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R e v i s i o n  D a t e  2/3/88

HB 363

R e v i s e d  A n a l y s i s  of Fiscal Impacts

Impact on B o r r o w e r :

1. Interest accrual during in-school peri o ds  will  increase the total 

i n d e b tedness by t hat a c c u m u l a t e d  interest amount. The am o u n t  of the 

accrued interest w o u l d  v a r y  w i t h  the am ou n t  of the loan and the time  spent 

in school after borrowing.

Example:

(a) $ 1 , 0 0 0  b o r ro w e d  (one t i m e  only)

Y ears in School A d d i t i o n a l  Interest

1 y e a r

2 y e a r s  

4 y e a r s

$ 60.00 

$ 1 4 0 . 0 0  

$300 . 0 0

Ad d i t i o n a l  M o n t h l y  I'ayment

$0.50

$1.17

$2.50

(b) $ 5 , 5 0 0  b or r o w e d  each y e a r

Years in School Total Deb t  A dd i t i o n a l  Interest

1 y e a r

2 y ears 

4 y e a r s

$ 5,500 

$ 1 1 , 0 0 0  

$22, 0 0 0

$ 330.00 

$ 1 , 1 0 0. 0 0  

$ 3 , 9 6 0. 0 0

Addi t i o n a l  M o n t h l y  Payment

$ 2.25 

$ 9.17 

$ 3 3 . 0 0

(c) Total r e p a y m e nt  a f t e r 10 y e a r s

Loan Total R e p a i d  Curre n t  P r o g r a m

$ 2 2 , 0 00  $ 3 3 , 7 9 1 . 6 0  @ $ 2 8 1 . 6 0  per month

Total R e p a i d  Pr o p o s e d  

$ 3 7 , 7 5 1 . 6 0  0 $ 3 1 4 . 6 0

3. F o r g i v e n e s s  impact will not be r e a l i z e d f o r  a n u m b e r  of years.



Re v i s i o n  D ate 2/3/88

HB 363

R e v i s e d  A n a l y s i s  of Fiscal Impacts

A s s u m p t i o n s :

1. B o r r o w e r s  t i m e  in school will approximate:

1 y e a r 15%

2 years 22%

3 y e a r s 35%

4 years 21%

5 y e a r s 5%

6 years 2%

100%

2. Loan v o l u m e  is a r b i t r a r i l y  set at f i g u r es  used fo r  p r e vious analyses. 

Actual v o l u m e  m a y  v ary substant i a l l y ,  but r e l a t ionship of fiscal impacts 

will r e m a i n  p r o portionate.

3. Loam d e f a u l t  rat e  and rep a y m en t  p a t t e rn s  m a y  be altered by the additional 

debt bu r d e n  of interest accrual, but a n y  es t i m a t e  of these impacts is left 

out of this analysis.

A n a l y s i s :

YEARLY FISCAL IMPACT** OF AMEN D M E N T S

(1) (2) (3) (4) (5) (6)

Year L oan V o l u m e F o r g i v e n e s s C u m u l a t i v e In-School Interest C u m u l a t i v e

1988-89 $ 80.3 None N one

1989-90 80 . 7 None None

1990-91 81.0 None (52,656)

1991-92 82.9 None (259,967) (259,967)
1992-93 85.3 None (836,708) (1,096,675)
1993-94 87.3 None (1,710,679) (2,807,354)
1994-95 88.4 None (2,677,189) (5,484,543)

1995-96 8 8 . 4 285,739 285, 7 3 9 (3,694,258) ( 9 , 1 7 8 , SOI)
1996-97 88.4 812, 9 0 8 1,098,647 (4,727,733) (13,906,534)
1997-98 88.4 1,821,711 2 , 9 2 0 , 3 5 8 (5,784,394) (19,690,928)
1998-99 88.4 3 , 1 19,056 6 , 0 3 9 ,4 1 4 (6,863,481) (26,554,409)
1999-00 88.7 4, 4 8 7 , 0 4 2 1 0,526,456 (7,958,642) (34,513,051)
2000-01 91.2 5,6 8 4 , 4 18 16,210,874 (9,008,659) (43,521,710)
2001 - 0 2 93.0 6 , 5 9 7 , 3 4 4 2 2 , 8 0 8 , 2 1 8 (9,906,280) (5 3 , 4 27,990)
2002 - 0 3 94.2 7,052,426 2 9 , 8 6 0, 6 4 4 (10,435,046) (63,863,036)

2 0 0 3 - 0 4 95.1 7, 2 3 7 , 5 6 0 3 7 , 0 9 8 , 2 0 4 (10,666,587) (74,529,623)

2004 - 0 5 96.2 7,356,249 4 4 , 4 5 4 , 4 5 3 ( 1 0 , 8 0 5 , 5S9) (85,335,212)
2005 - 0 6 97.3 7,4 25 , 4 8 2 5 1 , 8 7 9 , 9 3 5 (10,894,032) (96,229,24^-)

2006 - 0 7 98.5 7,462,909 5 9 , 3 4 2 , 8 4 4 (10,966,069) (1 0 7 ,195,313)

2 0 0 7 - 08 99.5 7,4 72 , 0 6 6 6 6 , 8 1 4 , 9 1 0 (11,014,921) (1 1 8 ,210,234)

2008 - 0 9 100.5 7,483,554 7 4 , 2 9 8 , 4 6 4 (11,041,354) (129, 2 5 1 , 5 8 8)

2 0 0 9 - 10 101.5 7, 5 1 8 , 8 2 8 8 1 , 8 1 7 , 2 9 2 (11,051,705) ( 1 4 0 ,303,293)

2010-11 102.7 7 , 5 87,969 89,405,261 (11,054,544) (151,357,837)

# 3226K
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HOUSE OF REPRESENTATIVES 

RESEARCH A G E N C Y

S e p t e m b e r  9, 1987

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  J o h n  Sund

ATTN: Shari K o c h m a n  ^ ^ ^ 7

FROM: D a v i d  Teal, Direcj

RE: S t a t e  S u b s i d y  o f  S t u d e n t  Loans

Re s e a r c h  R e q u e st  8 8 . 0 3 8

You asked us to c a l c u l a t e  the e f f e c t i v e  S t at e  s u b si d y  o f  A l a s k a  s t u d e n t  

loans u n d e r  t hree scenarios:

1) the p r e - 1 9 8 7  program, w h i c h  o f f e r e d  loans:

at an i n t erest r ate o f  eight p e rcent;*

with no i nt e r e s t  a c c r u e d  w h i l e  the s t u de n t  r e m a i n e d  in school or 

d u r i n g  a o n e - y e a r  g r a c e  period a f t e r  c o m p l e t i o n  of  schooling; and

w i t h  a f o r g i v e n e s s  p r o v i s i o n  w h i c h  r e d u c e d  t h e  d e b t  by ten 

p e r c e n t - - t o  a m a x i m u m  o f  50 p e r c e n t - - f o r  each y e a r  in w h i c h  a 

•! successful st u d e n t  r e s i d ed  in A l a s k a  f o l l o w i n g  g raduation.

2) th e c u r r e n t  program, w h i c h  offers loans:

at an in t erest rate o f  eight percent;

w ith i n t e r e s t  a c c r u i n g  upon g r a d u a t i o n  (i.e., no g r a c e period); and 

no f o r g i v e n e s s  provision.

*Loans w e r e  o f f e r e d  at an i nt erest rate o f  five p e r c e n t p r i o r  to 

1985. I have  not i n c luded the o l d e r  p r o g r a m  in this d i s c u s si o n ,  but will 

do so if y o u  wish.



Representative Sund
September 9, 1987
Page 2

3) a proposal w h i c h  w o u l d  of f e r  loans:

on w h i c h  eight perc e n t  annual i n t erest w o u l d  accrue f rom the date of 

the loan; and

w i t h  the f o r g iv e n e s s  p r ov i s i o n s  that e x i s t e d  p r i o r  to the 1987 

legislation.

T a b l e 1 p r ov i d e s  the i n f o r m a t i o n y o u  r e q u e s t e d  for the three o p t i o n s  and 

for loans w i t h o u t  d e f e r m e n t  or f o r g i v e n e s s  s u bsidies. The t a b l e  is divi d e d  

into two s e c t i o n s - - t h e  left side refers to loan p r o v i s i o n s  as t h e y  relate 

to a sin g l e  loan; the r ight side c o n t a i n s  a d j u s t m e n t s  for d e f a u l t  and f o r­

giveness, t h e r e b y  p r e s e n t i n g  p r o g r a m s t a t i s t i c s  r a t h e r  than s t a t i s t i c s  for 

an individual loan. In both cases, sub s i d ie s  are c o m p u t e d  by c o m p a r i n g  the 

total loan r e p a y m e n t  w ith the amount the S t a t e  w o u l d  r e c o v e r  on an u n s u b s i­

dized loan. D e f a u l t  a dj u s t m e n t s  s i m p l y  red u c e  the S t a t e ' s  r e c o v e r y  by 

16.8 p e rc e n t  (the c u r r e n t  d e f a u l t  rate for the p r ogram); a d j u s t m e n t s  for 

f o r g i v e n e s s  assume tha t  the past rate of f o r g i v e n e s s - - o n e - s i x t h  o f  all 

m o n e y  l o a n e d - - c o n t i n u e s .

The t a b l e  ind i c a t e s tha t  individual loans c o u l d r e c e i v e  a S t a t e  s u b s i d y  of 

50 pe r c e n t  u n d e r  y o u r  proposal, c o m p a r e d  w i t h  a 16.8 p e r c en t  s u b s i d y  u nder 

the c u r r e n t  program. However, b e c au s e  all l oans are s ub j e c t  to d e f e r m e n t  

p r o v i s i o n s  w h i l e  onl y  o n e - s i x t h  o f  principal is e x p e c t e d  to be forgiven, 

a d j u s t m e n t s  m ust be m a d e  in o r d e r  to f a i r l y  c o m p a r e  the e f f e c t  o f  the 

f o r g i v e n e s s  and d e f e r m e n t  provis i on s .  A f t e r  a d j u s t i n g  f o r p a r t i c i p a t i o n  

rates, one ca n  see (in the r ight side o f  the table) that t h e  f o r g i v e n e s s  

p r o v i s i o n  is less c o s t l y  to t h e S t a t e  t h a n  d e f e r m e n t  o f  i n t e r e s t  (27.9 p e r­

cent s u b s i d y  vs. 3 0 . 8  p e r c e n t  subsidy). In d o l l a r  terms, y o u r  proposal 

w o u l d  cost a bout $6.6 m i l l i o n  per y e a r  vs. the $8.4 m i l l i o n  c o s t  o f  i n t e r­

est d e f e r m e n t  (assuming a $60 m i l l i o n  p er  y e a r  loan program).

« : r

^ E f f e c t i v e  i n t e r e s t  rates are p r o v i d e d  for individual loans, but 

b e c a u s e  the e f f e c t i v e  i nt erest rate is a f f e c t e d  by th e  tim i ng  of payments, 

I am not a ble to c a l c u l a t e  e f f e c t i v e  i n t erest rates for p r o g r a m  prov i s i o n s  

w i t h o u t  m a k i n g  a series of u n s u p p o r t a b l e  a s s u m p t i o ns .  So m e  a s s u m p t io n s  

w e r e  n e c es s a r y .  For example, I have a s s u m e d that all loans are for $20,000 

for a f o u r - y e a r  c urriculum, and that there are no d e f a u l t s  by s t u d e n t s  who 

take a d v a n t a g e  of fo r g i v e n e s s  provisions.



TABLE 1

SUBSIDY CALCULATIONS FOR VARIOUS STUDENT LOAN PROVISIONS

Applicable to Loans of Two $2,500 Installments in each of Four Successive Years 

at an Interest Rate of Eight Percent per Year

Program Statistics

No Subsidy 

' (no deferment 

no forgiveness)

Old Program 14,559

(5 year deferment 

with forgiveness)

Current Program 31,535

(4 year deferment 

no forgiveness)

Proposal 18,945

(no deferment 

but forgiveness)

100.OX 0.0X 8.00X

38.4X 61.6X -20.87X

83.2% 16.8X 3.94X

50.OX 50.OX -11.85X

Default Rate=

16.8X

Amount

Recovered Percent Percent 

by State* Recovered Subsidy

31,524 83.2X 16.8X

22,466 09.3X 40.7X

26,237 69.2X 30.8X

27,331 72.IX 27.9X

Annual cash flow for a $60 million 

per year Loan Program (in millions)

Amount Cost

Recovered Excluding

by State Net Cost Default

$49.9 $10.1 $0.0

35.6 24.4 14.3

41.5 18.5 8.4

43.3 16.7 6.6

Individual Loans

Amount

Recovered Percent t'ercent Effective

by State Recovered Subsidy Interest Rate

$37,890

•These amounts are adjusted for default (16.8 X) and for application of the forgiveness provision (1/6 of principal). Default 

is assumed to be nonexistent for all loans forgiven.

Prepared by the House Research Agrncy, September 1987 (08-03-87-03; 88.030).



THIS D O C U M EN T  
HAS BEEN REPHOTOGRAPHED  

TO ASSURE LEGIBILITY

0 2 - 5 7 6 ( 2 / 7 7 )



SUBSIDY CALCULATIONS FOR VARIOUS STUDENT LOAN PROVISIONS

Applicable to Loans of Two $2,500 Installments in each of Four Successive Years 

at an Interest Rate of Eight Percent per Year

TABLE 1

Program Statistics

Individual Loans

Default Rate= 

16.8%

AmountAmount
Recovered Percent Percent Effective Recovered Percent Percent

by State Recovered Subsidy Interest Rate by State* Recovered Subsidy

No Subsidy 

» (no deferment 

no forgiveness)

$37,850 100.0% 0.0% 8.00% 31,524 83.2% 16.8%

Annual cash flow for a $60 million 

per year Loan Program (in millions)

Amount

Recovered

$49.9 $10.1

C ost
Excluding

by State Net Cost Default

$0.0

Old Program

(5 year deferment 

with forgiveness)

14,559 38.4% 61.6X •20.87% 22,466 59.3% 40.7% 35.6 24.4 14.3

Current Program 

(4 year deferment 

no forgiveness)

31,535 83.2% 16.8% - ~ 3.94% 26,237 6 9 . 3 0 . 8 % 41.5 18.5 8.4

Proposal

(no deferment 

but forgiveness)

18,945 50.0% 50.0% -11.85% 27,331 72. X 27.9% 43.3 16.7 6.6

•These amounts are adjusted for default (16.8 %) and for application of the forgiveness provision (1/6 of principal). Default 

is assumed to be nonexistent for all loans forgiven.

Prepared by the House Research Agency, September 1987 (08-03-87-03; 88.038).



Representative Sund
September 9, 1987
Page 4

I beli e v e  the table answers y o u r  questions, but this m e m o r a n d u m  would be 

inco m p l et e  w i t h o u t  the fo llowing comments.

Th e  numb e r s  p r e s e n t ed  are a p p r o x i ma t i o n s .  I have had to mak e some 

s i m p l i f y i n g  a s s u m p t i on s  c o n c e r n i n g  d e f a u l t  and forgiveness. In 

addition, I have avoided c o m p l e x i t i e s  such as the r e l a t i o n s h i p  b e­

tween loan balance, interest rat e  and the d e f a u l t  rate; the fact 

t hat not all loans are m ad e  to s t u d en t s  w h o  e n t e r  or remain in a 

f o u r - y e a r  c u r r i culum; and chan ge s  in fund i n g  levels or economic 

c onditions. The t a b l e  ma y serve as a guide, but y o u  should be aware 

that the analysis is not h i g h l y  s o p h i s ti c a t e d .

As y o u  know, in t erest d e f e r m e n t  appli e s  to all b o r r o w e r s  w hile 

f o r g i v e n e s s  appl i e s  only to t hose b o r r o w e r s  wh o  both su c c e s s f u l l y  

c o m p l e t e  t h e i r  c u r r i c u l u m  and w h o  r e t u r n  to A l a s k a  for a n u m b e r  of 

years. I have not d i s c u s s e d  political or p h i l o s o ph i c a l  issues such 

as t a r g e t i n g  g r o u p s  o f  borrowers, the i n t e r c h a n g e a b i l i t y  of d e f e r­

men t  and h i g h e r  interest rates, or the p o s s i b i l i t y  of providing 

i n c e n ti v e s  to return to A l a s k a  or to use the federal stud e n t  loan 

p r o g r a m  instead o f  the A l a s k a  program. Th e  s p r e a d s h e e t  d e v e l o p e d  to 

p r o d u c e  the i n fo r m a t i o n  c o n t a i n e d  in T a b l e  1 can be u s rd for these 

purposes, and I o f f e r  the s p r e a d s h e e t  a n d / o r  o u r  a s s i s t a n c e  in 

i n v e s t i g a t i n g  t he s e  issues. I hav e  a t t a c h e d  a s u m m a r y  o f  the 

s p r e a d s h e e t  ou t pu t  to this m e m o r a n d u m .

In a d i g r e s s i o n  f rom the focus o f  this project, I w as  d i s c u s s i n g  the 

b o n d i n g  provi s i o n s  o f  the 1987 l e g i s l a t i o n  vjith K e r r y  Romesburg, 

e x e c u t i v e  d i r e c t o r  o f  the P o s t s e c o n d a r y  C o m m i s s i on ,  w h o  v o i c e d  some 

c o n c e r n  that no bonds ma y  be issued. A l t h o u g h  the l e g i s l a t u r e  gave 

the a u t h o r i t y  to bond, the y  did not d i r e c t  that b onds be used to 

f inan c e  the program. If bonds are not issued, it could have an 

impact on the capital a n d / o r  o p e r a t i n g  budgets. I w o u l d  be pleased 

:! to do some f u r t h e r  c he c k i n g  on this su b j e c t  if yo u  w i s h  me to do so.

You asked f o r  2 5 - y e a r  p r o j e c t i o n s  o f  S tate costs. G i v e n  the level 

o f  s o p h i s t i c a t i o n  o f  the an a l y s i s  to date, I h e s i t a t e  to do mor e  

t ha n  m u l t i p l y  the "net cost" figu r e s  in T a b l e  1 by 25. D oing so 

p r o d u c e s  the f o l l ow i n g  results:

no s u b s i d y  $252 m i l l i o n

old p r o g r a m  610 m i l l i o n

c u r r e n t  p r o g r a m  462 m i l l i o n

proposal 417 m i l l i o n

'ou have any q u e s t i o n s  or w o u l d  like us to do additional
m e .

A t t a c h m e n t



STUDENT LOAN ANALYSIS

Nominal Interest Rate:
Interest Deferred While in School? 
Forgiveness (Years):

Years Until Annual
Repayment Loan Balance

5 $5,000 $5,000
4 $5,000 $10,000
3 $5,000 $15,000
2 $5,000 $20,000
1 $0 $20,000

Loan Balance at First Payment:
Honthly Payment
PSC Interest Computation:
PSC Interest Forgiven:

Actual
Interest Due;
Interest Paid:
Interest Forgiven:
Principal (+ Deferred Int.) Forgiven: 
Principal (+ Deferred Int.) Repaid: 
Prin. and Int. Recovered:
Effective Interest Rate:

Prepared by the House Research Agency 
Payment

tier 8alance Payment

•26024
1 20,000.00 242.66
2 19,890.68 242.66
3 19,780.63 242.66
4 19,669.84 242.66
5 19,558.32 242.66
6 19,446.05 242.66
7 19,333.04 242.66
8 19,219.27 242.66
9 19,104.74 242.66
10 18,989.45 242.66
11 18,873.39 242.66
,12 18,756.56 242.66
•13 16,633.95 242.66
14 16,507.22 242.66
15 16,374.62 242.66
16 16,241.12 242.66
17 16,106.74 242.66
18 15,9/1.47 242.66
19 15,835.29 242.66
20 15,C98.20 242.66

8.00X
1 (0=no;1=yes,2=no grace year) 
5

Balance +
Interest

55,309.18
$11,059.02
$17,286.09
$24,030.01
$26,024.49

$20,000.00
$242.66

$9,118.62
$0.00

$4,723.10
$4,723.10

$0.00
$10,163.79
$9,836.21
$14,559.31

•20.877.

09-Sep-87

nterest Principal Balance

133.33 109.32 19,890.68
132.60 110.05 19,780.63
131.87 110.78 19,669.84
131.13 111.52 19,558.32
130.39 112.27 19,446.05
129.64 113.01 19,333.04
128.89 113.77 19,219.27
128.13 114.53 19,104.74
127.36 115.29 18,989.45
126.60 116.06 18,873.39
125.82 116.83 18,756.56
125.04 117.61 •18,638.95
110.93 131.73 16,507.22
110.05 132.61 16,374.62
109.16 133.49 16,241.12
108.27 134.38 16,106.74
107.38 135.28 15,971.47
106.48 136.18 15..835.29
105.57 137.09 15,698.20
104.65 138.00 15,560.20

Prepared by the House Research Agency, September 1987 (88.038; 08-03-87-03).



T i i l E; STUDENT LOAN PROPOSAL 
DATE: 2/15/88

SPONSOR: HAYES THROUGH GRAIF, SMITH, HOFF, WILLIAMS, ROWSE

W H E R E A S ,  the students of UAF are supporting amending HB 363, to 
reinstate the forgiveness clause in the Alaska State Student 
Loan, and the original intent to benefit student that remain 
in/return to Alaska after graduation, and,

W H E R E A S ,  approximately nine percent of borrowers have actually 
qualif ied for forgiveness, and,

W H E R E A S ,  no state in the nation charges interest on student loans 
while a student is in school, and,

W H E R E A S ,  students feel that interest accruing while in school is a 
unjust economic burden, and,

W H E R E A S ,  students support a six month grace period on the 
interest of the loan, and repayment starting one year after 
graduation, the same terms as the National Guaranteed Student 
Loan, and,

W H E R E A S ,  with eight percent interest accruing during school, 
students that do not qualify for forgiveness for any number of 
reasons will end up owing an enormous debt.

T H E R E F O R E  BE IT R E S O L V E D  that the students of the University 
of Alaska Fairbanks unanimously support amending HB 363 to 
reinstate the forgiveness clause as it was originally worded 
implementing a six month grace period after graduation on 
in te rest accrual.

BE  IT F U R T H E R  R E S O L V E D  that this proposed amendment to HB 
363 be forwarded to the Governor of Alaska, members of the 
Alaska State t 5gislature, and members of the Alaska Post 
Secondary Education Commission.
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POUCH FP
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PHONE: (907)465-2854

M E M O R A N D U M

TO: M e m b e r s  of the A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n

FROM:

Ms. A l i c e  Bossharc’, C h a i r

Ms. P a t r i c i a  A b n e y

Mr. J o h n  O h e n o w e t h

Dr. P a t r i c i a  C l a r k

Mr. G o r d o n  E v a n s

Mr. J o h n  H a v e l o c k

Mr. M a r k  H e l m e r i c k s

K e r r y  D. R o m e s b u rg ,  Exec 

A l a s k a  C o m m i s s i o n  on P o a

DATE: F e b r u a r y  24, 1988

S e n a t o r  Joe J o s e p h s o n

Ms. L a u r a  K e l l e y

R e p r e s e n t a t i v e  N i i l o  K o p o n e n

Mr. K e n n e t h  Kno x

Ms. E a r b a r a  S h a f f e r

Ms. B e t t y e  S m i t h

Ms. B a r b a r a  T h o m p s o n

c t o r

E d u c a t i o n

H B  363 

P o s i t i o n  R e c o m m e n d a t i o n

T h e  A l a s k a  C o m m i s s i o n  on P o s t s e c o n d a r y  E d u c a t i o n  h a s  n o t  m e t  and 

f o r m a l i z e d  a p o s i t i o n  on H B  363 and w i l l  not m e e t  u n t i l  M a r c h  25 -26 ., 
1988. Th e  f o l l o w i n g  is o n l y  s t a f f  r e c o m m e n d a t i o n  a n d a n a l y s i s  an d  does 

not r e p r e s e n t  a n  a g e n c y  position.

S e c t i o n a l  A n a l y sis

S e c t i o n  1 of the bil l p r o v i d e s  f o r  i n t e r e s t  o n  a l oa n  to a c c r u e  the 

entire time a lo a n  is held, an d to c h a r g e  t his a c c r u e d  i n t e r e s t  to-the 

borrower. T h i s  is a c o n s i d e r a b l e  c h a n g e  f r o m  the c u r r e n t  p o l i c y  of 

"waiving" the a c c r u e d  i nt e r e s t  w h i l e  a b o r r o w e r  is i n  s c h o o l  o r  i n  a 

d e f e r m e n t  clas s if i c a t i o n .

S e c t i o n  2 p r o v i d e s  that a l t h o u g h  i n t e r e s t  a c c r u e s  the e n t i r e  time a loa n 

is held, p a y m e n t  of that i n t e r e s t  s h al l  be d e f e r r e d  u n t i l  the b o r r o w e r  is

out of sc h o o l  or out o f  deferment.

S e c t i o n  3 r e i n s t a t e s  the 50# "f o r g i v e n es s "  program. T h i s  is the same

f o r g i v e n e s s  w h i c h  was d e l et e d  l ast year.

S e c t i o n  4 repe a l s  the c u r r e n t  l a n g u a g e  u n d e r  w h i c h  i n t e r e s t  is "waived" 

w h i l e  a b o r r o w e r  is in school o r  in defer m e n t .
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D i s c u s s i o n

T h e r e  are three p rinc pal i s s u e s  to be co n s i d e r e d  i n  d e l i b e r a t i o n s  on 

H B  363. T he s e  are: i m p a c t  of s t u d e n t  l o a n  bonding, s t u d e n t  i n d e b t e d n e s s

level, an d  b e n e f i t s  of a f o r g i v e n e s s  program.

Impact of s t u a e n t  loa n  b o n d i n g . The h a n d l i n g  o f  l o a n  f o r g i v e n e s s  c h a n g e s  

w h e n  the l o a n s  are p l e d g e d  a g a i n s t  bond i s s u e s  r a t h e r  t h a n  s i m p l y  b e i n g  

hel d by the State. If the S t a t e  h o l d s  the n o t e s  a n d  w i s h e s  to forgive, 

or  w r i t e -o f f ,  p o r t i o n s  of indeb t e d ne s s ,  there is no i m m e d i a t e  problem.

The inc o m e  s t r e a m  to be g e n e r a t e d  b y  the p o r t f o l i o  is i m p a c t e d  in f u t u r e  

years, but that is the o n l y  f i s c a l  impact.

If the p o r t f o l i o  is p l e d g e d  a g a i n s t  bond issues, f o r g i v i n g  p o r t i o n s  o f  

i n d e b t e d n e s s  has b o t h  a n  i m m e d i a t e  and a l o n g - t e r m  impact. The i m m e d i at e  

e f f e c t  is that it takes a l a r g e r  p o r t i o n  o f  the p o r t f o l i o  to se c u r e  an 

issue. U n c e r t a i n t y  o f  i nc o m e  is created. Secondly, the l o n g - t e r m  ca s h  

fl o w  is d iminished, t h e r e b y  r e d u c i n g  the p r o g r a m ' s  a b i l i t y  to s u p p o r t  

m u l t i p l e  b ond issues.

T h i s  ca n  be a v o i d e d  or o f f -s e t  i n  a co u p le  of ways. One, the S t a t e  c ould 

a n n u a l l y  a p p r o p r i a t e  to the l o a n  fund, the a m o u n t  o f  f o r g i v e n e s s  f o r  that 

year. T h i s  done, there i3 no d i m i n u t i o n  of i n c o m e  stream.

Second, the S tate c o u l d  imp o s e  n e w  c o nd i t i o n s  w h i c h  w o u l d  g e n e r a t e  e n o u g h  

p r o g r a m  r e v en u e  to o f f - s e t  the c o s t s  of forgiveness. I m p o s i n g  r e p a y m e n t  

of i n t e r e s t  a c c r u e d  w hile in sch o o l  or d e f e r m e n t  a c c o m p l i s h e s  this.

S t u d e n t  i n d e b t e d n e s s . T h e  s ize o f  student l o a n  i n d e b t e d n e s s  h a s  long  

b e e n  a c o n c e r n  of the P o s t s e c o n d a r y  Commission. The a d d i t i o n a l  i n t e r e s t  

i n d e b t e d n e s s  w h i c h  HB 363 i m p os e s  on b o r r o w e r s  c a n  be s u b s t a n t i a l . —  F o r  

example, i n s t e a d  of a s t u d e n t  b e i n g  in d ebt $ 2 2 , 0 0 0  at g r a d u a t io n ,  that 

same s t u d e n t  w o u l d owe $ 2 5 , 9 6 0  at g r a d u a t i o n  u n d e r  this b i l l  (an i n c r e a s e  

of 18#).

Certainly, the i mp a c t  is less on v o c a t i o n a l  borrowers, since t h e y  u s u a l l y  

on l y  have a year, or less, of i n - s c h o o l  status. The g r e a t e s t  i m p a c t  

w o u l d  be o n  a s t u d en t  wh o  a tt e n d s  college and g r a d u a t e  school.

B e n e f i t s  o f  a f o r g i v e n e s s  p r o g r a m . The p u r p o s e  o f  f o r g i v e n e s s  is to 

e n c o u r a g e  or en t i c e  a student to live in A l a s k a  a f t e r  c o m p l e t i o n  of 

p o s t s e c o n d a r y  e d u c a t i o n  studies. A v e r y  real q u e s t i o n  e x i s t s  as to the 

e f f e c t i v e n e s s  o f  s u c h  a program. Certainly, the h i g h e r  the deb t  b u r d e n  

and the m o r e  g e n e r o u s  the forgiveness, the m o r e  e f f e c t i v e  it w o u l d  seem. 

W h e n  the C o m m i s s i o n  s u r v e y e d  g r a d u a t e s  in 1984, it was f ound that those 

c h o o s i n g  to live in A l a s k a  did so p r i n c i p a l l y  b e c a u s e  " A l a s k a  is h o m e "  o r
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"job a v a i l a b i l i t y " .  O n l y  8 . 4 #  o f  the r e s p o n d e n t s  l i v i n g  i n  Ala s k a  

i n d i c a t e d  that loa n  f o r g i v e n e s s  w a s  a p r i n c i p a l  d e t e r m i n a n t  in t he i r  
d e c i s i o n  to live  here.

The o t h e r  p o i n t  w h i c h  s h o u l d  not be m i s s e d  is that u n d e r  the past 

f o r g i v e n e s s  p r o g r a m  o n l y  a b o u t  one p e r s o n  i n  six a c t u a l l y  q u a l i f i e d  for 

and r e c e i v e d  f o r g iveness. W h e n  m a k i n g  a loan, m o s t  b o r r o w e r s  a s s u m e d  

t hey w o u l d  onl y  pay b a c k  h a l f  o f  w h a t  the y  w e r e  borro w i n g ,  but e x p e r i e n c e  

p r o v e d  that to be qu i t e  m i s l e a d i n g .

R e c o m m e n d a t i o n

T h e  E x e c u t i v e  D i r e c t o r  r e c o m m e n d s  the C o m m i s s i o n  f o r m a l l y  a dopt a 

p o s i t i o n  i n  o p p o s i t i o n  to c h a r g i n g  the s t u d e n t  b o r r o w e r  f o r  i n t e r e s t  

a c c r u a l  d u r i n g  i n - s c h o o l  and d e f e r m e n t  p e r i o d s  and a l s o  in o p p o s i t i o n  to 

r e i n s t a t e m e n t  of a g e n e r a l  f o r g i v e n e s s  program. The r e a s o n i n g  b e i n g  that 

i n t e r e s t  a c c r u a l  g r e a t l y  i n c r e a s e s  the deb t  b u r d e n  fo r  al l  borrowers, and 

a f o r g i v e n e s s  p r o g r a m  o n l y  b e n e f i t s  a s mall n u m b e r  of b orrowers, and the n  

p r o b a b l y  r e w a r d s  m o s t  of those f o r  s o m e t h i n g  t h e y  w o u l d  h a v e  done w i t h o u t  
forgiveness.
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SUBSIDY CALCULATIONS FOfi VARIOUS STUDOIT LOAN PROVISIONS

Applicable to Loans of Two 12,750 Installments in each of Fcur Successive Years
at a Simple Interest Rate of Eight Percent per Year

Effective Interest Rates are based on comparison with

rcney loaned at a rate of 8 % compounded monthly, so that Program Statistics
total principal and interest = $41,678.85 --------------------------------

No Subsidy 

(no deferment 
no forgiveness)

Old Program

(5 year deferment 
with forgiveness)

Current Program 
(4 year deferment 
no forgiveness)

Proposal 
(no deferment 
but forgiveness)

*These amants are adjusted for default (17.3%) and for application of the forgiveness provision (1/6 of principal and interest). 
Default 1s assumed to be nonexistent for all loans forgiven.

Âssumes bonds in the amount of $60 million are issued at 8% for 20 years.

Prepared by the House Research Agency (SLOAN) 04-Feb-88

Default Rate= Annual cash flow for a $60 million
Individual bans 17.3% per year Loan Program (in millions)

Aroint Amount Amount Net Bond
Recovered Percent Percent Effective Recovered Percent Percent Recovered Payments from

ty State Recovered Subsidy Interest Rate by State* Recovered Subsidy by State Net Gain General Rnd**

$37,752 30.6% 9.4% 5.78% 35,221 74.9% 25.1% $85.1 $25.1 $36.9

16,016 38.4% 61.6% -20.87% 22,075 53.0% 47.0% 60.2 0.2 61.8

33,792 81.1% 18.9% 3.39% 27,946 67.1% 32.9% 76.2 16.2 45.8

18,876 45.3% 54.7% -15.32% 26,016 62.4% 37.6% 71.0 11.0 51.0
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M E M O R A N D U M

TO: R e p r e s e n t a t i v e  Joh n  Sund

ATTN: Shari K o c h m a n

FROM: D a v i d  Teal, Direc-^..^.

RE: A l a s k a  S t u d e n t  Loan Program: Co s t  o f  V a r i o u s  O p t i o n s

R e s e a r c h  R e q u e s t  8 8 . 1 9 6

W hen the s t u d e n t  loan p r o g r a m  b e g a n  in 1971, t h e  p r o g r a m  o f f e r e d  l oans at 

an i n t e r e s t  rate of five p e r c e n t  and f o r g i v e n e s s  o f  up to 40 p e rc e n t  of 

principal and a c c r ue d  interest, w i t h  the a m o u n t  f o r g i v e n  d e p e n d e n t  upon 

length of r e s i d e n c y  a f t e r  c o m p l e t i o n  of school. G e n e r al l y ,  the p r o g r a m  

be c a m e  m o r e  liberal o v e r  th e  years, e v e n t u a l l y  o f f e r i n g  up to $ 6 , 0 0 0  per 

y e a r  fo r  u n d e r g r a d u a t e  s t u d y  and up to 50 p e r c e n t  f o r g i v e n e ss ,  w i t h  no 

accrual o f  in t e r e s t  until the first p a y m e n t b e c a m e  d u e one y e a r  after 

c o m p l e t i o n  of  school. H o w ever, th e  1986 L e g i s l a t u r e  r ai s e d  th e  interest 

rate to e i g h t  p e r c e n t  and r e d u c e d  the m a x i m u m  loan a m o u n t  to $ 5, 5 0 0  for 

un d e r g r a d u a t e s .  In 1987, the f o r g i v e n e s s  p r o v i s i o n  w a s  d e l e t e d  and the

in t erest d e f e r r al  pe r i o d was m o d i f i e d  to e l i m i n a t e  t h e  o n e - y e a r  g race

period.

You a sked us to c o m p a r e  th e c o s t  o f  o f f e r i n g  s t u d e n t  l oans u n d e r  HB 363 

with the c os t  o f  o f f e r i n g  l oans u n d e r  the c u r r e n t  p r o g r a m  and u n d e r the 

f o r g i v e n e s s  and i n t er e s t  accrual p r o v i s i o n s  in e f f e c t  in 1986. H B  363 

w o u l d  r e i n s t a t e  f o r g i v e n e s s  and e l i m i n a t e  p r o v i s i o n s  t h a t  a l l o w  s t u d e n t s  to 

avoid t h e  accrual of i n t e r e s t  w h i l e  in school.

T a b l e  1 c o m p a r e s  vari o u s p r o g r a m  options. T h e  t a b l e  m a y  be m o r e  ea s i l y  

u n d e r s t o o d  if d i v i d e d  into t h r ee  parts. C o l u m n s  1 t h r o u g h  4 r el a t e  to an 

individual b o r r o w e r  t a k i n g  full a d v a n t a g e  o f  f o r g i v e n e s s  p r o v i s i o n s  (if

av a i l able). C o l u m n s  5 t h r o u g h  7 m a k e  a d j u s t m e n t s  fo r  d e f a u l t  and for 

a p p l i c a t i o n  of the f o r g i v e n e s s  p rovision. T h e y  i n d i c a t e  the d e g r e e  of

s u b s i d y  i n v o l v e d  in each o f  several o p t i o n s - - r e l a t i v e  to a loan o f f e r e d  at 

eight p e r c e n t  (compo u n d e d  m o n t h l y ) wit h  no d e fa u l t ,  no f o r g i v e n e s s,  and
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w i t h  interest a c c r u i n g  fro m  the d a t e  o f  the l o a n . 1 C o l u m n s  8 t h r o u g h  10 

pres e n t  s i m i l a r  information, out as a cash flo w  r a t h e r  than a p e r c e ntage. 

The cash f l o w  figu r e s  a s s u m e  that $60 m i l l i o n  per y e a r  is lo a n e d  to 

students.

T h e  "no s u b s i d y "  o p t i o n  i n dicates t hat use of s i m p l e  i n t e r e s t - - a s  op p o s e d  

to compound i n t e r e s t  as w o u l d  be c h a r g e d  in a s t a n d a r d  ban k  l o a n - - r e s u l t s  

in a s u b s i d y  o f  9. 4  percent. Whe n c o mbined w i t h  a d e f a u l t  rate o f  17.3 

percent, the s t a t e  c o ul d  e x p e c t  to r e c o v e r  a bout 75 p e r c e n t a f  the amount 

t ha t  w ould be r e c o v e r e d  if loans w ere t r u l y  u n s u b s i d iz e d .  C o l u m n  9 

shows that t h i s  m t i o n  w o u l d  be s e l f - s u p p o r t i n g - - a n d  c ou l d  a c t u a l l y  ret ur n  

m o n e y  to the gene i a l  f u n d - - i f  the p r o g r a m  loaned a c o n s t a n t  am ou n t  in each 

year. The s i m p l e  i n t e r e s t  and d e f a u l t  sub s i d i e s are i n c lu d e d  in each of 

the remaining options.

The table s h o w s  t h a t  the s tate w o u l d  r e c o v e r  a b o u t  five p e r c e n t  m o r e  u n d e r  

t h e  c u r r e n t  p r o g r a m  t h a n  u n d e r  HB 363. The n u m b e r s  p r e s e n t e d  are

a p p r o x i ma t i o n s .  I have had to mak e  some s i m p l i f y i n g  a s s u m p t i o n s  c o n c e r n i n g  

d e f a u l t  and f o r g i v e n e s s .  In addition, I have a v o i d e d  c o m p l e x i t i e s  such as 

the r e l a t i o n s h i p  b e t w e e n  loan balance, interest rat e  and the d e f a u l t  rate; 

the fact tha t  not all loans are m a d e  to s t u d e nt s  w h o  e n t e r  or r e m a i n  in a 

f o u r - y e a r  c u r r i c u l u m ;  a n d  c h a n g e s  in f u n d i n g  l e v e l s  o r  e c o n o m i c  

conditions. T h e  t a b l e  m a y  s e r v e  as a guide, but y o u  sho u l d  be a w a r e  that 

t h e  a n a l y s i s  is n o t  h i g h l y  s o p h i s t i c a t e d  and tha t  the f ive p e r c e nt

d i f f e r e n c e  b e t w e e n  HB 363 and the c u r r e n t  p r o g r a m  is w i t h i n  the p r o b a b l e  

ma r g i n  of error.

As y o u  know, i n t e r e s t  d e f e r m e n t  a p pl i e s  to all bo r r o w e r s  w h i l e  f o r g i v e n e s s  

a p p l i e s  o n l y  to t h o s e  b o r r o w e r s  w h o  both s u c c e s s f u l l y  c o m p l e t e  t h e i r

c u r r i c u l u m  and wh o  re m a i n  in A l a s k a  for a n u m b e r  of years. T h e  t a b le  

p r e sents p r o g r a m  s t a t i s t i c s  and does  not indicate t h e  fact t hat t h o s e  wh o  

re t u r n  to, or r e m a i n  in, A l a s k a  w o u l d  be far b e t t e r  o f f u n d e r  HB 363 than

u n d e r  current l a w  w h i l e  t hose i n e l i g i b l e  for f o r g i v e n e s s  w o u l d  be b e t t e r

of f  u nder the c u r r e n t  program.

*In this ana l y s i s ,  "subsidy" re f e r s  to any opt io n  that r e d u c e s  the 

amount of pri n ci p a l  or i n t e r e s t r e c o v e r e d  by the state. F o r g i veness, 

default, f a i l u r e  to ac c r u e  i n t e r e s t  fr o m  the d a t e  o f  the loan, and use of 

si m pl e  i nt erest are c o n s i d e r e d  subsidies.

2The c u r r e n t  d e f a u l t  rate is a bout 17.3 percent. Th e d e f a ^ i u  r a t e  is 

a f i ected by c o l l e c t i o n  efforts, e c o n o m i c  conditions, the level of  p a y m e n t s  

and several o t h e r  factors. No atte m p t  has been m a d e  to ad j u st  d e f a u l t  

rates for c h a n g e s  ii. r e l e v a n t  factors.



Representative Sund

March 2, 1988

Page 3

I h a v e  n o t  d i s c u s s e d  t h e  i n t e r c h a n g e a b i l i t y  or loan term, interest 

d e f e r m e n t ,  c o m p o u n d  i n t e r e s t  and h i g h e r  i n t e r es t  rates as a m e a n s to set a

t a r g e t  r e c o v e r y  l e v e l .  T h e  s p r e a d s h e e t  d e v e l o p e d  t o  p r o d u c e  the

i n f o r m a t i o n  c o n t a i n e d  in T a b l e  1 can be u sed for t h e s e  purposes, and I 

o f f e r  t h e  s p r e a d s h e e t  a n d / o r  o u r a s s i s t a n c e  in i n v e s t i g a t i n g  t h es e  issues.

I have also o m i t t e d  d i s c u s s i o n  o f  (1) the cost, cash f lo w  and o t h e r  effects 

o f  i s s u i n g  bonds, and (2) the e f fe c t  that a f o r g i v e n e s s  p r o v i s i o n  and

c u r r e n t  d e f a u l t  r ates m i g h t  have on the a b i l i t y  to fun d  the s t u d e n t  loan

p r o g r a m  by i s s u i n g  bonds. I u n d e r s t a n d  that K e r r y  R o m e s b u r g  has d i s c u s s e d  

t h e s e issues w i t h  you.



*A9LE 1
SLE3IDY CALCULATICNS FOR VARIOUS STUDENT LOAN PROVISIONS
Applicable to Loans of Two $2,750 Installments in each of Four Successive Years
at a Sirole Interest Rate of Eight Percent per Year

Effective Interest Rates are based cn conoariscn with 
money loaned at a rate of 8 I corrcounded monthly, so that 
total principal and interest = $$1,678.85

2 3 10

Program Statistics

Individual Loans

Amount
Recovered Percent Percent Effective
by State Recovered Subsidy Interest .Rate

No Subsidy $37,752 SO.6% 9.4%
(no oefement 
no forgiveness)

Old Program 16,016 39.4% 51.6%
(5 year deferment 
with forgiveness)

Current Program 33,792 31.1% 18.9%
(4 year deferment 
no forgiveness)

•fl 353 -8,876 45.3% 54.7%
(no deferment 
but forgiveness)

-20.87%

3.39%

-15.32%

Default Rate=
17.3%

Amount
Recovered Percent Percent
by State* Recovered Subsidy

5.78% $31,221 74.9% 25.1%

22,075

27,946

25,016

53.0% 47.0%

57.1% 32.9%

62.4% 37.6%

Annual cash flow for a $60 million 
oer year oan Program (in millions)

Amoint Net Bond
Recovered Paynents from
by State Nat Gain General Fund**

$85.1 $25.1

50.2

75.2

71.3

0.2

16.2

11.0

$35.9

51.8

45.8

51.S

*These arants are aojusteo for default (17.3%) ana for application of the forgiveness prevision (1/6 of principal ana interest). 
Default is assured to be nonexistent for all loans forgiven.

“Assures bends in the amount of $60 million are issueo at C% for 20 years.

Preoared by the house Research Agency (SLOAN) 02-Nar-88
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H O U S E  C O M M I T T E E  R E P O R T
Date referred: 2 / 2 2/ 88

(7)

FURT HE R R E FE RR AL S:

DATE:

The
Health, E d u c a t i o n « n d  
S o ci al  S e r v i c e s __________ Co m m it te e  has c o n s i d e r e d  HB 366

"An A c t  r e l a t i n g  to s u b r o g a t i o n  of m e d ic al  b e n e fi ts ;  and p r o v i d i n g  for an 
e f f e ct iv e  da te."

R E C O M M E N D S :

[ ] r e p l a c e  w i t h  _____________________________

[ ] a t t a c h e d  amendment(s)

[ ] d o  p a s s

[ ] do n o t  p a s s

[ n o  r e c o m m e n d a t i o n  

[ ] i n d i v i d u a l  r ec om me nd a ti on s

[ ] a d d i t i o n a l  referral to the

[ ] t he same t i t l e

[ ] a ne w  t it le

C o m m i tt e e

A D O P T S : [ ]  l etter of

A T T A C H E S  N E W  F I S C A L  NOTE(s):

[ ] fiscal i mpact

[ ] zero fiscal n o t e

[ ] zero w i t h  a n a l y s i s

intent

[ ] s a m e  as p r e v i o u s  fiscal note

> £ u b l i s h e d  ________________________

[ )r \ s a m e  as p r e v io us  zero fiscal 

n o t e  p u b l i s h e d  _________________

SIG NI NG  O T H E R  RECOMMENDATIONS:



REQUEST: _______________________

S T A T E  O F  A L A S K A

1988 L E G I S L A T I V E  S E S S I O N

BILL VERSION .

PUBLISH D A T E  :

FISCAL NOTE

Revision Date: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Title : an &r*--rc>'UHng t n  cnhm gA t-inn_nf
.  rniiral benefits: jeid. .  ----------------

Sponsor : IZrv m m n r
Requestor: __________________________________

Agency Affected: H e a lth  & S o c ia l S e rv ic e s
bru : iicLical Assistance___________

Components -M e d ic a id  F a c i l i t i e s .  M edicaid
Slnn-fnHJHHpc;,. fV^npr^l Rplipf Mpriiral

EXPENDITURESfRE VENUES: (Thousrrfs of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING n •; o 0 0 0

j CAPITAL n ____Q______ -0 ___ 2_____ 0

REVENUE n n n n 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL ------0---------- ____ 0_____ o n 0

PO SITIO N S:

FULL-TIME
PART-TIME
TEMPORARY

n n 0 D 0

ANALYSIS : (Aaach a separate page if necessary)
Enactment of this legislation should increase the recovery of funds spent 
on behalf of recipients of Medicaid and General Relief Medical Assistance; 
however, estimates of such recoveries cannot be made with any validity at 

this time.

Prepared by : Vim R m nh . D i r e r tn r  ^   Phone : 405-3355^
Division : M edical A s s is ta n c e ___.    Date : / -3 / j2 / / &'. 7

(^ A p p  roved by Commissioner: HSQLL
Agency: Hoalth and .qorial Sprvi

n,„-

Distribution (by preparer):  
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Imrooed A2 encv(iesl

2 - / 7 - / ^

page of
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"An Act relating tc subrogation of medical benefits; and providing for an 
effective date."

HP 366

I. Purpose of HB 366

The purpose of HB 366 is to enhance the states right to recover 
medical assistance payments made on behalf of recipients who file 
successful law suits, or receive out of court settlements, based on 
the accident or injury for which medical assistance was paid.

II. Sectional Analysis

Section 1 First, section 1 amends AS 47.05.070(b) by requiring a
recipient of medical assistance to notify the Department of 
Health and Social Services in writing of any action or claim 
that the recipient has against a third party if the medical 
assistance was provided because of injury or illness for 
which the third party might be liable.

Secondly, section 1 amends AS 47.05.070(b) by requiring a 
medical provider to notify the Department of Health and 
Social Services in writing when the provider files a lien 
for unpaid medical assistance against a judgement, award, or 
settlement that is obtained by or on behalf of a recipient 
of medical assistance, and provides that the state's rights 
under AS 47.05.070 have priority over such a lien. This 
will ensure that the department is aware of such liens and 
can act in time to protect the state's rights under AS 
47.05.070.

III. Summary

Federal Medicaid laws require states to pursue third party resources 
available to recipients, including recouping expenditures made on 
behalf of recipients for medical treatment for accidents or injuries 
caused by a liable third party. If enacted, this legislation would 
provide the department with additional tools for locating potential 
legal actions, and would allow the department indisputable first right 
of recovery in such actions.
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IV. Reconrvsndations

The Department strongly reccnmends passage of HB 366 to clearly 
establish the states first right to recovery of medical assistance 
payments.

Recctrmended Bv:
Kim Busch, Director 

Division of Medical Assistance

Date: J2 ~ / H  - P S *

Approved By:

Myra Munson, Conmissioner 
Department of Health and 

Social Services



S T E V E  C D W F ^ R
GOVERNOR

o o

S  t a x i s  o r  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R
J d n e a u

January 15, 1988

The Honorable Ben Grussendorf 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. Ill, sec. 1'3, of the Alaska 
Constitution, I am transmitting a bill relating to the sub­
rogation of medical benefits.

The bill amends AS 47.05.070(b) by requiring a recipient of 
medical assistance to notify the Department of Health and 
Social Services (department) in writing of any action or 
claim that the recipient has against a third party if the 
medical assistance was provided because of the injury or 
illness for which the third party might be liable. The 
notification should enhance the state’s ability to recover 
some medical assistance payments.

The amendments to AS 47.05.070(b) also require a medical 
provider to notify the department in writing when the 
provider files a lien for unpaid medical assistance against 
a judgment, award, or settlement that is obtained by or on 
behalf of a recipient of medical assistance, and provide 
that the state's rights under AS 47.05.070 have priority 
over such a lien. This will ensure that the department is 
aware of such liens and can/act in time to protect the 
state's rights under AS 47.0^5. 070 .

erely

Cowper 
Governor



Good afternoon, Madam Chair, members of the coirmittee. My name is Randy 

Super, I am the Administrative Officer of the Division of Medical 

Assistance.

The Governor requested HB 366 to enhance the states right to recover 

medical assistance payments made by the state on behalf of recipients who 

later file successful law suits, or receive out of court settlements, based 

on the accident or injury for which medical assistance was paid.

AS 47.05.070 was passed by the fourteenth legislature, as Chapter 105 SLA 

1986. This statute requires: 1) the department not pay medical claims that 

are payable by a third party; in other words if the individual has 

insurance coverage, the insurance company pays before the state pays; 2) if 

the department pays someone's medical bills and the recipient files a claim 

against a third party, the department is subrogated to the rights of the 

recipient; 3) attorneys fees for recoveries are allocated in accordance 

with court rules; and 4) the department may enter into contracts for 

recoveries from third parties.

Passage of HB 366 would amend the statute to require a recipient of medical 

assistance to formally notify the Department of Health and Social Services 

of any action or claims against a third party by or on behalf of the 

recipient if medical assistance was provided for the injury or illness 

forming the basis cf the action or claim against the third party.

Secondly, passage of HB 366 would amend the statute to require a medical 

provider to formally notify the Department when a provider files a lien for



unpaid medical assistance against a judgement, award or settlement that is 

obtained by or on behalf of a medical assistance recipient, and provides 

that the states right to recovery shall have priority over such a lien.

I would like to explain what prompted these requested amendments to the 

statute. The Division of Medical Assistance has identified 26 cases which 

were settled without the state's knowledge or participation resulting in 

approximately $360,000 in paid claims which can no longer be pursued. It 

is vt_v-” likely that even more such cases exist. This amendment will help 

the department to identify these cases in advance and make recoveries for 

the state.

The second amendment resulted from a case identified by the contractor in 

which the recipient was hospitalized for a serious spleen injury. His 

medical costs totaled $38,000. The state had paid $23,500; and the remain­

ing $14,500 represented an unpaid outstanding bill at the hospital for 

treatment during a period when the recipient was ineligible for Medicaid. 

The recipients attorney recovered almost $50,000 in settlement from the 

third party. $32,000 represented the remaining balance available after 

deduction of attorney costs. The hospital had filed a lien for its unpaid 

bill. There is no clear guidelines in the statute on how to handle 

settlements of this nature. The state felt that the amount involved did 

not provide a basis upon which to legally proceed through the courts to 

interpret the statute. As a result the state lost $3,684.

The Department has met with representatives of the Health Associations' 

Executive Board who have expressed their sunport for passage of this bill.



The Department has presented a zero fiscal note with this bill; because the 

amount of cost/savings is not quantifiable at this time. Additionally, 

because these recoveries are usually at least one year after payment of the 

medical assistance, the recoveries go to the general fund and do r.ot impact 

the Departments budget.

I would be happy to answer any questions that members of the conmittee nay 

have.
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Date referred:

H O U S E  C O M M I T T E E  R E P O R T
%

1/15/88 FURTHER REFERRALS: H E S S

The State Affairs

DATE:

Committee has considered HB 366

"An Act relating to subrogation of medical benefits? and providing for an 
effective date."

RECOMMENDS:

[ ] replace with

[ ] attached amendment(s)

p < do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the

[ ] the same title

[ ] a new title

Committee

ADOPTS: [ ] letter of intent

ATTACHES HEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

[ ] same as previous fiscal note

published _j_______________________

[ ] same as previous zero fiscal

note published __________________

SIGNING OTHER RECOMMENDATIONS:

• I





[ ] same as previous fiscal note

published  _______________________

[ ] same as previous zero fiscal

note p u b l i s h e d  _________________

S I Q n S G  C H U B B  R E O G H H E S m n O K S :

/ /  5  tf

H O U S E  C O M M IT T E E  R E P O R T
D a t e  r e f e r r e d :  1/15/88 FURTHER R E F E R R A L S :  ( Judicial

finance

DATE: l / 2 7 /gS
T h e  _______ HESS___________  Co m m i t t e e  has c o n s i d e r e d  HB 367

"An Act altering the composition, membership, and duties of the Alaska 
Police Standards Council; providing for certification of probation and 
parole officers and correctional officers by the Alaska Police Standards 
Council; and providing for an effective date."

[ ] r e p l a c e  w i t h  C S  (HESS') t '■'f the seae title

[ ] a t t a c h e d  amendment(s)  ̂ 1 a title

[ \/f d o  pass

[ ] d o  n o t  pass

[ ] n o  r e c o m m e n d a t i o n

[ ] indiv i d u a l  r e c o m m e n d a t i o n s

[ ] a d d i t i o n a l  referral t o  the _______  Committee

a e p m s  c ] letter of intent

A T T A C H E S  M E W  F I S C A L  NOTE(s) : 

[ s / f  f i s c a l  impact 

[ ] z e r o  fiscal n o t e  

[ ] z e r o  w i t h  a n a l y s i s



STATE OF ALASKA 
1988 LEGISLATIVE SESSION

REQUEST:____________
F IS C A L  N O T E

BELL VERSION: HB 367_______ _

PUBLISH DATE : ______________ _

  ___________________________  A g m v A ( f ^ . D e P a r t "'e n t  ° f  C o r r e c t i o n s
Title: An  Ac t  a l t e r in g  the c o m p o s i t i o n  B R U  .______________________________________

Revision Date:

membership of Alaska Pnlire St andards Council_________

Sponsor: Representative Swackhammer  Components :.
Requestor:__________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0
.

ANALYSIS : (Attach a separate page if necessary)

Preparalby: Susan E. K n i g hton,_Director_____________________ phtme. 4 6 5 -3 3 7 6

Division : A d m i n i s t r a t i v e  Services___________________________ D ale. 1-26-88

. ,-iv' ; 'L-.v- {. '.t m t J r t f
Approved by Commissioner: S u s a n  H u m p h r e y - B a r n e t t  C. Dalfi.
Agency :   D e p a r t m e n t  of C o r r e c t i o n s ______________

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget j
Impacted Agency(ies) P3̂ ------- of



T A B L E  O F  C O N T E N T S

MEMORANDUM OF SUPPORT, Rep. C.E. Swackhammer

ALASKA POLICE STANDARDS COUNCIL HISTORY,
Jack Wray, APSC Director

SUPPORT RATIONALE

ALASKA POLICE STANDARDS COUNCIL MINUTES 
(Partial of Nov. 13, 1987 Meeting)

SECTIONAL ANALYSIS

FISCAL NOTES

CORRECTIONAL STAFF CERTIFICATION LEGISLATION, 
HOUSE BILL 367
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SOLDOTNA
P.O. BOX 417 

SOLDOTNA, ALASKA 99669 
(907) 262-7663

JUNEAU

BOX V 
JUNEAIJ. ALASKA 99811 

(907) 465-2689

This packet contains House Bill 367 which places the hiring 
and training requirements of Probation/Parole and 
Corrections Officers under the purview of the Alaska Police 
Standards Council. Also attached, are supporting documents.

The opening of Spring Creek Correctional Center, in Seward, 
represents the return of Alaska's long term, hard core 
offenders. Spring Creek is Alaska's first maximum security 
prison.

It seems logical that the hiring and training requirements 
for custody staff fall under the auspices of the Police 
Standards Council. The certification process will instill 
pride and proficiency and will help to develop long term, 
professional staff.

Probation/Parole Officers will also realize the advantages 
of certification. Many of these individuals work daily as 
investigative and arresting officers. Hiring standards and 
applicable training will enhance their ability and improve 
their safety.

For these, and the attached reasons, I respectfully request 
your support.

REPRESENTATIVE
C.E. “SWACK" SWACKHAMMER

A la s k a  g>tate H cgte la turc

4
t,-

$ouSe of ftcpresentatfoeg

MEMORANDUM

TO: All Interested Parties

Z  * / h
FROM: Rep. C . E . Swackhanrinei/ 0 m *

DATE: December 15, 1987

TOPIC: Certification of Correctional 
and Probation/Parole Officers

CES/cn





H istory

P o l ic e  o f f i c e r  standards and tra in in g  c o u n c i ls  or commissions were 

developed in  the 1960's in  response to a n a t io n a l  recommendation that  

every s t a t e  appoint a body that would s e t  mandatory p o l ic e  tr a in in g ,  

education  and s e l e c t i o n  requirements and/or standards.

At the p resen t time most i f  not a l l  of the 50 co u n c ils  or commissions 

perform the same major fu n c t io n s ,  they: adopt r e g u la t io n s

e s t a b l i s h in g  mandatory minimum standards governing the s e l e c t i o n  of  

p o l ic e  o f f i c e r s ;  e s t a b l i s h  mandatory minimum tra in in g  standards;  

c e r t i f y  p o l ic e  o f f i c e r s ;  make in q u ir ie s  and conduct in v e s t ig a t io n s  to 

determine compliance w ith s e l e c t io n  and tr a in in g  re g u la t io n s  and 

standards.

A recen t n a t io n a l  survey conducted by the In te r n a t io n a l  A sso c ia t io n  of 

D irec to rs  o f  Law Enforcement Standards and Training revealed  that the 

commissions and c o u n c i ls  c o l l e c t i v e l y  expend 150 m i l l io n  d o l la r s  per 

annum in  carrying out t h e ir  d u t ie s .  They oversee  the ad m in is tra t ion  

and d e l iv e r y  o f  over 1,200 r e c r u it  b a s ic  t r a in in g  courses per annum, 

oversee  the in tro d u ct io n  of 300,000 new en tra n ts  per year and make 

p o s s ib le  ten s  o f  thousands o f  in - s e r v i c e s  and continu ing education  

programs n a tion -w id e .

Background

The Alaska P o l ic e  Standards Council i s  a regu la tory  and q u a s^ - ju d ic ia l  

body that was created  by Senate B i l l  1 , Chapter 178, sponsored by 

Senator B i l l  Ray and enacted by the 2nd S ess ion  o f  the 7th Alaska  

S ta te  L e g is la tu r e ,  e f f e c t i v e  July  7, 1972.

The L e g is la tu r e  granted the co u n c il  the power to adopt r e g u la t io n s  

e s t a b l i s h in g  minimum s e l e c t io n  and tr a in in g  standards for  employment 

as p o l i c e  o f f i c e r s ,  as w e l l  as other r eg u la t io n s  for  the



a d m in is tra tion  o f  the a c t .  The co u n c il  i s  composed o f  nine members 

appointed by the Governor and they meet form ally at l e a s t  twice each 

year.

Current S tatus and O rganizational Structure

The Council O ff ice  i s  s t a f f e d  by the Executive D irector  (0082) and a 

S ecretary  I (0084).  From th e ir  o f f i c e  loca ted  in  the Public S afety  

B uild ing  in  Juneau the Council monitors the employment s ta tu s  o f  

v i l l a g e  p o l ic e  o f f i c e r s ,  m unicipal p o l ic e  o f f i c e r s  and Alaska S ta te  

Troopers. The Council m aintains complete personnel and tr a in in g  

records for  1,200 to  1,300 p o l ic e  o f f i c e r s ,  reviews for  compliance a l l  

req u ests  from o f f i c e r s  fo r  c e r t i f i c a t i o n ,  c e r t i f i e s  a l l  p o l ic e  

t r a in in g  conducted in  the s t a t e ,  monitors the personnel f i l e s  of  

r e c r u it  o f f i c e r s  to determine i f  t r a in in g  and c e r t i f i c a t i o n s  schedu les  

are being fo llo w ed , provides b a s ic  and in - s e r v ic e  tr a in in g ,  

in v e s t ig a t e s  and when ap prop ria te ,  f i l e s  c i v i l  a c t io n s  to deny or 

revoke p o l ic e  o f f i c e r ' s  c e r t i f i c a t i o n s .  The co u n c il  a ls o  provides

l im ite d  a s s i s ta n c e  in  lo c a t in g  employment for  persons seek ing p o l ic e  

o f f i c e r  p o s i t io n s  and m aintains a lend ing  l ib r a ry  c f  tra in in g  f i lm s  

and p u b l ic a t io n s .

Accomplishments

The c o u n c i l ,  working c l o s e l y  w ith  the various  law enforcement agen cies  

and o r g a n iz a t io n s ,  has d ir e c te d  the a c t i v i t i e s  of the APSC in  such a 

manner as to ensure that the law enforcement community and the

c i t i z e n s  o f  the S ta te  o f  Alaska r e c e iv e  maximum b e n e f i t s  from th is  

program. Some o f  the c o u n c i l ' s  accomplishments include:

-  A major r e v i s io n  o f  the o r ig in a l  re g u la t io n s  that e s ta b l ish e d  

minimum s e l e c t io n s  and tr a in in g  standards for  employment as a

p o l i c e  o f f i c e r .  The r e s u l t  of the r e v i s io n  was the



estab lish m en t o f  comprehensive g u id e l in e s  for departments and 

agencies  to use in  determining an a p p l ic a n t ' s  e l i g i b i l i t y  for  

h ir e .

Conducting a s ta tew id e  job a n a ly s i s  study o f  the p o l ic e  p a tro l  

o f f i c e r  p o s i t i o n s .  The data c o l l e c t e d  in  th is  p ro je c t  re su lte d  

in  the expansion of the b a s ic  p o l ic e  tr a in in g  academy 

curriculum from a s ix  week course to a v a l id a te d  e ig h t  week 

course , led  to the estab lish m en t o f  a two week mini-academy for  

o f f i c e r s  that have rece ived  t h e ir  tr a in in g  in  other s t a t e s ,  and 

provided p h y sic ia n s  conducting p^e-employment p h y s ic a l  

examinations w ith  a re lev a n t d e s c r ip t io n  of job a c t i v i t i e s  and 

working c o n d it io n s  that an o f f i c e r  may encounter.

The development and funding through s t a t e  funds and fe d e r a l  

grants o f  s p e c ia l i z e d  and in - s e r v i c e  tr a in in g  fo r  p o l ic e  

o f f i c e r s  in  the su b jec t  areas o f  : In stru c to r  Development,

Line Superv isor , Management, In terv iew in g  and I n te r r o g a t io n ,  

Rape I n v e s t ig a t io n ,  Criminal I n v e s t ig a t io n ,  Sexual a s s a u l t  of  

Minors, Crime Scene I n v e s t ig a t io n s ,  Search and S e iz u r e ,  Alaska 

Criminal Code; Radar Operation, F ie ld  Training O f f i c e r ,  T r a f f ic  

Accident I n v e s t ig a t io n ,  T r a f f ic  Accident R econstruction  and 

T r a f f ic  Enforcement Management.

The co u n c il  in  cooperation  with the A ttorney G enera l's  O ff ice  

has published  and d is tr ib u te d  the Alaska F ie ld  Manual for  

P o l ic e  O ff ic e r s  now in  i t  fourth  p r in t in g .

Development o f  a tr a in in g  needs survey document that i s  used  

by the c o u n c il  to conduct a y ea r ly  survey o f  a l l  a g e n c ie s .  The 

r e s u l t s  o f  t h i s  annual study e s t a b l i s h e s  tra in in g  p r i o r i t i e s ,  

a id s  tr a in in g  providers in  planning t h e ir  a c t i v i t i e s  and to a 

degree measures the e f f e c t i v e n e s s  or impact of the p r ior  year  

tr a in in g .



-  Development o f  an audit system to compare the departments or 

agencies  personnel r o s te r  w ith that maintained by the c o u n c i l .  

This review i s  conducted once yea r ly  and any d isc r e p a n c ie s  found 

are corrected  immediately,

-  Jo in in g  w ith the Department o f  Public  S a fe ty ,  S ta te  Parks 

Department and Anchorage Airport S ecu r ity  in  supporting the 

Island  Community C o llege ,  Pre-Employment Law Enforcement Basic  

Training Program.

-  The review and approval o f  a t o t a l  o f  2 ,733  b a s ic  c e r t i f i c a t e s ,  

581 Interm ediate c e r t i f i c a t e s ,  402 advanced c e r t i f i c a t e s ,  616 

permanent in s tr u c to r  c e r t i f i c a t e s ,  221 temporary in s tr u c to r  

c e r t i f i c a t e s  and approval o f  over 750 law enforcement tra in in g  

cou rses .

-  I n v e s t ig a t io n  in to  m atters that r e s u lte d  in  the formal d en ia l  

or revoca tion  o f  17 p o l ic e  o f f i c e r  c e r t i f i c a t e s .

Conclusion

The primary g o a ls  o f  the co u n c il  are to improve the d e l iv e r y  of  

t r a in in g ,  ensure that employment standards are job r e la te d  and work 

toward fu rth er  in cr ea s in g  the p r o fe s s io n a l ism  of  o f f i c e r s  throughout 

the s t a t e .

In Alaska there are cu rren t ly  1 ,052 a c t iv e ,  f u l l - t i m e  p o l ic e  o f f i c e r s  

and approximately 250 a c t iv e  permanent in s t r u c to r s  who must meet the  

minimum employment and/or tr a in in g  requirements e s ta b l is h e d  by the 

c o u n c i l .  A t t r i t i o n  req u ires  continuous e f f o r t  on the part o f  the 

c o u n c i l  to a s s i s t  s t a t e  and lo c a l  agen c ies  by ensuring th at entry  

l e v e l  requirements are adhered to and that the tr a in in g  remains job  

re le v a n t  and a v a i la b le .
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S U P P O R T  R A T I O N A L E

Although certification will have specific benefits to both 
correctional officers and probation/parole officers, there 
are also general advantages to the certification process.
It lends consistency to hiring, training and discipline.

The aforementioned issues are beneficial to both the 
employer and the employee. Developing stringent guidelines 
for qualifications reduces the time needed for the initial 
selection process. The employer will be able to be 
selective, based on the criteria and the potential employees 
will be able to do a self evaluation as to whether or not 
s/he is eligible for employment.

Once the initial selection is completed, uniform training 
policies and procedures will aid in assuring each individual 
receives adequate and appropriate training that specifically 
relates to the job assigned.

Certification will also give esteem to the employee. This 
esteem, stemming from meeting stringent criteria, should 
reflect on work performance and self-confidence. These two 
attributes are necessary in all lines of work, but is 
critical in the correctional setting.

Corrections is an element of the criminal justice system, 
the welfare and safety of the public rests with the 
correctional officer, as well as those professionals in 
probation and parole services.

Putting the certification process under the auspices of the 
Alaska Police Standards Council offers another important 
facet. Not only will the council be comprised of law 
enforcement and correction personnel, if this legislation is 
passed, it already includes scrutiny by council members from 
the public at large. Public input will impact on the way 
corrections operates by providing nongovernmental 
viewpoints.

Above and beyond the standardizing of screening policies and 
procedures, consistent training policies and general input 
into the operations of corrections, are the specific values 
to the officers.

More specifically, correctional officers are dealing with 
known and convicted offenders. Their demeanor and 
performance of duties must be accomplished within the 
•'letter of the law;" some will be responsible for armed 
supervision of offenders. The legal impact of the use of 
deadly force is monumental. Certification will not only 
train the officers in correct performance, it will also aid



greatly in the selection process of whom is psychologically 
fit to be called upon to perform in life threatening 
circumstances.

A constitutional mandate of corrections is the reformation 
of the offender. The criteria of certification will assist 
the officer in providing appropriate supervision to enhance 
rehabilitation.

The screening process is important for correctional officers 
because history has proven that less than favorable personal 
and work histories of officers can lead to unlawful acts. 
This can be manifested by illicit relationships between 
officers and offenders, as well as unlawful acts that 
jeopardize the safety of society and the institution.

The probation/parole officer, too, has a great deal of 
responsibilities in performance of his/her duties. Besides 
offering supervision of offenders in the community, these 
officers, oftentimes, must act as arresting officers 
actually making physical arrests.

Training in supervision and arrest of offenders is critical 
to assure proper procedures are followed to aid in 
compliance with legal mandates. Likewise, training will 
also help greatly in protecting the officers in life 
threatening situations.

Besides critical situations, certification will simply lend 
itself toward promoting professionalism. Stringent hiring 
criteria, exhaustive training and physical/mental mandates 
provide the common bonding necessary to assure professional 
delivery of services. This is essential for complying with 
the constitutional mandate of protecting society and the 
reformation of the offender.
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The meeting adjourned for  a break at 10:59 a.m.

The meeting reconvened at 11:16 a.m.

APSC STATUTE CHANGE -  Chairman Bencardino introduced R epresentative  

Swackhammer. R ep resen tative  Swackhammer informed the Council that he 

Chairs the Subcommittee on C orrections and t comments he w i l l  be

addressing i s  more in  terms of p o l ic y  and procedures.

L isted  below are some o f  d e t i c i e n c ie s  the Committee has found in  

C orrection s.

1. Poor screen ing  p o l ic y  & procedures.

2. Lack o f  c o n s i s t e n t  tr a in in g  p o l i c i e s .

3. R etention  p o l ic y  based on d is c ip l in a r y  a c t io n  was not 

c o n s is t e n t  over a period  of time.

4 . T o ta l la c k  o f  p u b lic  input in to  the way C orrections i s  run, 

i t s  s t r i c t l y  a d m in is tra t io n .

R ep resen tative  Swackhammer s ta te d  he f e l t  a c e r t i f i c a t i o n  process  fo r  

c o r r e c t io n s  and p ro b a t io n /p a ro le  o f f i c e r s  would be ap prop ria te .  He 

s ta ted  he a ls o  f e l t  i t  would be an appropriate fu n c t io n  o f  the APSC.

R epresen tative  Swackhammer f e l t  that through a c e r t i f i c a t i o n  p rocess  i t  

would e s t a b l i s h  good screen in g  procedures in  the h ir in g  o f  c o r r e c t io n s  

o f f i c e r s ,  and provide c o n s is t e n t  tra in in g  standards fo r  C orrect ion s .

R epresentative  Swackhammer s ta te d  that he would not in troduce l e g i s l a t i o n  

u n less  he had the support o f  APSC. I f  he had the C o u n c il 's  support he 

f e l t  he could get l e g i s l a t i o n  passed through the second s e s s io n .

D iscu ss ion  fo llow ed  regarding c o rr ec t io n s  o f f i c e r s ,  and the  

p rob ation /p aro le  o f f i c e r s  c e r t i f i e d .

-7-



John McKibben s ta te d  that he f e l t  ir r e g a r d le ss  whether t h i s  C ou n cil 's

oversees  i t ,  he thinks i t  i s  d e f i n i t e l y  needed. He p erso n a lly  supports

t h i s  Council doing i t ,  but he would support any Council doing i t .

Chairman Bencardino asked i f  there were any o b je c t io n s  in  t h i s  Board

taking on t h i s  o b l ig a t io n  of being ab le  to c e r t i f y  c o r r e c t io n s  o f f i c e r s  

as w e l l  as p o l i c e  o f f i c e r s .

John McKibben made a motion that we support the assumption o f  those  

r e s p o n s i b i l i t i e s  by t h i s  board and support l e g i s l a t i o n  that w i l l  enable  

us to  do so .  Floyd Richmond seconded.

Chairman Bencardino atked i f  there was any fu r th er  comments on t h i s

motion.

John McKibben was in te r e s te d  i f  there was any audience comments regarding  

APSC c e r t i f y in g  C orrect ion a l O f f ic e r s .

Chief Ross s ta te d  h is  concern was that APSC reso u rce s  have been 

inadequate in  the l a s t  se v e r a l  y e a r s .  He a lso  f e l t  i f  t h i s  l e g i s l a t i o n  

i s  proposed there would be a need for  a r e a l i s t i c  f i s c a l  note w ith  i t  to 

provide for  the resources  not only  to  put the r e g u la t io n s  to g e th e r ,  but 

implement t r a in in g ,  and i f  that f i s c a l  note did not go through, then he 

would not want to  see  i t  under t h i s  board.

Chairman Bencardino c a l le d  for a v o te  on the motion, a l l  were in  favor ,  

the motion passed unanimously.

R epresentative  Swackhammer suggested  the Council meet in  Juneau in  

January to hold a s p e c ia l  m eeting.

R epresentative  Swackhammer informed the Council that both the  

Commissioner o f  C orrections and Public S afety  support t h i s  concept.

- 8
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TO: R e p r e s e n t a t i v e  C.E. Sw^dkhammer

FROM: Jack Chenoweth-
L e g i s l a t i v e

T he foll owing is a sectional analysis of HB 367.

S e cti on 1 restates the current statement of policy applica- 
b le to the A l a s k a  P olice Standards Council by incorporating 
r e f e r e n c e  in it to " p r o b a t i o n  and parole officers and c o r­
rect i o n a l  officers," the two p e r s o n n e l  groups that are s u b­
ject to cert if i c a t i o n  under  the amendments prop osed by this 
legislation. (AS 18.65.130)

S e c t i o n  2 changes the m e m b e r s h i p  of the A laska  Police Stan- 
dards Council, adding two to the current nine members, and 
s pecifying that the n e w  m e m b e r s  shall be the commissioner of 
corrections (or the c o m m issioner's  designee) and a probation 
or p a r o l e  officer. (AS 18.65.150)

S e c t i o n  3 specifies that the commissioner of corrections 
serves a m e m b e r  of the C o u n c i l  for the duration of his or 
h e r  term, and that a designee of the commissioner is to 
serve for the duration of the service of the commissioner 
w h o  m a d e  the designation. (AS 18.65.160)

As to p r o b a t i o n  and p a role officers and correctional o f f i­
cers, section 4 adds to the powers of the Council:

* the r e s p o n s i b i l i t y  to e s t a blish m i n i m u m  standards for 
their employment in p e r m a n e n t  and probat i o n a r y  positions;

* c e r t ification of individuals as qu alified for e m p l o y­
men t  in these positions;

*  the r e s p o n s i b i l i t y  to e s t a b l i s h  m i nim al criteria for 
r e q uiremen ts for basic training  courses for these positions;

*  a u t h ority  to consult w i t h  local governments and o t h­
ers design a t e d  concerning developmen t of training programs 
for these positions; and,
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* authority  to investigate an applicant for one of 
these positions in order to assu re that the applicant meets 
the m i n i m u m  qualifications for the position. (AS 18.65.220)

T h e  change in the caption to AS 18.65.230 made by section 5 
reflects the additional r e s p o n s i b i l i t y  give-', the Council for 
e s tab lishing and m a i n t a i n i n g  training programs for pro bation 
and paro le officers and correcti onal officers in this s e c­
tion. (AS 18.65.230)

S e cti on 6 adds n e w  codified sections that

* direct the Council to estab l i s h  qualifica tions for 
employment of persons as correctional officers; prescribe 
the m eans of providing evidence that an applican t meets the 
p r e s c r i b e d  qualifications; and pr ovides for issuance of a 
certifi cate evidencing that the applicant meets the p r e­
scribed standards; (AS 18.65.241)

*  direct the Council to e s t a blish qualifica tions for 
employme nt of persons as p r o b a t i o n  and parole officers; p r e­
scribe the means of prov iding evidence that an applicant 
m eets the prescr i b e d  qualifications; and provides for i s s u­
ance of a certificate evidencing that the applicant meets 
the p r e s c r i b e d  standards; (AS 18.65.243)

* spell out the circumstances w h e n  the Council m a y  deny 
a correctional officer certificate or a p r o b a t i o n  or parole 
officer certificate to an appl icant or revoke a correctional 
officer certificate or a p r o b a t i o n  or p a r o l e  officer c e r t i f­
icate previo u s l y  issued to an applicant; (AS 18.65.245)

* limits the employment of persons as correctional o f­
ficers to persons who h o l d  v a l i d  c o rrectio nal officer c e r t i­
ficates, w i t h  exception m a d e  for those employed on a p r o b a­
tionary basis * for a p eriod  as d eterm i n e d  b y  the Council;
(AS 18.65.247)

* limits the employment of persons as p r o b a t i o n  and 
p a rol e officers to persons w h o  h o l d  v a l i d  p r o b a t i o n  and p a­
role officer certificates, w i t h  except ion made for those 
e m p l oyed on a p r obationar y basis, for a p e r i o d  as determined 
by the Council. (AS 18.65.249)

The n e w  m a t e r i a l  added by bill section 7 a u t h o r i z e s , but 
does n o t  require, a m u n i c i p a l i t y  to require that persons 
e m p loyed in a m unicipal correcti ons facility m e e t  the r e­
quirements of this chapter that are applicable to c o r r e c­
tional officers. (AS 18.65.280)
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I have p r o v ided definitions for the three classes of e m­
ployee covered by this bill in section 8 . (AS 18.65.290)

The remainder of the bill are u n c o d i f i e d  sections that cover 
effective dates and transitional provisions.

Section 9 : Subsection (a) makes an exception to those e m­
ploy e d  as correctional officers on the effective date of the 
Act; those persons may continue to be employed and are not 
r e q u i r e d  to secure a certificate from the Council. However, 
u n d e r  subsection (b), if a p e r s o n  who has the b e n e f i t  of the 
exception under (a) ceases to be employed after the e f f e c­
tive date of the Act, that p e r s o n  may only be employed again 
as a correctional officer if he or she first secures a c e r­
tificate from the Council.

Section 1 0 ; Subsectio n (a) makes an exception to those em- 
p l o y e d  a s p r o b a t i o n  and parole officers on the effective 
date of the Act; those persons m a y  continue to be employed 
and are not r e q u i r e d  to secure a certificate from the C o u n­
cil. However, under subsection ( b ) , if a p erson  w h o  has the 
b e n efit of the exception under (a) ceases to be employed 
after the effective date of the Act, the person m a y  only be 
employed again as a probatio n or parole officer if he or she 
first secures a certificate from the Council.

In the main, section 13 w o u l d  m a k e  the bill take effect 
July 1, 1988. There are exceptions: section 11 delays the
effective date of AS 18.65.247, the pro vision requi ring that 
a correctional officer obtain a v a l i d  certificate as a 
condition of employment, to a date six months after the 
Council adopts pertinent regulations; section 12 likewise 
delays the effective date of AS 18.65.249, the p r o v is ion 
requiring that a pro bation or parole officer o bta in a v a l i d  
c ertificate of employment, to a date six months after the 
Council adopts pertinent regulations. The intent underly ing 
b o t h  sections is to impose these additional 
employ ment - r e l a t e d  requirements only after the Council has 
h a d  fair opportun?.ty to develop and adopt standards and 
initiate r e l a t e d  training opportunities for persons seeking 
certif ication under AS 18.65.130 - 18.65.290.

JBC:bb 
WKB1/06 3
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C h e n o w e t h
1/26/88

Original sponsors: Swackhammer, Gruenberg,
Rieger, et al.

IN THE HOUSE

CS F OR H OUSE BILL NO. 367 ( )

IN THE L E G I S L A T U R E  OF THE STATE O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - SECOND S E SSION

A  BILL

For an Act entitled: "An Act alter i n g  the composition, membership, and

duties of the A l a s k a  P oli ce Standards Council; p r o­

vid i n g  for c e r t i f i c a t i o n  o f  p r o b a t i o n  and parole 

officers and correc t i o n a l  officers by the Alaska 

Police Standards Council; and p r o v i d i n g  for an e f f e c­

tive date."

BE IT E N AC TED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. A S  18.65.130 is a m e nded to read:

Sec. 18.65.130. POLICY. The a d m i n i s t r a t i o n  of c riminal justice 

affects the health, safety and w e l f a r e  of the p e ople of this state, 

and requires e ducation and trai ning of a p r o f e s s i o n a l  quality. It is 

a p r i m a r y  public interest that appli cants m e e t  m i n i m u m  standards for 

employme nt as p olice o f f i c e r s , p r o b a t i o n  a n d  p arole officers, and 

correctional officers, and that criminal  j u s t i c e  e d u c ati on and t r a i n­

ing be m a d e  available to p o l i c e  o f f i c e r s , p r o b a t i o n  and p a r o l e - o f f i­

cers , and correc tional officers serving in a p r o b a t i o n a r y  c a p acity and 

police o f f i c e r s , p r o b ation a n d  p a role officers, and c o rrectional  

officers a l r eady in regular service. It is of secondary  public i n t e r­

est to encourage the e stab l i s h m e n t  of p r e l i m i n a r y  t r a ining programs 

for persons seeking to b e c o m e  p o l i c e  o f f i c e r s , p r o b a t i o n  and parole 

officers, and correctional o f f i c e r s .

* Sec. 2. AS 18.65.150 is a m e nded to read:

Sec. 18.65.150. C O M P O S I T I O N  OF COUNCIL. The council consists of 

the following nersons •   —  — ---------------------------
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(1 ) four chief a d m i n i s t r a t i v e  officers or chiefs o f  police 

of local governments;

(2 ) the co mmis s i o n e r  of public safety or a designee o f  the 

c o m m i s s i o n e r ;

(3 ) the c o m m i s s i o n e r  of corrections or a designee of the 

c o m m i s s i o n e r ;

(4) one p r o b a t i o n  or p a r o l e  officer who is a m e m b e r  of the 

Al a s k a  Pro bation and Parole Association;

(5 ) [(3 )] four members of the public at large w i t h  at least

two from the communities of 2,500 p o p u l a t i o n  or less.

* Sec. 3. AS 18.65.160 is amen ded to read:

Sec. 18.65.160. APPOINTMENT. The commissioner of p u b l i c  safety 

or a designee and the c o m missio ner of corrections or a designee shall 

serve during each [THE] commis sioner's continuance in office. Other 

m e m b e r s  of the council shall be a p p o i n t e d  by the gover n o r  for s t a g­

gered terms of four years, except that a m ember m a y  not serve beyond 

the time the m ember holds the office that e stabli shed e l i g i b i l i t y  for 

appointment. A  v a c a n c y  on the council shall be filled for the r e m a i n­

der of a m e m ber's u n e x p i r e d  term in the same m a n n e r  as the original 

appointment.

* Sec. 4. AS 18.65.220 is amended to read:

Sec. 18.65.220. POWERS. The council has the p o w e r  to

(1) adopt regulations for the a d m i nistration  o f  AS 18.65.-

130 - 18.65.290;

(2 ) e s t a b l i s h  m i n i m u m  standards for employ ment as a police 

o f f i c e r , p r o b ation or p arole  officer, and correctional o f fi cer in a 

p e r m a n e n t  or p r o b a t i o n a r y  p o s i t i o n  [POSITIONS] and certify persons to 

be qua lified as p o l ice o f f i c e r s , p r o b a t i o n  or parole officers, and

-  -c-c_----------- ---------- j —  ac? i o  c. c i r j n  i  o  r e  n n n .
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(3) es tablish m i n i m u m  cri minal justice c u r r i c u l u m  r e q u i r e­

ments for basic, s p e c i a l i z e d ^  and in-ser v i c e  courses and programs for 

schools operated by or for the state or a political s ub division of the 

state for the specific p u rp ose of training p oli ce r e c r u i t s ^  [OR] 

police o f f i c e r s , p r o b a t i o n  and p a r o l e  officers, and correctional 

o f f i c e r s ;

(4) consult and cooperate w i t h  [BOROUGHS,] munici palities, 

agencies of the state, other g o v e r n m e n t a l  agencies, universities, 

colleges, and other institutions c o n c e r n i n g  the d e velo pment of p o l i c e ^  

p r o b a t i o n  and parole officer, and correctional officer training 

schools and programs of criminal j u s t i c e  instruction;

(5) employ an a d m i n i s t r a t o r  and other persons n e c e s s a r y  to 

carry out its duties u n d e r  AS 18.65.130 - 18.65.290;

(6 ) investigate w h e n  there is reason to belie ve that a 

police o f f i c e r , p r o b a t i o n  or parole officer, or correctional officer 

does not meet the m i n i m u m  standards for employment; in connection 

w i t h  the investigation the counci l m a y  subpoena persons, books, r e­

cords, or documents r e l a t e d  to the i nves t i g a t i o n  and r e qui re answers 

in w r i t i n g  under oath to questions as ked b y  the council or the a d m i n­

istrator.

* Sec. 5. AS 18.65.230 is a m e n d e d  to read:

Sec. 18.65.230. [POLICE] T R A I N I N G  PROGRAMS. The council shall 

establish and m a i n t a i n  p olice training p r o g r a m s , p r o b a t i o n  and parole 

officer training p r o g r a m s , and corr ec t i o n a l  officer train ing programs 

through those agencies and institution s that the c o u n cil considers 

appropriate.

* Sec. 6 . AS 18.65 is amended by adding n e w  sections to read:

Sec. 18.65.242. STANDARDS F O R  CORRECTIONAL, PROBATION, AND 

PAROLE OFFICERS, (a) The council shall pcf-ahi i cVi /><■*■•:/»«-< p —
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employment of persons as correctional, probation, and p a r o l e  officers, 

including

(1 ) m i n i m u m  age, physical, citizenship, m o r a l  character, 

and exp eri e n c e  standards; and

(2 ) m i nimum e d u c ation standards.

(b) The council shall

( 1 ) prescribe the means of presenting e v i d e n c e  of f u l f i l l­

ment of the requirements set out in (a) of this section; and

(2 ) issue a certificate  evidencing s a t i s f a c t i o n  of the 

requir e m e n t s  of (a) of this section to an applicant who

(A) satisf ies the requirements of (a)(1) of this 

section; and

(B) m e e t s  the m i n i m u m  education standards of (a)(2) of 

this section by s a t i s f a c t o r i l y  c omp leting a t r a i n i n g  p r o g r a m  for 

correctional, probation, or p arole  officers e s t a b l i s h e d  under 

AS 18.65.230 or a c o urs e of i n s t r u c t i o n  in a n o t h e r  j u r i s d i c t i o n  

eq u i v a l e n t  in content and q u a lity to that required b y  the council 

for a p p r o v e d  correctional, probation, or parole o f f i c e r  education 

and tr aining p rograms in this state.

Sec. 18.65.245. D E N I A L  OR R E V O C A T I O N  OF CERTIFICATE. The c o u n­

cil m a y

(1 ) deny a c e r t i f i c a t e  to an applicant for a c o rrection al 

officer certificate or a p r o b a t i o n  or parol e officer c e r t i f i c a t e  if 

the applic ant does not m e e t  the standards adopted by the council under 

AS 18.65.242(a);

(2 )' revoke the certificate  of a correctional o f f i c e r .or a 

p r o b a t i o n  or parole o f f i c e r  who, h a v i n g  b e e n  issued a certificate, 

fails to m e e t  the standards adop ted b y  the council u n d e r  AS 18.-
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Sec. 18.65.248. E M P L O Y M E N T  OF CORRECTIONAL, PROBATION, AND

PAROLE OFFICERS. (a) A  p e r s o n  m a y  n ot be appointed as a correctional 

officer or as a p r o b a t i o n  or p arole o f f i c e r  unless the p e r s o n  has a 

v alid certificate issued b y  the council u n d e r  AS 18.65.242.

(b) The provi sions of (a) o f  this section do n o t  app ly to a 

p erson employed on a p r o b a t i o n a r y  basis, except that e m p l o y m e n t  on a 

p r o b a t i o n a r y  basis m a y  n o t  e x c e e d  the p e r i o d  authorized for p r o b a t i o n­

ary employ m e n t  determine d b y  the council.

* Sec. 7. AS 18.65.280 is a m e n d e d  by a d d i n g  a n e w  s ubsection to read:

(c) A  m u n i c i p a l i t y  that employs p e rson s in a m u n i c i p a l  c o r r e c­

tional facility  may, b y  ordinance, r e q u i r e  that those p e r s o n s  m e e t  the 

requir e m e n t s  of AS 18.65.130 - 18.65.290 that are a p p l i c a b l e  to c o r­

rec t i o n a l  officers.

* Sec. 8 . AS 18.65.290 is a m e n d e d  by a d d i n g  n e w  paragraphs to read:

(4) "correctional officer" means a person e m p l o y e d  b y  the 

state in a correctional f a c i l i t y  e s t a b l i s h e d  for the custody, care, 

and discipline persons c h a r g e d  or c o n v icted of offenses a g ainst the 

state or held under a u t h o r i t y  of state l aw to control those persons;

(5) "parole o f f i c e r "  mean s a p e r s o n  a p p o i n t e d  b y  the c o m­

mis s i o n e r  of corrections to sup ervise a prisoner's p a r o l e  under 

AS 33.16;

(6 ) "probation o f f icer" means a p erson a p p o inted to s u p e r­

vise p r o b a t i o n  who has the duties a s s i g n e d  b y  AS 33.05.040.

* Sec. 9. A P P L I C A T I O N  TO P E R S O N S  W H O  A R E  C U R R E N T L Y  E M P L O Y E D  AS C O R R E C­

TIO N A L  OFFICERS. (a) N o t w i t h s t a n d i n g  AS 18.65.248, added b y  sec. 6 of 

this Act, a person- employed b y  the state as a correctional, probation, or 

p a rol e off icer on the effective date of A S  18.65.248, may  c o n t i n u e  to be 

emplo y e d  as an officer w i t h o u t  a c e r tificate issued by the A l a s k a  Police 

Standards Council.
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(b) A  p e r s o n  continuing in employment u n d e r  the exemp tion p r o v i d e d  in
v .

(a) of this sect ion who terminates that e m p l o y m e n t  after the effective date 

of AS 18.65.248 m a y  be r e e m p l o y e d  by the state as a correctional, p r o­

bation, or p a r o l e  officer o n l y  if the p e r s o n  holds a v a l i d  certificate  

issued by the A l a s k a  Police Standards Council.

* Sec. 10. A S  18.65.248, a d d e d  by sec. 6 of this Act, takes effect six 

m onth s after the date on w h i c h  the A l ask a P ol ice Standards Council adopts

regulations e s t a b l i s h i n g  traini ng programs for correctional, probation, and

p a r o l e  officers u n d e r  AS 18.65.230, as a m e n d e d  by sec. 5 of this Act, and 

defining q u a l i f i c a t i o n s  fo r employment as those officers under 

AS 18.65.242, a d d e d  b y  sec. 6 of this Act.

* Sec. 11. E x c e p t  for AS 18.65.248, add ed b y  sec. 6 of this Act, this

Act takes e f f e c t  July 1, 1988.
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OFFICE OF THE ATTORNEY GENERAL

STEVE COWPER, GOVERNOR

P . O .  B O X  K — S T A T E  C A P I T O L  

J U N E A U ,  A L A S K A  9 9 B 1 1 - 0 3 0 0  

P H O N E :  ( 9 0 7 )  4 6 5 - 3 6 0 0

June 16, 1987

Honorable Steve Cowper
Governor
State of Alaska
P.O. Box A
Juneau, A K  99811

Re: CSHB 2 0 5 (HESS) am -- oc cupational
. therapists and naturop aths 
Our file: 883-87-0080

Dear Governor Cowper:

A t  Bob Evans' request on your behalf, we have r e v i e w e d  
this bill, w h i c h  establishes two n e w  li censed occupations in 
A S  08.54, "occupational therapists" and "occupational therapy 
assistants," and requires insurance companies to p a y  for the s e r­
vices of not only the newly licensed o c cupat ional therapists but 
also physical therapists, who have been licensed u n d e r  AS 08.54 
since 1957, and naturopaths, who have been licensed under AS 08.- 
45 only since 1986.

Primarily because of the serious o v e r b r e a d t h  of one of 
the central provisions of the bill, the defini t i o n  o f  " o c c u p a­
tional therapy"' itself, we must urge to y o u  to veto this bill. 
We believe that the extremely broad d efinition make s the n e w  
licensing systems created by this bill not only inappro priate but 
also practicall y unenforceable. If the bill becomes law it w ould 
be likely to create n e w  costs for school districts, the D e p a r t­
ment of Education, the Department of H e a l t h  and Social Services, 
and indirectly, for this department. It w o u l d  also create the 
possibility of higher  disability and workers 1 compen s a t i o n  i n s u r­
ance p r e m i u m s .

This bill is an example of m u c h  tha" is w r o n g  w i t h  the 
worst of our occupational licensing statutes. It was for the 
most part drafted by, and was introduced at the request  of, the 
private association of the only people w h o  stand to benefit for 
certain from its enactment -- the o c cupational  therapists t h e m­
selves. There was no outcry from consumers for p r o t e c t i o n  
against incompetent or unscrupulous practitioners. The bill is 
simply a self-serving solution w i t h o u t  a problem.

Most of the bill (13 of its 17 pages and 25 of its 31

0 3 C 3 2 L H
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sections subject to codification) makes additions or changes to 
AS 08.84 that are m o s t l y  parallel to existing provisions on li­
censure of physical therapists. The best we can say about this 
part of the bill is that it does not create a n e w  licensing 
board, even though it creates two n e w  licensed occupations. 
Rather, it simply adds to the duties, membership, and name of the 
existing Physical Therapy Board.

The biggest p r o b l e m  w i t h  the occupational licensing 
part of the bill involves secs. 20 and 24 of the bill. Section 
20 w o u l d  add n e w  AS 08.84.150(b), w h i c h  prohibits a p erson from 
practicing occupational therapy without being licensed unless the 
person is a supervised student or foreign graduate, a federal 
employee, or the holder of a 1 2 0 -day limited permit u n d e r  n e w  
AS 08.84.075 that w o u l d  be added by sec. 13 of this bill. V i o­
lations of this p r ohibition  could result in issuance of a 
citation under n e w  AS 08.01.102 -- 03.01.104, added this year by 
sec. 11 of CSHB 222(Fin) am S (our file no. 883-87-0082).

The root of the p r o blem created by this n e w  p r o h i b i t i o n  
is that the definitio n of "occupational therapy" in n e w  AS 08.- 
84.190(6) that w o u l d  be added by sec. 24 of this bill is so e x­
tremely b r o a d  that it includes almost anything that a nyone does 
for someone else who, for whatever  reason, needs help to cope 
w i t h  daily life. This definition, w h i c h  is almost a full page in 
the bill, is so sweeping that we set out just the first part of 
it for emphasis:

• • I *
(6 ) "occupational therapy" means the use of * 

p urposeful activity, evaluation', t r e a t m e n t s  and 
c o n sultati on w i t h  human beings w ho se abili ty to 
cope w i t h  the tasks of daily living are [sic] 
t hreatened with, or impaired by developmental d e f­
icits, learning disabilities, aging, poverty, c u l­
tural differences, physical injury or illness, or 
psychologica l and social disabilities to m a x i m i z e  
independence, prevent disability, and m a i n t a i n  
health; "occupational therapy" includes

(A) developing daily living, play, l e i­
sure, social, and developmental skills;

i t  i t  i t  i t

(F) . . . .

The further examples listed in (B) -- ( F ) , unfortunately, do l i t­
tle to help n a r r o w  the scope of the practice of oc cup a t i o n a l
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therapy. Curiously, the d efinition  does not seem to s p ecifica lly 
include anything directly r e l a t e d  to helping people learn ‘an 
occupation or h o w  to earn their own living. '

The result of the blanket p r o h i b i t i o n - against p r a c t i c­
ing occupational therapy w i t h o u t  a license combined w i t h  the e x­
tremely ove rbroad definitio n of occ upational therapy itself is 
that a license w o u l d  be r e q uired under this bill for m u c h  of what 
teachers, t e a c h e r - a i d e s , licensed h ea lth care practitioners, and 
even parents, various public employees, and volunteers do for 
people, old or young, who, for whatev er reason, need  help "to 
cope w i t h  the t a s k s •of daily living." Because they are not i n­
cluded in the list of exemptions in n e w  AS 08.54.150(b)(1) -- (4) 
added by sec. 20 of the bill, these people will be subject to 
citation for continuing their productive activities.

This obviously u n a c c e p t a b l e  result was a pparently  i n­
correctly explained away by proponents of the bill during House 
committee hearings by the alle ga t i o n  that this bill was only a 
"title bill" not a "practice bill." A n  occupational licensing 
"title bill" prohibits u n l i c e n s e d  people only from using the 
title of a licensee, but a "practice bill" also prohibits 
unlicensed p eople from doing an ything included in the d efiniti on 
of the licensed occupation. This bill has a title use p r o h i b i­
tion in sec. 18, adding n e w  AS 08.84.130(c) and (d) , but it 
unfortunatel y also has the above- m e n t i o n e d  u nlicensed practice 
p rohibition  in sec. 20, adding n e w  AS 08.84.150(b). We have 
d i s e a s e d  this p r o b l e m  w i t h  the Washington, D.C. attorney for the 
American Occup ational T h erapy A s s o c i a t i o n  and he agrees w i t h  our 
interpretation of the bill, but expresses vague confidence that 
"any problems can be w o r k e d  out" after the bill becomes law..

However, this severe overbre adth probl em should, in our 
view, be fatal to this bill. The p r oblem  could have been a v oided 
in any o f  several ways, but it was not. Section 20 c ould have 
been omitted, leaving the bill a true title bill as we u n d e r s t a n d  
its proponents claimed) The definition of occupational therapy 
could have been narrower and more precise, or the short list of 
exemptions from the license requirement could have been expanded 
to include volunteers and school and other public employees. 
Because not one of these steps was taken, we believe that your 
veto is advisable.

There are several reasons w h y  this bill passed the l e g­
islature despite all of its defects. These reasons have little 
to do w i t h  the substance of the bill, but yo u should be aware of 
them as you consider w h e t h e r  to veto it. The bill was not i n­
troduced until the end of March, and it was re ferred to three
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House committees, so it seemed likely that the most that could 
happen was that the bill could be pushed through the House by its 
sponsor, House Rules Committee Chairman Navarre. This e s t i m a t i o n  
seemed to be reinforced, albeit in retrospect mistakenly, w h e n  
the bill did not reach the House floor until the last w e e k  of the 
session, and then was further burdened by a floor amendment o f­
fered by Representative Walt Furnace. The floor amendment added 
sec. 28 of the bill w hich prohibits insurance companies from d i s­
criminating against (i.e., refusing to cover services p r o vided 
by) occupational therapists and physical therapists and n a t u r o­
paths. Although we have not had time to fully evaluate the l i k e­
ly effect of this floor amendment, we believe it could cause an 
increase in insurance premiums and a decrease in a v a i l a b i l i t y  of 
insurance, especially in the areas of disability and workers' 
compensation coverage. It appears that this amendment m a y  have 
resulted in added support for the bill, espe cially from n a t u r o­
paths, to help it through the Senate so quickly.

The substance of the House floor amendment has n e v e r  
had the benefit of any public hearing, just as the entire bill 
has never had the benefit of a Senate committee hearing. The 
bill, as amended on the House floor made it through four Senate 
committee referrals in six days w i thout a public h e aring and 
ended up being passed by the Senate late in the evening of T u e s­
day, May 19 -- the last day of the session. Two of the committee
referrals were ul timately w a i v e d  by the committee chairs.

, , . This leaves those who have problems w i t h  this bill in
the somewhat embarrassing position  of having n o w  to express the 
concerns being saved for Senate committee hearings next year. It 
also leaves, some serious question  w h ether the Senate committees 
that so quickly considered this bill complied w i t h  the reason a b l e  
n otic e requirement of AS 44.62.310(e). Of course, the a p p l i c a­
bility of that provision, along w i t h  our entire "Open M e e t i n g  
Act," to the legislature and its committees currently is at issue 
in Adams v. League of Women Voters, A l a s k a  Supreme Court No. 
S-181I" (1986). -----------------------

No one is currently being injured or v i c t i m i z e d  under
the status quo without the n e w  licensing systems for o c c upati onal
therapists and their assistants that this bill w o u l d  create. So, 
there is really no one to be pro tected by the bill. It w o u l d  do 
n o t hing wha tso e v e r  to improve the quality of service p r o v i d e d  by 
our currently unlicensed occupat ional therapists because, under 
sec, 33 of the bill, they w o u l d  all be auto ma t i c a l l y  licensed 
without examination regardless of e ducation or experience, if 
they belong to the American Occupational Therapist Association.
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A  veto w o u l d  deprive the Department of Commerce and 
Economic Development of the estimated $13,000 in license fees 
that w o u l d  be generated by the, n e w  licensing system, but it w o u l d  
more importantly avoid the burden of imp lementing an u n e n f o r c e­
able system on that agency, on the Departments of Education, 
H e alt h and Social Services, and Law, and on our school systems. 
M o s t i o f  the bill w o u l d  not take effect until Janua ry 1, 1988 so 
little real time wou ld be lost if it were someho w determined d u r­
ing the interim and next session that there really is a p r o b l e m  
w i t h  occupational therapy in A laska  that our state government 
should address by imposing more n e w  licensing systems. If such a 
determina tion is made, any n e w  licensing s ystem should m a x i m i z e  
public, not occupational, pr otec t i o n  and m i n imize disruption to 
schools, governmental and private service delivery programs, and 
insurance rates.

A  draft veto letter is attached for your convenience.

Berg Schaible 
At t or ney General

GBS:PBF:md



A k O T A ,  A l a s k a  O c c u p a t i o n a l  T h e r a p y  A s s o c i a t i o n

1 3605 Arctic Blvd. #1616, A nchorage , Alaska 99503
, „  (907) 345*0034

March 24. 1988

Labor & Commerce Committee 
Dave Donley, Chair 
House of Representatives 
Room 17, Capitol 
Juneau, Alaska 99811

Members of the Labor &  Commerce Committee:

The Alaska Occupational Therapy Association will favor passage of 
CS HB 368 only if there Tq an ammondmont Co page 2 lines 9 and 1 U.
The ammendment would be practice occupational therapy (provide 
independent or unsupervised occupational tfierapy services.)

i
It is essential that the statute be clear and that the public not 
be misled about services which are called occupational therapy.

The Association believes that if CS HB 368 io amroended as Indicated, 
the two areas of concern about the occupational therapy licensing act 
will be covered. It will clarify that schools can continue to utilize 
programs written by licensed occuaptional therapists and carried out 
by teachers and aides; it will clarify the use of activities within 
the definition of occupational therapy when carried out by other 
professionals as within the law; and it will continue to protect the 
Alaskan public by identifying those qualified tc practice occupational 
therapy,

Thank you for your concern and interest in providing Alaskans with 
services by qualified occupational therapists.

/  y  £

Mary Melissa Robinson, OTR/L 
President, Ak.O.T.A.
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P O S I TI O N  P A P E R  

H O U S E  BILL NO. 368

"An Ac t  e x e m p t i n g  c e r t a i n  persons f ro m  the r e q u i r e m e n t  to be licensed as 

an occu p a ti o n a l  t h e r a p i s t  or occu p a t i o n a l t h e r a p y  assis t a n t ;  and p r o v i d­

ing for an e f f e c t i v e  date."

EFFECT OF BILL

This bill w o u l d  e x e m p t  g o v e r n m e n t  e m p l o y e e s  and educat i o n a l  institution 

e mp l o y e e s w h o  p r o v i d e  occup a t i o n a l  t h e r a p y  s e rv i c e s  f r o m  the licensing 

r e q u i r e m e n t  in C h a p t e r  2, F SSLA 1987.

D I S C U S S I O N

Such an e x e m p t i o n  is n e c e s s a r y  b e c a u s e  m a n y  a c t i v i t i e s  f a l l i n g  u n d e r  the 

o v e r ly  b r o a d d e f i n i t i o n  of " o c cupational t h e r a p y "  in C h a p t e r  2 are 

per fo r m e d  by personnel w h o  have no formal occu p a t i o n a l t h e r a p y  training. 

If l i c en s e d  personnel w e r e  r e q u i r e d  f o r  t h e s e  a c t i v it i e s ,  ma n y  of the 

services w o u l d  not be performed. O c c u p a t i o n a l  t he r a p i s t s  w i t h  formal 

t r a i n i n g  a r e in s hort supply. The m o s t  e f f i c i e n t  w a y  to p r o v i d e  the 

services is to use o t h e r  personnel fo r pr o v i s i o n  o f  the less comp l e x  

a c t i v i t i e s  f a ll i n g  u n d e r  the d e f i n i t i o n  o f  "o c c upational t h e r a p y " in 

C h a p t e r  2, F SSLA 1987. W i t h o u t  the e x e m p t i o n  c o n t a i n e d  in this bill, 

that w o u l d  not be possible.

R E C O M M E N D A T I O N

The D e p a r t m e n t  o f  Health and Social S e r v i c e s  s up p o r t s  the pass a g e  of HB 

368.

A p p r o v e d  by:

Date:

M yra 11/ Muns o n , C o m m i s s i o n e r

i s A  t  /IA S
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S T A T E  O F  A L A S K A
1988 L E G I S L A T I V E  S E S S I O N

BILL VERSION : HB 368

PUBLISH D A T E 1/18/88

F IS C A L  N O T E

Revision Date:
Title:"An Act e x e m p t i n g  certa i n  persons 

. . . oc c u p a t i o n a l  t h e r a p i st  . . . 

Sponsor: Rules

Requestor: G o v e r n o r ____________________________

Agency Affected: H e a l t h  & Social S e r v i c e s 
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He a lt h  and Social Services.

Prepared by: Mel H e n r v . Director
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K e p .  u a v e  O o r t  l e v .  r h a i r m a n

House Commerce Committee
v. u. box v
•iunsau, Al as ka  W B l  1

•‘tear Kep r es e n t a t  1 vs U u m e v .

i would like to ex pros 5 mv co ncern r ea ar d i n c  MS ibis d i  i 2 proposes
that Qccuparianot t h e r a p y  cons in the school s y st e m he n o n e  hv a n o n — 
licensed person. the r e q u i r e m e n t s  0 + iicensina are not at all exclusive: 
so there is no rational reason w hv  anv Uccupa tional I heran a st would avoid 
the process. iheretore, the intent 0 + this l e qislat io n 1 s to allow 
u n t r ai n ed  p e r s o n s  to p e rf o rm  the ra p y skills, there is on tv one reason 
to ex plain this move: savinq monev by h a v in o  t h e ra py  pe r formed hv
n on q ua l i f i e d  persons.

ihe duti e s requi re d of the rhvsica* therapists ana Oc cupational therapist: 
in the school system atfen involve sever 1 v hancn c a p p e d  children. ihe 
skills used in this tvoe ot treatment are now beina r e co gn i z e d  as a 
sub-special itv in both prot-essions.

I am an o r t h o p e d i c a i i v  o r ie nt ed  khysical therapist and h a v e  pr acticed 
th erapy in the hospital and clinical se tt in q lor 1'<1 years. to convert to 
the p r a c ti ce  of n eu ro i o q i c a l i y  involved p e d i a t r i c s  would m v o t v e  at teast 
a year of e du c at io n  to upg ra de  mv skills m  that area.

I would hate to think of these sueci a.i ch i ld r en  bei no qi veri t ess than 
adeq ua te  treatment by an un s k il l ed  person. 1 am c o n c e r n e d  :or the oarent= 
who vjlit think that their chi l d re n are beinq treated bv a professional.

I — J so re c ommen d that the leai si at ure be sure that this wouia not be s> 
violation of the federal g overnme nt  re qu irement  in p ub l ic  taw v a — |4 7 ,

o
Sincere]'/.

»• /

X 2 cact/ ^  -• ^
uech Hansen:! Lt- 1

L’H : 1 w

9211 Lee Sm i th  D r i v e  • J u n e a u .  A la s k a  9 9 8 0 1
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AkOTA A l a s k a  O c c u p a t i o n a l  T h e r a p y  A s s o c i a t i o n

Dear Representative Donley:

The Alaska Occupational Therapy Association is strongly 
opposed to passage of HB 368. This bill would allow 
schools and governmental units, to employ persons to 
perform occupational therapy services without meeting 
qualifications for the practice of occupational therapy as 
defined in Alaska statutes.

Passage of this bill would allow consumers to receive 
treatment which is substandard and harmful. Consumers, 
including handicapped students, psychiatric patients, and 
developmentally disabled persons, in Alaska do not deserve 
less than qualified service providers.

To allow untrained, unqualified persons to say they are 
delivering occupational therapy services is certainl r not 
in the best interest of the State of Alaska.

Please, consider the effect the passage of this bill would 
have on the health care consumers in Alaska.

The Alaska Occupational Therapy Association is eager to 
assist the Labor and Commerce Committee, the Department of 
Education or the Office of the Governor in understanding the 
potential effect of this bill. We are also willing to assist 
with any potential difficulties in the practice of 
occupational therapy. House Bill 368 must not be supported 
because it would allow unqualified persons to deliver 
occupational therapy services.

3605 Arctic Blvd. #1616, Anchorage, Alaska 99503 
(907 ) 345-0034

February 2, 1988

Representative Dave Donley, Chairman
Labor and Commerce Committee
House of Representatives
P.O. Box V
Juneau, Ak 99801

Mary Melissa Robinson, OTR 
President, Ak.O.T.A.



CAROL -T. LAURION • - 3632 S. 40th #E301
Anchorage, AK 995C^

February 9> 1988

Labor & Commerce Committee Members 
PO Box V
Juneau, AK 99811

Dear labor & Commerce Committee Members: /
f

I am writing to you for my concerns of HB 388 introduced by Governor Cowper 
to exempt government units and educational institutions from occupational 
therapy licensure. Passage of this bill would mean occupa ‘,ional therapists 
and certified occupational therapy assistants working for school districts 
and state agencies would not have to be qualified or meet the qualifications 
for licensure.

I work at Alaska Psychiatric Institute with many chronic and acutely ill 
schizophrenic patients. These patients don't usually have the abilities 
to distinguish whether a therapist is qualified or not. Even is they did 
several are committed and they don't usually have a choice of leaving API 
to seek a more qualified therapist.

Before API, I worked at Hope Cottages with the same children who receive 
occupational therapy in the schools. I was often called upon to consult 
and teach caregivers on how to feed a profoundly retarded, multiply handi­
capped child who couldn't swallow properly and choked on each bite of food 
that was given him. I ask you - can this child distinguish between a 
qualified and unqualified occupational therapist? Can he choose who will 
give advice on how he's to be fed? Passage of HB 368 would allow consumers 
of governmental and educational units to receive substandard service. Is 
this the pride we take in our State services?

The Department of Education has voiced many concerns that the occupational 
therapy licensure law prohibits any person who may be involved in any 
aspect of the occupational therapy definition from performing their work.
The Alaska Occupational Therapy Association believes the purpose of the law 
is not to limit qualified professionals from practicing what they are 
qualified to practice as long as it is not represented as occupational 
therapy. Any clarification of this law could have been appropriately 
hryrleled with regulations. There are several alternatives that cculd have 
h=ndeled the Department of Education's concerns. Yet, Governor Cowper 
chose to introduce HB 388 and attach governmental units to the Educational 
Department's concerns for no apparent reason. I ask you who must know him 
better than I... I ask you - Why? Why would he choose to introduce a bill 
that would be so detrimental to the needy people of this State? Why?

The Alaska Occupational Therapy Association has chosen to take a stance of 
proposing alternative language to HB 368 that will allow teachers and 
teacher aides to develop daily living, play, leisure, social, and develop­
mental skills as long as such a person does not represent themselves as an 
occupational therapist.
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Carol J. Laurion 
KB 368

I ask you to send a message to the needy people of this State and send a 
message to Governor Cowper by adopting the Alaska Occupational Therapy 
Association's language to HB 388 and encouraging your collages to do the 
same.

Sincerely,
\

Carol J. Laurion, OTR 
Occupational Therapist Registered

cc: Alaska Occupational Therapy Association
ASK
Mental Health Consume?s of Alaska 
Alliance for the Mentally 111


