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Oldri Alnsknns live &Mf*lk  (In: slale, ho.vt. m, the lienviesi ennecnlinlion is found in (lie Am lionise
men, its expected. Appioximnlely 72% of Mice <0 :i Alnsknns icside in inbnn mid icgionnl mens, willi llic.
icmnining 211% loenled in small towns and village. , as shown in llic Inble below. In addilion, appioximalcly

26% of Alaskans fv'i and older live alone.

Where IMOlder Alaskans Live?

. : Vd5 hiid Qlder
Population «> :5i.
Viliam's anti .Small lowns(l) 152.1.11 1.n% 0.710 2R%
Ui'ljional and Htlian (enlcis(2) 39.7.708 77.% .1.6.139 22%
Tolal Alaska 550.011 100% 22,,169 100%
I'm m1 livinj* Alonr 27% 70%

‘Joint n  Alaska I>r|i:trlittcul of l.almt, llesniicli unit Analysis Section
Muirs: (1) Inrltnlcs localiuns willi |[m|nilaliun ol | in 2.1X10.
(2) Inrlink's locations willi |io|nilalion of 2.001 anil over.
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liupnii inent.s nr OQhloi 1"upuliilivit

Anmii|» nldei Alii_skn.s (0S yenrs nml older), four distinct groups mny be identified nceording lo their pic,sen!
lindlli needs: llic not impniied, 1Ik? modoinlely iinpnircd, llic severely impaired nnd llic most impniied. The
disiinciinn between these groups isdefined by Hic number of Activities of Dnily Living (ADLs) nnd

liistiinncntnl Activities of Dnily Living (1ADLs) (lint cneli isnblc to perform without difficulty, lixnmplcs of
Z Z Z ihe nciivitics in creli of these entcgoiics nrc listed below:

“ofiler AIM s 1ADLS
Viipn Inl{mi Wnlkiug - Preparing food
Untiling - Using lhe phone
L Toileting - Mnnnging money
- Dicssing - IfArlicipnling in leisuic nciivitics
liiijinhineiits lulling - Doing Inundry
(*(i))1|:|\/$illltljl(lil(riii Tinnsfciiiiig lo/fiom n bed or chair - ObInining nppointments

- Clcnuing one 3 living men
- Using public Irnnspoilntiun

Sonin:: Older Alnsknns Commission

I lie henllli stntus of older mliills cun lie cnssified ns follows:
m Not iinpniici: No ADL oi 1ADL impniiments
m Model ntely impniied: Difficulty with one or mote 1ADLs,but fewer [Ilimi three ADLs
m Severely impniied: WJilficulty with (bice or moic ADLs,yet still  not in need of 2*1-limn nursing erne
m 15062333 , Ueipiiic 21-hom (skilled) uuisiiigenic
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A simly completed in 1091 by .Snvnnt, Inc. fur llic Older Alnsknns Commission cvnlunlcd llic liculili sinins of
non in.sliliilinniiliz.cd older Alnsknns, nnd cslimnlcd dial npproximnlcly 11,000 pcisons nged 6/5 yenrs nnd
ovci lind no inipniimenls, 7,000 persons vvcic niodcrnlcly impniied nnd 3,000 wcic severely impniied. 'l 'lic
19010Idei Alnsknns Commission study of die needs of oldci Alnsknns cslimnlcd die size of die impniied
poptilnlion bused on nssnmplinns deiived from n IVB'l smvey of older Alnsknns. |he distribution of older
Alnsknns willi impnirmenls is piesenled in die dim | below.

1=m Older Alnskniis Willi Impnirmenls

Tolnl rnpiiliitlon Topiilnfion 65 Yenrs unit Oilier
Must Jmpnlrctl (1)
oo
¢/ -
f Severely Impiihnl
il
QU Muilcinlply Impnlrpil
31%
Nnl tinpnli eel
/ 11,632 527r
65 Win s mill OMi:r
_______________ }
Nnle: (1) (Zuncut oldci piipiiliiliiui in innsinf> homes.

As shown nbove, Ihe Uldei Alnsknns Commission lias cslimnlcd that nppmximntcly 10,000 oldci Alnsknns
hnve modelnlc oi scveic impniimenls, nnd will icipiiie nssisinnce in dnily living nciivitics. Mnny of these
Alnsknns me roiienlly leeciving seiviees Ihioiigh noising homes, Ihe Pionecis’ Homes nnd n vmiely of
commnnily bnsed nnd home-bused sciviee proginms.
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h.slincited Need Ini Nursing Services

The musing home industry iscuncnlly m u I ¢ t n significant change, icfleeling ichange in the definition of
who actually teipiircs 2d -hour skilled ciiic. Hospitals luive conic under picssiuc lo discharge pniicnts sooner,
iiflen lo skilled musing frcililies. 1lomc cure nnd community-based options Imvc incicased, helping lo dclny die
admission of moic inodciiilcly impniied individiinls lo nuisin;: ficililies. "Hicicfoic, most musing homes me

Z 3 Z Z expri inning nil inciensc in die neuity level uf (licit rcsidenls.

, ,O_l,der,f_ Thmughmil the c.ounliy, llicnumber of skilled beds utilized per Iliousmtd older poptiliilion imiges from 23 beds
Fipitin(ifin in Nevada, to n high of 79 beds in Ncbrnskn. The use mlc of skilled cure beds in Alaska iscurrently 35 beds per
Iliousniid 65 mid older populntioii.

i
Nursing (‘tux* beds per Thousand 65 nnd Older Population

Iminilrmrnl.s
id (filler
t'tiflitinlinti Nevada
Ol 1;nii
LSS Altislut
Need?! (if liiipsili ed |
[=<ilinlttfinn nnd LS. Avn Mr
et wnrlinjpin
NrliiiKlot
# in 10 fo so no 70 m

Source: Henllli ('me Investment Analysts

IInwcvei, necmditig to studies conducted by Mnssiicliusclts mid Washington (luting the past sevctal yenis,
between 63% and 75% ol cuiienl nursing home rcsidcnls in these stales did not need 2*1-hnui skilled musing
eme. Innddilinn, the Shite of Alaska has estimated that between "10% and 6 0% of the icsidcnts in the skilled
musing beds of the Pionecis* llonics do not need 2"1-hour skilled eme.



Ibised nn Hie 1990 census of (lie 65 yeius nnd older population group, and ilie piojcclcd older population
in 201, as well as (lie use idles of vaiious stales, llic cslimaled curienl need for skilled musing services
for eldcily Alaskans langes lielween 5 Id and 785 beds. Ifwe assume llial half of those cuncnlly in
musing beds could potentially be placed in assisted living, llic need for skilled beds would lie between
600 an 1950 beds by 2010. [Ihis indicates thnt (lieic is no additional need for skilled beds, assuming

otlin nliciunlive levels of care are developed.

('uleulntinu of Ksliinnled Need for Skilled Nursing lleds

1990 2010

UIHLUsIUJuntc. JJigljJistiujike Uiw U(; limiiie High Listimale

Population age 65 and over 22,369 22,369 53,665 53,665
Ilse iale pci thousand

older poptilnlion (1) 22 3S 3 32
Total beds indicated needed 51d 785 1,23d 1,878

l.ess 50% that do not need
2d limn skilled cate (2) (617)

Tolal beds indicated needed 617 <<

Sutures: (1) Hisludrat use tales fm Nevada (7.3) anti Alaska (35).
(7) (.'nnsn valive estimate based upon Massachusetts and Washington studies showing that 63% to
|yV,>0f niuenl musing home tcsideiils do not teipiiie the level of caie. they me receiving,
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I".slinmlcd Need Tfi* Assisted Living

(Illicr options :ivnihihk* lo those who do no! need 2 "l-hour skilled musing caie, include soppoilive icsidential
cine willi peisomd seiviccs (nhssisled living), and home and commonily-based cale. Assisted living services
generally include loom and hoard, wilh noising observation and supervision, as well as assistance with tasks
of daily living, such as lamidiy, lecrcation, and social services. According to the study completed for the
(lldci Alaskans ( @mmission, approximately d 7% of the non-iostitulionaliml age 65 and older Alaskan
population have moderate or severe impairments. A portion of these modernlciy or severely impaired will
choose soppoilive icsidential services in assisted living residences. These individuals typically live alone and
have no caie giver, or have severe impairments that rcipiire extensive supportive services.

("mienlly, ihe only pmvider of assisted living residential services in Alaska is the Pioneers® !lomes, where
Mb beds have been designated as assisted living beds. Once assisted living legislation and regulations arc in
place, Wl isuntil ipated dial oilier pmvidcis may develop assisted living facilities. The cosl of assisted living
caie iscnnsideiably lower than skilled nursing care, and mute icsldcnts will be able to affoid private pay for
cine. llowcvci, it is appaient that at some lime government funding should he made available to encourage
those who need care lo seek the use of this more cost efficient level of caie, ralliei than seeking musing cure,
lo lake advantage of available government funding. We have assumed that only those individuals wilh sevctc
impairments constitute lhe must likely candidates for assisted living residences, which accouling to the Older
Alaskans ("ommission was approximately 3,000 in 1990. Rased on studies of the personal care needs of the
cldcily completed by tte. National Center for Health Statistics, the cm rent estimate of those rccpiiiing
soppoilive icsidential setvices nmges between approximately 2,000 and 2,500. PiiMItcrmnrc, nppioxiinntcly
26&% of those age 65 and older in Alaska live alone. Thcicfoic, the estimated need fm assisted living
icsidential setvices for those with scvcic impnirmenls who live alone is between 500 and 800 beds.

‘eml Mmwi
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Calculation or Estimsdcd Need Tor Assisted Living lleds

1990 20J0
LuwJ&Jjiuals UiaidiSJiuiJLLQ Low Estimate High Eslimale

Populiilion age 65 nnd older 22,369 22,369 53,665 53,665
Loss in.slilnlionnli/.cd populnlion I M JQQO) (900)
21/169 21,469 52,765 52,765

Percentage of 65 nnd older

populnlion wilh impairments 0% (1) 14% (2) 9% (-) 14% (2)
1,932 3,000 4,749 1,387
I'ercenl living nloue _ZQ% 26% 26% _26%

Indicated need for assisted

living beds 502 7182 1,235 1,921

.Sources: (1) I’ciccnlagc linscrl on a slnrly coiti|>Iclc<I liy lire National Center Tor llenllh Statistics
(7.) Percentage based on tire 1991 study by .Snvant, Inc. runduclcd for the Older Alaskans Commission
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Mast"d on Hic projected eldetly impuliilion for 2010, mul Hic need methodologies developed foi die Uldet
Alaskans C."tniiinissitui and die National Center for Health Statistics, die projected need for assisted living
beds in Alaska is between 1,200 and 2,000, assuming only modest change inenvironmental factors such as

increased communily-bascd options, technological improvements, cures forccilain diseases, and increases
in life-span.

Current nnd Projected Need for Assisted Living lleds

2011 S 0 7
o
0 ~1 In,I1cales
1 1D I Seven times
7§ / - I more beds

Still Y TR I needed

Z T e F K
LIW HiFgji Low Lieke  Current Cnlinclly
1090 2010 (only

Pitmens' 1ltunes)

Source: Population per Aloskn Dcpailtuciil of Labor, llescatcli and Analysis Section
Ihr. rates per Older Alaskans Commission
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Kstimnlrd Need fur (mmunurit y-lhised nnd Ilumc-Huscd -Services

IliePitmens® llnmes Inive liislotically and ctirtenliy ottered a conliinnim of tesidenlial services, limn
independent tesidenlial living in skilled musing catc services. While these services ate intensely needed hy

snme older Alaskans, amuch larger number of impaired elderly could he served hy avaiicly oT eomnnmily-
hasetl iind home-hnsed services.

Community-based services include: 1lome-Mascd setvices include:

a Adult day cate piogiams M llomc-dclivercd meals
m “fianspoilalion m Home cate (nutsing, personal care, housekeeping)
Seniot centers ®m  |In-hnmc respite care

« Case manngcmenl/tcferral services m  ]lospiee care

m Clinic setvices

*

Mssculiiilly, all moderately or sevetely impaired individuals could have a need for one or mote commutiily-
hased ot home, based service. The Older Alaskans Commission has cslimnlcd 1fm( lhe number of individuals

cm trully in need of these setvices is approximately 9,R0(Q, and the number iceciving services isnppioximntcly
1.700. nr 13%.

(‘fommonily based and home-based services weic extensively teviewed hy (he Older Alaskans Commission in
199.T IlInsed on ils tcview, lhe Older Alaskans Commission has established goals to assume lespnnsibility

itself Tot expanding the uclwmk of home and eomnutnily-hascd services to the meet the needs of this gtowing
population.

Wvt/btanl Mmwi
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Ivsliin:iled Not*d for AMieimer"s Diseiisc mul Ucltdcd Disorders (ADHD) Services

Ilic |)icv!ilonce of Alzheimer™s Disease and Rclalcd Disoulcrs (ADRD) among older adults lias been sharply
incteasing Ihionghont Alaska and (lie United Stales. The Alzheimct®s Assncialinn Alaska Chaplet estimates
that over "1,0011 eases of mild and severe dementia currently cxisl in Alaska 3 population aged 60 and older.
Cuncnlly, individuals with ADRD are served in a vnticly of sellings from community-based services to skilled
musing fecilities.

OT the estimated "1,000 older Alaskans with ADRD, 556 adults received cate in the form of'adult respite cate,
adult day cate, and/ot caie cootdinaliott doting fiscal year 1993. These setvices were provided with funding
[mm lhe .Stale3 Mental Health Tmsl Pond. In addition, Management of the Rinnccis ”llomes estimates "126
older adults with ADRD wete residing in the Pioneers "Homes in 1993. Ifascd upon this information, itwould
appear that Ihe health rare and supportive care needs of over 63% oT Alaska 3 population with ADRD arc
cut renlly unmet.

Service Utilization by Older Alaskans With ADHD

Kstimaled residing In I'itnioerslIfumes
(assisted living anil skilled nursing)

1%
Uecelving cut i' tin tnigli limne
anti
y-Imsctl services
M%

Altltlt needs unmet

r,.th
Hecctving care in skilled

nnestnp, facilities
2%

soiiue: Oliler Alaskans Commission ami inlet views nf mirsi>*> facilities
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Hnh» toF (lie Pioneers' liniucs

The long leim caie needs of Alaskans mc being served through bolli Hic public (Pioneers "Homes) iind
piiviile scelnis. The six Pinneeis ”llomes piovide lesidentinl, nssisled living :iml skilled noising levels of
cine. In iiddilion, twenty other piivnlely owned fncililies provide skilled nursing cine nnd specialized, high
intensity musing cnm, including venlilnlors, shoil-leim icltnb, triicheotomy cnie, wound cine, nnd heiul
injury cnie. 1Tesenled below isn geneml desciijilion of lhe types of services provided by the Pioneers ~
Ilomes, fieesInnding musing facilities, hospital-based facilities and other tesidcnlial fecilities. The

medical acuity level of residents in the Pioneers "Homes is generally lowci than in the other musing

fecilities.
PIOi1e&iv"] ripdsialidliig yHusldtai-BaSed Oihet hfeslnddirig
ihnWwk -m$h\g tyiMilled Hoisliig Faciiliti® ®yesijdeiiiial Facilities m
Residential Vv v t
Assisted L.iving v i
Skilled Nuislog si Vv Vv
Special ('me vl Vv
....................................... 1
The six Pioneers' [tomeseunenlly have Ihe following mix of services by tesidenl:
Ndtslng Assisted Living nesldelitlni Total
Sitka 10 20 55 105
Fnhhnuks 17 15 19 % i
Palmer n 15 15 R2 |
Anehoiage ftfi 11 117 1.1
Keteliikau id 1d ! db
Juneau _ 11 J ! 11 11 I
Tolal Residents 1.01 M5 750 598 1
ISHSraSRTOWKBUI
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llie Pitmens’ littmcs currently serve about 1% nf the Alaskan population age 65 and ovei, % of die older

impniied population and | 1% of the older Alassans with ADRD. In total, ovt'i $26.5 million dollars of stale
funds aic being spent on the care of these 570 citizens.

Percent of (Modenitely or Severely

I'mrent FTTittnl Older Aliislom Impniied Older AlnsUims Served Percent of Older Alnslcims
l'uptdiillmi Set veil by Pitmens' llomes try Pinneeis' Homes with AHIU) Served by Pioneers' llomes
1% 6% t1%
97% ),i% HOY%

Somhcs: Older Abiskiins Commission nnd Alz.Ire.imei's As.sncialion of Alnskn

The Pioneeis’ liomes me not Medicaid ccr lifiotl. Rather, the Pioneers’ Ilomes provide one of the only
residential options for srnims who may not qualify for Medicaid assistance, yet cannot afford or prefer not to
pay the tales al other piivale musing facilities. And, the Slate's Medicaid system does not recognize ADRD
as a qualifying diagnosis for placement in a musing home. Theiefoie, ihe Pionecis* Ilomes remain one of the
only options fm senims nlflicled wilh dementia and ADRD, icgaidlcss of their financial icsnniccs.

Vmt Mnil



Tin* Pinnms™ Ilomes have always filled  unique role in llic Inng-Icim.cn:. delivery system in Alaska. At
inrcplian, they weie the only option available to serve lhe needs of the chleily nnd indigent pioneers. The
Alaska of today, however, isdilTeicnl than itwas even ten yenis ago. The medical needs of today 3 population
air glowing more complex, as people me living to much older ages, and as medical technology continues lo
evolve. The ITonreis "lIlomes have changed as well, lo accommodate the diverse spectrum of needs of its
icsidfiils. The Pionecis® llomes, like other mntme leliremenl communities and other musing homes, have

watched i icsidents "age in place” and me now admitting residents who me older, more fiait and have
gieater caie. needs than just ten yenis ago.

As the Pinneeis” llomes icsidents age, and as Pionecis™ llomes gain experience offeiing a less intensive level oT

service (assisted living) for its skilled musing patients who may not require 2d hour nursing care, (he mix of
Pinneeis" Ilomes has changed.

Change in Pioneers’ Homes Herl Mix

S”].Tlf” Nt))"” SMllsl*imlN iii sInji
XMITrel N m nlii] trslilriillnl
1V J\lrjs,«lilmilhl []*
Ik 0
199}His'torical 199d Current Vm Planned
r, ik ncits fiVR Ileus 50R Itnts

As depicted aliove, skilled musin% caie has decreased fiom d!'1% in 1991 to itscuiienl level oT ,M%, and is
piojecled lo luilhci decrease to 2. % over the next sevcial yems. Al the same lime, the less intensive assisted
living sei vices expanded from 11% of total beds lo 2d%, with d()% of total beds in 1996 piojcclcd lo lie assisted

living. The numliei of icsidential beds continues to decrease, as well, finm d6% in 1991 tod2% in 199d. with
55% of beds in 1990 projected lo be icsidential.






1. (.tivel nnnn* :md Oi ganil.ifion:»| Issues

The. Pioneers "lIlomes me owned, governed, and managed by (lie Stale of Alaska lluough the DepmImenl of Adminislialion®s

Division of Senior Services. However, many other groups provide both formal and infoimnl ovcisight to tire Monies, as

depicted.

£ MIlirrs nf I'Inliro « Jrslitrnls nf
fliMirris' lliniirl — of Aliishn 'thnco §' [liimr1
Klccttirnlt!
nsli Sinlr
iy |ruUlnill
Orpin linriil n(
OlvMnn nf Srnlui
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I'Innrriv
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JTHIHW.S wuiru-.s Siilk
lurch group of I Ttmccis*llomes stakeholders has itsown primary concern foi lhe llomes.

Pioneers "of Alaska: According lo ileir lifeialnie, "The Pionecis of Alaska ... |\vcie| formed in early lcrriloiial sci liiiili
days for social pm poses, keeping alive llicmemoiies of lireearly linil-bla/.ers ... Ihe olrjeel, rpiolii‘g its Coiislilnlion, lo
prcseive lhe names of all of Alaska®s pioneers on its rolls, lo collect and preserve lhe lilcraliire and incidcnls of Alaska 3
history and lo piomole lhe hesl interests of Alaska". Membership in lhe Pioneers of Alaska isopen lo any male who has
icsided in Alaska loi Ihilly yenis, while females who have resided in Alaska for Ihiily years may join The Pioneers of Alaska
Auxiliary, Although these gmups have no formal affiliation wilh Ihe Homes, they do feel a strong sense of ownership and
pride, in mniuliiining llicn. Primary (“oneern: To preserve the original role of lhe llomes as giving worthy (long-slanding)
Alaskans lhe caie Ilial is "dne" them, wilhoul icspecl lo ahilily lo pay.

Alaska Pioneers "Homes Advisory Hoard: This Hoard iscomprised of seven individuals appointed hy Ilic CJoveinoi and
serving, al his/hei disneiinn. Per .Section dd.21.100 of ihe Alnska Statutes, "The Hoaid shall conduct annual inspections of
the piopeiiy and pmeednies nf die Alaska Pioneers "JHomes and recommend lo ihe Hover nor changes and improvements.
The Hoard shall meel on a semi annual basis lo review admissions, pinccdiucs and lo consider cumplninls.”" Primary

I "oneern: To piesrive lhe commiinily sense of ownership.

(Joveimu 3 Task Porcr on (lie Pioneers "llomes: This lask force b

(hrveinm lor lhe pm pose ol examining (lie issues of eligibility and residency for admission lo (lie Pioneers® llonic. They ate
lo consider developing a eonsliliilinnally permissible point picfeience oi oilier system fm admission, nnd/ni developing a
foimnla Ihal would give picleience lo long-term Alaskans lo lire extent pcimiltcd by law, Primary Concern: To review llic
admissions criteria (i.e., residency letpiiiement) and lind satisfactory alleinalives.

Slate I.egislalme: lhe legislature is responsible loi appiopiialing monies fiom the (ieueial Pond lo the Department of
Administialioo to covci a poilion of Ihe operating costs of lhe Pioneers® Ilomes. In leucnl years, lire legislalmc has provided
binding fur nvn Ke% nf lhe updating costs nf llic six homes. Primary (“oneern: To seive lhe public inlcicst by pnidenlly
appiopiialing Stale Hinds in the Ilomes.

nnl Mnrv



Pioneers “Hunit's employees: P.mplnyros uf Ilic Pinneeis® Homes me. nil employers of Hio Sinle of Alnskn, willi llic exceptions
of Hic footl seiviee. mmi:i|<eis nnd dieticinns nl nil of llic homes, ns well ns lhe Immdry workers, food service woikcrs, mul
housekeepers in lhe Junenii Home. The employees me represented hy three sepmnlc unions, ITiumry Concern: To mninlnin

joh secmily nnd piide in the Homes.

Pioneers "l lomes residents: Residents of lhe Pioneers Homes me individunls 05 yenrs nnd oldei who hnvc icsided in Alnskn
lot tl lensl one yeni, :md who tlemouslmle lhe need for lesidence in one of lhe 1lomes bcenuse of physicnl disnhilily or oilier
renson. Residents me eucoiunged lo voice lheir opinions nnd concerns icgnrdiiif* lhe conditions nnd policies in lhe Ilomes hy
ptu lit iptiiinj! in die Resident (imini Isponsoied hy (heir respective home, Primnry Concern: To receive ipmlily erne inn
sliihle cnviionmenl, keepiiif; icsidenl fees lon minimum.

Deportment of A iliuiiiisl iiilioii nod Division of Senior Services: The Division of Senioi Services within lhe Depmlmenl of
nllociiled hy ihe Slide lepisintuie. The Deputy Diiccloi of Senioi Services whodiiecls lhe Pioneers "Homes is icsponsihlc foi

sellinn Hliedny lo tiny policies nnd procetlures followed hy lhe llomes. ITimnry Concern: To ensure llicdelivery of quality
"eme hi (lie lesidenls, while ni>Ininiii]> u secine, stnhle luiidinj* snuicc lo mninlnin lhe Homes.
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Qi gnnil.silinnid Structure

Ilie ("ommhsinnn ol Il Icp>:nlincni of Admiui.stinliuu, sin well sisdie Deputy ("ommissiuncr, llic Director of Senioi Sn vices,
(lie die Depniy IJiiecloi of Senior Sci vices who diicels llic Pioneers “llonics mid lhe individual Ilomes® administrators sue all
positions appoinlnl hy lhe Oovemor. During Hicpasl fiflecn years, llic tuinuvcr inle in Hicsc positions lias hecn rclalively high.

Ihe avoage length innlfice dining lids lime for ihe Commissionci, (lie Deputy Director oT Senior Services, nnd llic individual
Monies® sidminisiinlms has lieen ns follows:

Number of Average

Over Ilic Cast Fifteen Years Changes in Leadership Tenure

M Cnnimissioiici of llic Department of Adminislin®ion 9 Two yenrs
M Deputy Diiecioi of Senioi Services Two yenis
I'ioneeis’ llomes Adminislinlor 5 0) TIncc yems

Mule: (1) MegicsenK :iveri]ie elim]je. in lIm si* I'irmeois" iltttnen.

The complete luiuovci in lop msuiagemenl of (e Ilomes every two lo Huce yenis isunusual in the long Inin cnie industry, nnd

isexpected lomake long innge planning, which isciilienl lo adaptation lo a changing health erne nnd long lIcim cnie mnikcl,
difficult.

lan Hlicimoie, the complex anay of slakeholdeis, oveisecis, nnd advisors that pailicipnlc foimnlly oi inloininlly in llic

governnnc.e of ihe Ilomes is also unusual within lIhe lung-term care inihisliy,nnd itscIT conlrihules to Hlic difficulty of
implementing Inng-inngc plans necessaiy foi successful adaptation (0 a changing mnikcl.
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Sum tOft uf Smnri's of Funding

l-iliwlhif] Piuneois’ I lomes me. funded by lesideul fees and stale nppiopiinlions. State appropriations consist uf luuds
fmm die (leneial Fund and Hie Menial I'lcallh Trust Fund. Historical icvcnue sources have been as follows:

Minims' Munirs Unvniui'i

(000s)

S.uurccjul Tondloc HY.1989.  HY.1990  HY.1991  EYJ992  HYJ99J.  HY.1994
Ucsiilfiil Pers t 3075 3171 3527. 3551 3fi25 -Afi7-t
(irnsinl Piintl n|>|im|tiinlinns 77,139 71375 7-1R-M 25R1R 27.297. 2fi 271)
Mrnlitl tienllil TIK] PHIIES - - . . - 21()

Tolnl 85 ,-11-1 20,0-18 28,307, 29J89 30.917 31.10-1

Smurf! Msmp.ctiint

As shown hy the information above, tolal icvenues needed to operate the Homes have been increasing steadily,
al an average annual iate of four percent. State funding is now slatting lo decicase, with a slight shift occurring
fmm (lencral Fund funds lo mental health Oust funds. While icsideut fees have incicascd, these fees still cover
only 1 1% uf lhe (olid cosl of updating Ihe Ilomes.

Sources of Funding for the Pioneers' llomes
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Appi upi liitiiiik
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Funding from (I'cnernl Fund

lucieases in (ieneial Imiihl appioptiaiinn.s have ranged froni*1% lo >% annually fiom fiscal years 1990 through
199.1. Slate nppmpi ialcd Imu Iksdccicased 4% in fiscal year 199-1, as shown in Hicgraph below.

Annual Fercenlrtge Change in Funding
from lhe (General Fund fur Ihe Fioneers' llomes

Z
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.Sumac Management

I his dcciease in funding is anlicipaled lo continue in fiscal year 1995 and beyond, causing concern as lo future
funding alternatives, and lhe potential tradeoffs between the mix of services offered and lhe number of
icsideols who could leccive quality caie al the Ilomes. Such a lack of picdiclable levels of funding cicales

limitations on lhe ability of Management to effectively plan for the futuic, and respond lo achanging long-term
caie. maiket.
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Nirfi(itl Th ull It Tmst I'ttml

In 1"JIb, die Menial IleallllTrust Fund was cslalilislicd In serve Hlic following populalinn gioups willi laige
needs lot setvices:

N Individuals lecpiiiiug hospitalization fur psychialiic illness;
*  lhe menially lelaided and defeelivc;

M ( hitiic alcoholics wilh psychosis; and

m Senile people siilleiiog mnjoi menial illness.

In liscal yeai 199"1, 1he legisinluie appropiialed a lolal of $1.10 million fiom lhe Menial Ilcallh Tiust Fund.

Managemenl ol die Ilomes would like, lo supplement Hicdceieasing level of Stale (.leneial Funds icceivcd
wilh monies fiom lhe Stale"s Menial llcallh Tiusl Fund. llowcvcr, aeeoiding lo (he Older Alaskans
("ommissioo”s leseaich, only 1..% ($2. million) of all menial health tiust funds went lo piograms benefiting
victims of AOR1) in fiscal year 1997 A lolal of $210,000 of these, funds wcie icecived hy lhe IToliccts”
Ilomes in fiscal year 1991, which was lIhe fiisl year such funds weie ever received hy lhe Ilomes. An
addiliooal $92H, Q00 was leipiesled hy lhe Homes for fiscal year 19.7), howevci the legislature isexpected lo
appiove an ammml Ml is considciahly lowei. Itappeals llial Ihe 1Toueeis Ilomes should moie actively seek
lo seeoie a lepieseolalive. disliihulioo of these funds, lo help fond Ihe caie of icsidents wilh ADRU .

Medicaid

The IToncns ZIlomes do not currently pnilieipute in the Medicaid nr Mcdieaie piogiams. Managcmcnl of lhe
I Toneeis "1lomes has, in iccenl yeais, evaluated Ihe possibility of certifying Hlic 1l1omes under lire Medicaid
pmgiam as a poleulial means lo inciease niterunlive funding souiccs. lire implications of participation in llic
Medicaid pmgiam Mlal need Inhe couside.ied would include:

Impact on lire cunenl irsideul population

t dmpliaiice willi stale and federal govemmenl icgulaloiy leipiiiemcnls

Modification ol cunenl admissions policies

Addiliooal cosls associated wilh incicnscd documentation and cosl icpoiling requirements

( Tinenlly, the Stale does noi leeognizc, ADI?1.) as ipialifying diagnoses foi Medicaid placemen! in a nursing
home. Many of lhe Ilomes “residenls suffer from some form (ifdcmenltn, and have no oilier Medicaid
eligible diagnosis; Iheiefoie, many icsidcents would not he eligible (o icccivc Medicaid. In addition,
Managcmecnl believes llial lhe income levels of lhe many of lhe Homes Zicsidents would also disqualify (hem
liom Medicaid eligihilily. Due lo ihe.se conclusions, Managemenl believes Ilial poleulial ineiemenlal leveoue
horn Medicaid would not le sulficie.nl lowan ant lhe inneased icgulaloiy compliance.
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Resident Fees

While, ihe iales chaiged lo residents have ineicascd (hire limes since 19ft9, Ihe percentage nf total updating
costs rovcicd hy these icols has icmaincd lelalivcly conslanl, due lo die increasing cosl of lhe llomes.
Residents of lhe Monies can also he looked lo as an additional smncc nf revenues, by increasing resident Tees
In an amount equal |0 ihe foil cost of caie. Gmecently, Ihe percentages of monllily costs paid by residents by
level 0l Cine aie as follows:

Furrentage nT Hie Cost uT Cine Fnid by Residents

Residential Assisted Living Shilled Nursing
(us! uf em r paid (Just nf cm Bpuld Cosl uf enro pnld
hy resident liy fosldeiil hy resident
.15% 20%
Mnullily eosl ul cnie pel lesidenl Monthly cosl ul cnie pri residonl Monllily cosl of emu pci icsidcul
CLVII0 Q.1 S11ivo

Sooice.: Mnnni‘cniuiil

As Shown above, die Stale is subsidizing up lo 87% of Ilhe cosl oT caie in the Ilomes. Incicasiog lhe monllily
fee clunged lo les'nlenis could lower ihe amount of this subsidy. Managcmcnl has estimated that a leu pciccnl
iocidise in tales al Ihe llomes lianslalcs into only $.100,(100 oTaddiliooal revenues, due lo (lie facl Ilial few
residents can alfmd lo pay lhe lull incieasc. As inles have incieased, rcsidcnls aie expected lo pay only ihe
nmoiml llial they can affoid, and lhe Ilonics continue lo subsid'zc residenls lo Ilic exlenl necessary.
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Dlicr:i(th]i
Cosls

Operating (.'nsls

In providing cnie, llie Pioneer?;" llomes iiicui operating cosls such as salaiies, benefiis, dietary services, food
cosls, utilities, medical supplies and maintenance. Average operating cosls pci bed per year Tor each or (lie
six Pioneers "Homes “facilities are detailed in llic chail below:
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Aimmil Lost per lied at Ihe rioneers’ Homes
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Ilie I Tnncds™ 1lomes olfei iluee levels of care: musing setvices, assisted living services and residential sci vices.
Residential sn vices aie nffeied by other organizations, but it is difficolt to obtain comparative cost data. Assisted
living sci vices aie euiienlly nffeied only at Pinneeis™ Ilomes and lbeiefoie theie aie no piovideis in Alaska lo
rnmpaie lo die Pionceis™ llomes operating cosls for assisted living. Noising services aie offered by twenty oilier
piovideis in Alaska.

Managemenl of Hic 1"ioneeis” Ilomes conducls a cosl of care analysis annually and generally allocates (lie total
updating cosls ol the Pioneers® llomes by the llire.e levels of caie. The Pinneeis "llomes cosls allocated lo
musing lesidenls weie cumpaied lo Ihe cosls per resident ul other noising facilities. limvevcr, this analysis only
gencially eompaies cosl sliuclmcs hecaiisc:

I. The. Pinneeis" Illomes cosls do nol include dcpiecinliun and inlcicsl expenses; and

7. IMIirt homes may nol include cosls foi c.eilaiii services or supplies, such as nhysicnl therapy and
loedicalioii, in Iheir cosl irpoiis whereas lhe Pioneers® Ilomes include these cosls in (licit cosl of caie
analysis.

Rased on an analysis of ihe most cur rent inhumation available (1991 Medicate and Medicaid cost icpoils), il
would appear Ilil the Pioneers® Ilomes are lhe highcsl-cost provider of ihe five facilities surveyed. Cosl

infoimalioo loi five nlhci facilities in Alaska, compaied wilh llic Pioneers Humes, isshown below. However,
(lie following rompm isim should Ifcunderstood lo be nn npproximnlion .

1991 Average Annual Operating Cosl per Nursing Resident, at
Pioneers®™ Hume versus Oilier Alaskan Freestanding Nursing Facilities
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S'alai ies

Appinximntely 87% ol lhe Pionrcis® llomes budge! isspent nn shifting cosls. As this is (lie Inigos! cosl of
upending Ilic. homes, compensalion levels of lhe I Toneeis®™ llomes weic analyzed incompaiison lo Stale

avetages.

In dcntnpaiisoti ol salaiies and heiielils paid lo die I Tonee.is” Ilomes employees with salaiics and benefits paid
at olhei musing facilities in llie Stale, salaiies al llie Pinneeis™ Ilomes wcie found lo be onc-lliiid biglier. The
giapb below computes avetage salaiy per full-time ctpiivalenl employee (Fi II) al llie Pioneers® Homes lo
average salaiy pel PIP. al five oilier facilities in (lie Stale:

Mty

iuiim

Average 1991 Salaries ami Iteuefils per I'M?

Mar; Our lnilynf  Nnlkyir IVriHrymi SEAll™* Amporn] 5
Outil  <pii|indim I'inf lidrir Niithip  Oriipni rlilr
1"ntd-Ollirr Hilli™ il

Smnve: lleiillli ('aie Investment Analysis
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Ilie Alnskn Iinspilnl nnd Noising Ilonic Association solicits nil nnnunl le.view nf (lie compensation costs ol its
memhns tin(igh Mlicsci vices ol nn outside consulting (jump (Jacobson Company). In this survey,
compensnlion levels lot specific memhci frcililies wcie analyzed nnd n slnlewide average wns developed.

Computing the icsidls of thissutvey to compensnlion levels for similm depnilmcnls within the Pionecis®
Ilomes showed lhe following insults:

m Administmiois and other top level management: compensnlion lower nt the Pionecis "lIlomes (lim nt
olhei Alnsknn facilities;

m Uepnilnienl heads: compensnlion lelnlively ctpml toother Alnsknn fecilities;

n Suppoit peisoiinel, such ns maintenance nnd housekeeping: compensation higher nt the Pioneers ~
Ilomes; nnd

X Uegisteied muses: compensation appinximntely equal.

A vemge snlniy compaiisons for selected categories me shown hclnw.

Ailm lit 1ste :if m

[ti'ijK Iriiml Nm s

Nm s Assistant/! i Hilll J Sinvry nf nil Altisint Ptulllllrs

Nm.so Assistant H Pitmens’ limars
el g et Ty e T Do
Mansi'l<i'i'fibi|:/( jisliulhui
IT
Malnliinmi'" Win lu*r
(I 10 20 10 1 50 .0 70 no

.Sonne:  Alaska Hospital tiuil Nursing Home Association 199-1
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IMumtgemenl (‘onlrncls

Mnnngemenl conlincls sue in offeel ill nil of Hic llonics fm Mic. provision of diclmy services. In nddilion, llic
imiciiii Home nlso conlincls mil lionsckeepiii|j nnd Innndty sci vices.

I'lie ginph lielow shows lind Ilwo homes dial me compntnblo N size - KElcmknn wilh '12 beds nnd Juneau wilh
'I'V beds, These homes have n cosl diffeientinl of nlmosl $15,0(10 per bed, nnmially.

Saint les

Ammnl (josl per lied id (lie Jiincnu mill Kelchiknn rioneers’ Homes

Miiim (‘cnii'iil
ColiU ,<ls

JWviriol Kedillim
Sonire:  I'liiii

It would nppem dial die lowei cosls nl die Jinicnu Ilome can be atliilniled lo snvings lelnled lo Ihe miiungciucut

conlincls; howevei.lelinble cosl nllocnlions by dcpnilmcnl me difficult lo nsccilnin, nnd ftulhcr nnnlysis would

be leipTued to dcleuuine die cxnc.l nmoiiul of snvings nlliibulnble lo Ilic conlincls. I’er discussion wilh
Mnnngcmcul, die model fm conlincling set vices al die Junenu Ilome nopenis lo he walking well, nnd we

would eneoiunge fuilhci nnnlysis nnd implemeninlion wherevei possible.
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V. UrcomiiM'tidnlioHs

Ibised upon Hic nnnlysis presented heicin, nnd within llic guidelines of llic stilcgic nlicinatives evnlonled doling this pioccss,
KP MO picsenls llic following irconimendnlions willi regnrd lo llic fulorc direction of (lie Pioneers “llomes:

KccommemInlion: Mission

We. Tecnmmend Himl Hic Pioneers®™ Ilomes concenlrnle effoiis on seiving llic populnlion that ismosl in need of cni e, liolli
mcdicnlly nnd finnnchdly. This populnlion includes those over fi'i yenis of nge, who linve n need for cure that is nol icndily
nvnilnble in iheii cunenl home, selling, wilh piofeie.uce given lo llio.se who have Ihe. lensl nmouiil of financial icsouices, Pioin
nnnlysis of die cunenl iinnicl needs of ch In ly Alnsknns, il nppenrs liml llic gienlcsl need exisls for individonls wilh AURI), nnd
nssisied living personal snvices. We tccommend that lhe Pioneers "l lomes focus on pioviding these |wo foims of cnie, in

pnilieiihn,while eonliniiing lo provide skilled musing cnie sciviccs, ns needed. Pinilieimine, we lecominend Hml tesidcnlial
seivices liede emphasized locnnble Ihe 1lomes lo concenlinle on serving Hiose wilh lhe gienlcsl needs.

Wilh nshill inemphasis lo nssisied living nnd demenlin cnie, lhe Pionccts Monies nuisl nlso clmngc die mix of nvnilnlde beds. The
Pioneers "llomes me euiienlly in lhe process of lidding spccinl Alzheimer®s cnie uni Isal nil of lhe Ilomes. The mosl likely somcc
loi nddilinnnl nssisied living beds would be fiom die conversion of existing icsideulinl nnd skilled erne beds.

A foidiet eonseipieme of eoueenlinTnig efforts in Ihe nssisied living nnd demenlin cnie mens will he n shift in stuff lesnmces.
Residents in these units linih icipdie a lower level of cnie, which can lie ptnvidcd by eeilifierl muse aides, inthci limn icgisleictl
muses.

Inmemdmire willi ihe above, we tccommend Hml ihe Pinneeis "Homes lefine Iheii mission stnlemcul lo lend ns follows (emplmsis
added):

I'he I'inneet.v 1lnines seek to pioviile spei-ialired ves vices in n residential setting fin eldei ly Alnsknns who m e
most in need of lone, leim rare sin vices, wilh preference glvfin to those who Inive the lensl amount of financial
resources. These set vices me designed to masimiie independence nnd quality of life hy addressing the.
physical, psyrhosoi ini, and spititnnl needs of older Alaskans, through assisted living, and skilled nursing caie
services, with a particular emphasis in assisted living nnd dementia care.
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Hecnmiiicndnlhm: Orgtmiz.il tlumd Slmetm e

I lie citizens of Alnskn have hisluiically felt n strong sense of ownership with rognid lo IIm 1Toneeis "llomes. Many options for
innnngemcnl nnd operations lot IIm Homes have Imen evaluated by llm Stale, including privatization and conlrncl innnngeiuenl of
cm lain services. In lIm inleiesl of picserving (lie badilioual feeling of ownctship within Ilm populnlion, we do nol recommend Hint
IIm Homes be piivalized nl Ibis lime.

IInwove i. il isslill desiiable lo lind an mgnniz.alional sliuelmc Ilial will allow for reliable levels of annual funding, enable
managemenl lo effectively implement long-range plans, and piovide for more definitive and focused levels of ovcisigld. We
recommend considrinlion of IIm allernalives below as effective means fo accomplish these obje.clives. Each nltcrnntive is based
upon IlIm pie.mise of esiablisliing an inlcrmedinry between the (Inventor and Slalc legislating and lhe Pioneers "Homes.

m Option One: Classify cei fnbi Pionecis®™ Homes mimliilsfi nflv>: positions. (Limited clomgc from con cof) To allow for
conlinuily in deliveiy of services, and fo piovide HlImoppmInnily lo implement piograms and changes when necessary, lhe
positions <d lhe Ocpnly Oiieclor of die Division of Senior Services who is in charge oT lhe Pioneers® llomes, as well as lhe
individual Ilomes Zadntinislralms would become, classified, lallmr than appolnled, positions.

« Option Two: (Jonsl-govei omeolnl control similar lon Ilmud of Regents. (Mmlcrnle change) Undei Ibis allei nalive, Ilm
Pinneeis "Homes would be piivnlely iucmpmnled, willi goveinance vesting in a Moaid of Diieclms Ilial ac.ls as an
inlmmediaiy between Ilm Ilomes, and lIm Slalc legislature and Ooveinor. Again, IIm Mould could be. self-peipetnaliag wilh
sovend voting nmmImis appolnled by viiioe of (heir posilion, and additional mcmbcis appoinled by Ihe Ooveinoi fiom
vaiious slake.liohler gioops.

» (Qplion Three: Shift eonlrul of cncli Ilonic lo flic citizens oT each respective conmnmily. (Comprehensive change) A
local Moaid of IbreclIms could Im fonnc.d ineach of tre. six towns where lhe Pioneers® llonics aie located. Various
cmmminiiy leaders and citizens al-laige. wilh he.allh caie or iclaled tpialificalions would he lepiesenled on the Hoard. We
tccommend dial 1Im Moaid he self pctpelnaling, wilh a majmily of voting members, appoinled hy viiluo of Iheii posilion
(tor example, lhe mayor, lhe Home"s admiuistialor, or llic president of the Pioneers "lIlome Poumlalion). The Hoard could
also include voting inemImis fiom Ihe. Dcpnituieut of Administration, as well as inendmrs appoinled by Ilm Governor (or
nmninnlcd hy Hm Moaid and appioved hy comimmlly slakeholdeis) fiom the stakeholder giotips desciihed untHer. The
adminislialion of tim Home would icport directly lo lIm Moaid.
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Mccnmmemlidinn: Ad inns I'w Kevcime Kiihtmccmenl nnd Cosl Savings

Tluuuglioul din piocess nf nnnlysis of llic 1T nnms ~llonics, scveinl opcrnlinnnl issues nunc lo our nllcnlion. 1lie issues raised,
mul our subsequent lecoiiiniendnlions, me iisled below.

m Issue: _Should (lie rioneers "Homes become Medicaid cerliHed? Under (lie cunenl Medicaid regulations in Alaska,
A1) I1)me not qualifying diagnoses foi Medicaid-eligible admission into a nursing home. Management believes llia ihe
income levels of many of die Homes Zicsidcnts would also disqualify (hem fiom Medicaid eligibility. While we do nol
iccommend Hlial lic llonics "puisne Medicaid ccililicalion at iliis lime, we do recommend liml Management <sfihe Ilomes
ljalhcis ihe neeessaiy information fiom rcsidcnls lo conduct an annual review of (lie cosls and benefiis willi lespccl lo
parlicipaiiou in lhe Medicaid pmgiam. Also, ifAkheimei 3 Disease becomes Il qualifying diagnosis for musing home
Medicaid eligibility, the Ilomes should ircunsidei llieir pailieipalion.

[ ] Issue: | 'oohl Ihe rioneers’ Homes ollli/.e mimngemcnl conlincls (o provide nny of lhe services Hud mecm renlly
pimilled hy employees uf lhe Slide? While Managemenl nf lhe rioneers’ Ilomes has conducted some analysis as lo
wlielhcr The managrnicnl conliacls cuncnlly in place al die Ilomes effectively minimi7c cosls, we recommend fm liter
detailed linancial analysis be peiloimed lo iisccilniii (he leasibilily of implementing management conliacls whcievei
possible. In addilion, pci discussion wilh Managemenl , it appeals llial lire cunenl union conliacls may have lo he
icnrgolialed in oidei lo allow fuilliei coiiltacling mil of services.

Issue: Should (lie rioneers®™ Humes iuereii.se lhe monthly ride charged (o residents lo more roily cover (he cosl of
cnie? Yes Willi limited slalc funds available, huge tunnel needs, and willi available fee-loi setvice options, juslilicalion
loi continuing lo subsidise cnie fm 3% of tlie populnlion is not apparent. If funding fiom (lie .Slalc continues lo decicasc, il
will be neeessaiy lo maxinii/e llic amoi.nl of funding from nlImiaiive sources. Cuncnlly, residents pay only 13% of die
mini cosl nf caie. Incicasing talcs would gencinle addiliooal levenucs lo offset possible decieascd Slate funding. N is
impoilanl In noie llia il tales aie incieascil, llicHomes would dill expect rcsidenls lo pay only llial which they can affonl.
No individual would be luincd away or discharged from a Home due lo a lack of ability to pay.
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TCN:50634  SCHEDULED FOR:04/26/95 08:30 TO 10:00 FOR:MAT
PUBLIC HEARING HOUSE HEALTH, EDUCATION & SOCIAL SERVICE
LOCATION:MATSU f
HB"'246.f ."ED"p $LYNCELES>
L] L]
~04/26/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1150
08:35:20 PARTICIPANT LIST (ALL PARTICIPANTS) BY :KTN
TCN:50634 SCHEDULED FOR:04/26/95 08:30 TO 10:00 FOR:KTN
PUBLIC HEARING HOUSE HEALTH, EDUCATION & SOCIAL SERVICE

LOCATION:KETCHIKAN /

,TL,ESTIEYt® 25y

HB246-, MRS®.-, GLADYS KLOSE }
. 04/26/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1150
08:30:17 PARTICIPANT LIST (ALL PARTICIPANTS) BY:SOL

TCN:50634  SCHEDULED FOR:04/26/95 08:30 TO 10:00 FOR:SOL
PUBLIC HEARING HOUSE HEALTH, EDUCATION & SOCIAL SERVICE

LOCATION :KEN?SOL mf

HBy'2 46" Mrsz/ VIRGINIA/ WALTERS/ AARP,*r<y TESTIFY"
HBf-246 f PR-" ) FOSTER 1 WALTERS =F .EARP 7 JTESTIFY iy
HB"*246 1 Asusa)  SYLVIA 1 JOHNSON / W*AARP 3 / TESTIFY; ;A
HB ;246 / MR.; /  CHARLES QUARRE ~ "AARP .7 _TESTIFY
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, 04/26/95 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1150
08:47:56 PARTICIPANT LIST (ALL PARTICIPANTS) BY :FBX
TCN:50634 SCHEDULED FOR:04/26/95 08:30 TO 10:00 FOR:FBX

PUBLIC HEARING HOUSE HEALTH, EDUCATION & SOCIAL SERVICE

.UPP/VFE - REPLACES jyr~-p
- . L
LOCATIQN-FAIRBANKS/ PAeWOUS 1ist \VZa

HB..246.L7 MR:-~7 GERALD 1 BOHMS ™ .TESTIFYA
FB*r246" Of MR.7 1EE CARMAN AARP- i "TTESTIEY:
XvdulJc'.
. i .
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Signature

LEGISLATIVE TELECONFERENCE NETWORK

SIGN-IN SHEET
SPONSOR
SUBJECT & 3L,
START/END TIME: DATE
Printed Nnmp/Rpnmspnlinn Mailing Arldress/Cllv Phone

TOTAL P .01



05711795 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1401
10:50:38 N CONFERENCE DISPLAY PAGE 01 - ORDER SUMMARY L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
SPONSOR: HHES HOUSE HEALTH, EDUCATION & SOCIAL SERVICE CHAIRs: TOOHEY
PURPOSE: PUB PUBLIC-HEARING LEGISLATIVE BUNDE
1ST ITEM: HB 246 OPERATION OF PIONEERS® HOME 1 ITEMS ON AGENDA
CONTACT: LYNNE SMITH TEL: (907)465-6825 MODERATOR: Z27Z
LOCATION STAFF
CHAIRING SITE: JUNEAU CAPITOL ROOM: CAP106 PRINTER: L300
PARTICIPATING LIOs: 8 VOLUNTEER SITES: 0 OFFNETS: 2
SPONSOR REMARKS(PUBLIC): TESTIMONY ALLOWED: Y 3 MINUTE LIMIT:
TESTIMONY WILL BE TAKEN WITH A 3 MINUTE LIMIT.
BACKUP MATERIAL: N
UPDATE NO: 7 ENTERED BY: LHSCHES LAST UPDATED BY: LIOCELI
REQUESTED ON: 04/20/95 ON: 04720795 ON: 04/727/95
MSG:
ENTER Pg# 02 PF2 NextC# ynnnn PF3 Exit PF4 Menu PF6 Print PF12 Quit
05711795 LEGISLATIVE TELECONFERENCE NETWORK LTN1403
10:51:34 N CONFERENCE DISPLAY PAGE 03 - PARTICIPATING LIOs L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
* LI10 NAME ROOM ADDRESS ROOM# MODERATOR
ANC ANCHORAGE 716 W 4TH, #200 zzz ZZZ LOCATION STAFF
FBX FAIRBANKS 119 N CUSHMAN ST ZzZZ ZZZ LOCATION STAFF
HOM HOMER 126 W PIONEER #4 Z77Z zzz LOCATION STAFF
* JNU JUNEAU CAPITOL CAP106 zzz LOCATION STAFF
KTN KETCHIKAN 352 FRONT STREET ZzzZ zzz LOCATION STAFF
MAT MATSU 165 E PARKS HWY. 2Zzzz zzz LOCATION STAFF
SIT SITKA 210 LAKE STREET z2zz zzz LOCATION STAFF
SOL KEN/SOL 145 MAIN ST LOOP Zzzz zzz LOCATION STAFF
MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 04 PF2 NextC# ynnnn PF3 Exit PF4 Menu PF5 Update PF7 Bwd PF8 Fwd
05/7/11/95 LEGISLATIVE TELECONFERENCE NETWORK LTN1404
10:51:41 N CONFERENCE DISPLAY PAGE 04 - VOLUNTEER & OFF-NET SITES L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
* LI0 VTS NAME ADDRESS CONTACT TELEPHONE
ZZZ OF1 OFFNET 1 ANCHORAGE PIONEERS HOME 907 999 9999

277 OF2 OFFNET 2 SIT PIONEERS HM CAROL MONACO 907 747 3213



MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 05 PF2 NextC# ynnnn PF3 Exit PF4 Menu PF5 Update

PF7 Bwd PF8 Fwd

05/11/95 LEGISLATIVE TELECONFERENCE NETWORK LTN1405
10:51:53 N CONFERENCE DISPLAY PAGE 05 - PARTICIPANTS BY SITE L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
SITE: LIO ANC VTS ANCHORAGE
1 DAVID WASHBURN 0 01 HB 246
(907)000-0000
2 GRETA BUTCHER 0 01 HB 246
12820 SUMMER DR ANCHORAGE AK 99516 (907)345-1663

MSG: 1410 NO FURTHER INFORMATION

ENTER Pg# 09 PF2 NextC# ynnnn PF3 Exit PF5 Update PF7 Bwd

05711795 LEGISLATIVE TELECONFERENCE NETWORK
10:51:57 N CONFERENCE DISPLAY PAGE 05 - PARTICIPANTS
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00
SITE: LIO FBX VTS FAIRBANKS
1 MR. GERALD BOHMS
PO BOX 80155 FAIRBANKS AK 99708
2 MR. LEE CARMAN AARP
712 BENTLEY DR FAIRBANKS AK 99701
3 MS. KATHY DIETRICH ASEA
1951 RED LEAF RD FAIRBANKS AK 99709
4 MR. WALT SCHUETTE
2221 EAGAN ST FAIRBANKS AK 99701
5 MR. ARTHUR JEPPESEN
2221 EAGAN ST FAIRBANKS AK 99701
6 MS. DOROTHY SYLSBERRY
PO BOX 83054 FAIRBANKS AK 99708
7 MS. LOIS MEITER
455 3RD AVE., #721 FAIRBANKS AK 99701
8 MS. REVA SHIRCEL TANANA CHIEFS
122 1ST AVE., SUITE 600 FAIRBANKS Al 99701
MSG:
ENTER Pg# 09 PF2 NextC# ynnnn PF3 Exit PF5 Update PF7 Bwd
05/11/95 LEGISLATIVE TELECONFERENCE NETWORK
10:52:02 N CONFERENCE DISPLAY PAGE 05 - PARTICIPANTS
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00
SITE: LIO FBX VTS FAIRBANKS
9 MS. EILEEN MONTANA PIONEERS HOME
2221 EAGAN ST FAIRBANKS AK 99701
10 MS. SANDRA MCCLARY

3040 DAVIS RD A3 FAIRBANKS AK 99709

PF8 Fwd PF12 Quit

LTN1405
BY SITE L362
STATUS: 7 STATS 1IN

T 01 HB 246
(907)479-6970
T 01 HB 246
(907)452-6296
T 01 HB 246
(907)455-6064
0 01 HB 246
(907)452-2008
0 01 HB 246
(907)452-4471
0 01 HB 246
(907)479-7890
0 01 HB 246
(907)452-3638
0 01 HB 246
(907)452-8251

PF8 Fwd PF12 Quit

LTN1405
BY SITE L362
STATUS: 7 STATS IN

0 01 HB 246
(907)456-4372
0 01 HB 246
(907)474-4619



MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 09 PF2 NextC# ynnnn PF3 Exit PF5 Update PF7 Bwd PF8 Fwd PF12 Quit

05711795 LEGISLATIVE TELECONFERENCE NETWORK LTN1405
10:52:11 N CONFERENCE DISPLAY PAGE 05 - PARTICIPANTS BY SITE L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
SITE: LIO KTN VTS KETCHIKAN
1 MRS. GLADYS KLOSE T 01 HB 246
822 JACKSON STREET KETCHIKAN AK 99901 (907)225-4770
2 MR. JIM WATSON 0 01 HB 246
PO BOX 6612 KETCHIKAN AK 99901 (907)225-6406

MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 09 PF2 NextC# ynnnn PF3 Exit PF5 Update PF7 Bwd PF8 Fwd PF12 Quit

05/11/95 LEGISLATIVE TELECONFERENCE NETWORK LTN1405
10:52:15 N CONFERENCE DISPLAY PAGE 05 - PARTICIPANTS BY SITE L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
SITE: LIO0 MAT VTS MATSU
1 MR ED LYNCH T 01 HB 246
250 FIREWEED PATIMER AK 99645 (907)746-0320
2 MS. AVERILL HORVATH 0 01 HB 246
PO BOX 871381 WASILLA AK 99687 (907)376-2528

MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 09 PF2 NextC# ynnnn PF3 Exit PF5 Update PF7 Bwd PF8 Fwd PF12 Quit



05/11/95 LEGISLATIVE TELECONFERENCE NETWORK LTN1405

10:52:20 N CONFERENCE DISPLAY PAGE 05 - PARTICIPANTS BY SITE L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
SITE: LIO SOL VTS KEN/SOL
1 MRS VIRGINIA WALTERS AARP T 01 HB 246
214 BIRCH ST. KENAI AK 99611 (907)283-7305
2 MR. FOSTER WALTERS AARP T 01 HB 246
214 BIRCH ST. KENAI AK 99611 (907)283-7305
3 MS. SYLVIA JOHNSON AARP T 01 HB 246
PO BOX 152 KENAI AK 99611 (907)283-4751
4 MR. CHARLES QUARRE" AARP T 01 HB 246
HC1 BOX 3336 STERLING AK 99672 (907)262-2115
5 MR. DENNIS MURRAY LHS U 01 HB 246
232 ROCKWELL SOLDOTNA AK 99669 (907)262-2545

MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 09 PF2 NextC# ynnnn PF3 Exit PF5 Update PF7 Bwd PF8 Fwd PF12 Quit

05711795 LEGISLATIVE TELECONFERENCE NETWORK LTN1410
10:52:50 N CONFERENCE DISPLAY PAGE 10 - FINAL STATS L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN

LIO VTS NAME STATUS STARTED ENDED PARTICIPANTS

ANC ANCHORAGE 3 STATS 1IN 08:30 10:00 2

FBX FAIRBANKS 3 STATS IN 08:30 09:58 10

HOM HOMER 2 NO INTEREST 0

JNU JUNEAU 3 STATS IN 08:31 09:58 19

KTN KETCHIKAN 3 STATS IN 08:35 10:00 2

MAT MATSU 3 STATS IN 08:30 10:00 2

SIT SITKA 2 NO INTEREST 0

SOL KEN/SOL 3 STATS IN 08:35 10:00 5

zzZ OF1 OFFNET 1 3 STATS IN 08:28 10:00 45

ZZ7 OF2 OFFNET 2 3 STATS IN 08:26 10:01 25

MSG: 1410 NO FURTHER INFORMATION
ENTER Pg# 01 PF2 NextC# ynnnn PF3 Exit PF4 Menu PF5Update PF7 Bwd PF8 Fwd

05711795 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1401
10:52:57 N CONFERENCE DISPLAY PAGE 01 - ORDER SUMMARY L362
TCN 50634 T/C DATE: 04/26/95 TIME: 08:30 to 10:00 STATUS: 7 STATS IN
SPONSOR: HHES HOUSE HEALTH, EDUCATION & SOCIAL SERVICE CHAIRs: TOOHEY
PURPOSE: PUB PUBLIC-HEARING LEGISLATIVE BUNDE
1ST ITEM: HB 246 OPERATION OF PIONEERS®" HOME 1 ITEMS ON AGENDA
CONTACT: LYNNE SMITH TEL: (907)465-6825 MODERATOR: ZZZ
LOCATION STAFF
CHAIRING SITE: JUNEAU CAPITOL ROOM:CAP106 PRINTER: L300
PARTICIPATING LIOs: 8 VOLUNTEER SITES: O OFFNETS: 2
SPONSOR REMARKS(PUBLIC): TESTIMONY ALLOWED: Y 3 MINUTE LIMIT:

TESTIMONY WILL BE TAKEN WITH A 3 MINUTE LIMIT.






FISCAL NOTE

STATE OF ALASKA
1995 LEGISLATIVE SESSION

Revision Date: .

Title: An Act relating to student loan programs
Sponsor: (H)HESS

Requester: Rep. Bunde

Expenditures/Revenues

OPERATING EXPENDITURES FY 96 FY 97

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0
| CAPITAL EXPENDITURES"

CHANGE IN REVENUES (

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF .

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0 0.0
Estimate of any current year (FY95) cost: $ 0.0
POSITIONS

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
Prepared by: Gillian R. Hays. Legislative Liaison tty '
Division: Alaska Commission on Postsecondaryildiucation
Approved by Executive Director: Joe L. McCormick
Agency: o Alaska Commission

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

BILLNO. HB 257

Dept. Affected® Education

‘BRU: ACRE

Component: Program Administration
COMPONENT SERIAL NO.

(Thousands of Dollars)
FY 98 FY 99 FY 00

0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0

Phone:_ 465-6718
Date:  3/16/95

Date: 3/16/95

For further distribution information, call the Governor’s Legislative Office

(Rev 10/94) 95fFisno.xIs/D9R
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F USE COMMITTEE REPOT

()

Date Referred: March 15, 1995 FURTHER REFERRALS: Finance

Date of Committee Action: |
The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 257
HOUSE BILL NO. 257 POSTSECONDARY EDUCATION PROGRAMS/LOANS

"An Act relating to student loan programs, interstate compacts for postsecondary education, and fees for review
of postsecondary education institutions; and providing for an effective date."

recommends it be replaced e Ix| the same title
with the following committee substitute C.o KH'a HiS/ [ ]anew tide

| ) additional referral to Committee

| | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s):  (Ucpl) APPROVES PREVIOUS: (DepWatt)

| 1fiscal note(s) | ]fiscalnote(s)

| zero fiscal note(s) a~W>» (] zero fiscal note(s)
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CS FOR HOUSE BELL NO. 257(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE
A BILL
FOR AN ACT ENTITLED
"An Act relating to student loan programs, interstate compacts for postsecondary

education, and fees for review of postsecondary education institutions; and

providing for an effective date."

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

* Section 1. AS 14.43.110 is repealed and reenacted to read:
Sec. 14.43.110. STUDENT LOANS, (a) In a school year, the commission

may make a loan not to exceed
(1) $8,500 to a full-time undergraduate student or $5,000 to a half-time

undergraduate student attending a college or university if the full- or half-time student

is otherwise eligible under AS 14.43.125;
(2) $9,500 to a full-time graduate student or $4,500 to a half-time

graduate student attending a college or university if the full- or half-time graduate

student is otherwise eligible under AS 14.43.125;
(3) $5,500 to a hail-time student or $2,000 to a half-time student if the

1- CSIIB 257(HES)
New Text Underlined [DELETED TEXT BRACKETED]
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full- or half-time student is attending a career education program that is nine or more
months in length and is otherwise eligible under AS 14.43.125;

(4) $3,000 to a full-time student or $1,000 to a half-time student if the
full- or half-time student is attending a career education program that is less than nine
months in length and is otherwise eligible under AS 14.43.125.

(b) The commission may make a loan for a summer term, even if the total
loan for the school year exceeds the limit imposed under (a) of this section if the loan
for the summer term is counted against the limit imposed under (a) of this section for
the following school year.

(c) The commission shall adopt regulations establishing a minimum amount
for which a loan may be made.

* Sec. 2. AS 14.43.120(a) is amended to read:

(a) Proceeds from a scholarship loan to a full-time student may only be used
for books, tuition and required fees, loan origination {GUARANTEE! fees, and room
and board. Proceeds from a scholarship loan to a half-time student may only be used
for books, tuition and required fees, and loan origination rtGUARANTEEI fees.

* Sec. 3. AS 14.43.120(b) is amended to read:

(b) Scholarship loans may only be used to attend a

(1) career education program operating on a sound fiscal basis that
has [BEEN]

(A) onerated TAPPROVED BY THE COMMISSION BEFORE

JULY 1, 1986;

(B) OPERATING] for two years before the borrower attends;
and

(B) submitted an executed urogram participation agreement
as reouired bv the commission; TOR

(C) OPERATING FOR ONE YEAR BEFORE THE

BORROWER ATTENDS AND THE COMMISSION DETERMINES THE

PROGRAM IS OPERATING ON A FISCALLY SOUND BASIS;] or

(2) acollege or university that

(A) has operated [BEEN APPROVED BY THE

CSHB 257(HES) 2-

New Text Underlined [DELETED TEXT BRACKETED1



COMMISSION BEFORE JULY 1, 1986, OR HAS BEEN OPERATING] for
at least two years before the borrower attends;

(B) is accredited by a national or regional accreditation
association recognized by the Council on Postsecondary Accreditation or is
approved by the commission; [AND]

(C) if the loans are federally insured, is approved by the United
States Secretary of Education;

is a degree granting institution; and
(E) has submitted an executed program participation
agreement as required hv the commission.
* Sec. 4. AS 14.43.120(d) is amended to read:
(d) Scholarship loans may not be made to a student
(1) for more than a total of $42.500 for [FIVE YEARS OF]

undergraduate study;
(2) for more than a total of $47,500 for [FIVE YEARS OF] graduate

study;

(3) for more than a combined total of 79,000 for [EIGHT YEARS
OF] undergraduate and graduate study;

(4) to attend an institution, other than a nonprofit institution, if the total
amount of scholarship loans made to students to attend that institution exceeds
$100,000 and the default rate on those loans exceeds the program default rate by more
than 150 percent as defined by regulation.

* Sec. 5. AS 14.43.120(e) is repealed and reenacted to read:
(e) Interest on a scholarship loan accrues from the time the loan is dishursed;
however, the state shall pay the interest while the borrower continues to be enrolled
under (c) of this section.

* Sec. 6. AS 14.43.120(g) is amended to read:
(9) A borrower's obligation to commence repayment [REPAYMENT] of

the principal and interest on the loan begins six months [NOT LATER THAN ONE
YEAR] after the borrower is no longer enrolled under (c) of this section. The
borrower shall repay [BORROWER'S STUDIES ARE TERMINATED. THE LOAN

NewTed Underdined [HED mxr ROEH] 1 %0



SHALL PROVIDE FOR REPAYMENT OF] the total amount owed in periodic
installments of at least $50 a month over a period of [IN] not more than 15 [10]
years from the commencement of the repayment obligation [IF THE LOAN IS TO
A FULL-TIME STUDENT, OR IN NOT MORE THAN FIVE YEARS FROM THE
COMMENCEMENT OF REPAYMENT IF THE LOAN IS TO A HALF-TIME
STUDENT, EXCEPT AS PROVIDED IN (k) AND (m) OF THIS SECTION]. If the
commission and the borrower agree to a different repayment schedule, the borrower
shall repay the loan in accordance with the agreement. A borrower may make
payments earlier than required by this subsection or the agreement.
* Sec. 7. AS 14.43.120(h) is amended to read:

(h) Security may not be required for a loan; however, a loan origination
[GUARANTEE] fee, as specified in (u) of this section, shall be deducted
[CHARGED] at the time that the loan is dishursed [AWARDED]. Additionally, the
borrower shall pav [PROVISION SHALL BE MADE FOR PAYMENT OF] all fees
and costs incurred in collection [OF THE AMOUNT OWED] on the loan if it becomes
delinquent or in default.

* Sec. 8. AS 14.43.120(i) is amended to read:
(i) If aloan is in default, the commission
(1) shall notify the borrower that, if the borrower has an occupational
license issued under AS 08, the license may not be renewed under AS 08.02.025 and
that repayment of the remaining balance is accelerated and due by mailing
[SENDING] the borrower a notice at the most recent address provided to the
commission bv the borrower [BY REGISTERED OR CERTIFIED MALL];
(2) may take the borrower's permanent fund dividend under
AS 43.23.065(h)(3) to satisfy the balance due on a [THE] defaulted loan; and
(3) shall provide notice of the default to the Department of Commerce
and Economic Development, if the loan recipient is licensed under AS 08.
* Sec. 9. AS 14.43.120(k) is amended to read:

(k) A borrower's obligation to make periodic payments [PERIODIC
INSTALLMENTS] of principal shall be deferred, but the borrower's obligation to
pav interest shall continue unless the state tavs the interest bv appropriation

CSHB 257D NwTet Underined [LELETED TEXT BRAKEH)



under ft) [ACCRUE AND BE PAID UNLESS THE BORROWER IS ELIGIBLE FOR
INTEREST PAYMENT BENEFITS UNDER (1)] of this section, during any of the
following periods:
(1) [IF THE BORROWER RECEIVED A LOAN TO ATTEND AS A
FULL-TIME STUDENT,] return to full-time student status in good standing in a career
education program, college, or university that meets the requirements under (b) of this
section:
(2) if the borrower received a loan to attend as a half-time student,
return to at least half-time student status in good standing in
(A) a career education program, college, or university in the
state that meets the requirements under (b) of this section, or
(B) a career education program, college, or university that meets
the requirements under (b) of this section, and the borrower is physically
present in the state while attending the career education program, college, or
university; a borrower is not eligible for deferral under this paragraph for a
period longer than eight years;
(3) serving an initial period of up to three [SIX] years on active duty
as a member of the armed forces of the United States;
(4) serving, for up to three years, as a full-time volunteer under the
Peace Corps Act;
(5) serving, for up to three years, as a full-time volunteer under the
Domestic Volunteer Service Act of 1973;
(6) for a one-time period up to 12 months in which the borrower is
seeking and unable to Find employment in the United States; or
(7) during the period of disability if, after the loan is dishursed, the
borrower becomes totally [50 PERCENT OR MORE] disabled as certified hy
competent medical authority.
Sec. 10. AS 14.43.120(1) is amended to read:
(1) The state shall pay the interest on that portion of a loan that is not federally

insured during
(1) the period while [IN WHICH] the borrower continues to be

NewTed Undedined [HEED X BRGER] <7 /¢
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enrolled under (c) of this section [IS A FULL-TIME OR HALF-TIME STUDENT];

and
(2) deferments under (k) of this section.

* Sec. 11. AS 14.43.120(m) is amended to read:

(m) In case of hardship, the commission may extend repayment of a loan for
an additional period of up to five years [IN INCREMENTS NO LONGER THAN 12

MONTHS EACH].

* Sec. 12. AS 14.43.120(q) is amended to read:

(q) For the purposes of this section a loan is in default if a loan payment is
180 [120] or more days past due.

* Sec. 13. AS 14.43.120(t) is amended to read:

(t) Payment of interest under (T) of this section and forgiveness
[FORGIVENESS] under (s) of this section are [IS] subject to appropriation by the
legislature. Money obtained from the sale of bonds by the Student Loan Corporation
under AS 14.42.220 may not be appropriated for the payment of interest or the
forgiveness of loans.

* Sec. 14. AS 14.43.120(u) is amended to read:
(u) The commission bv regulation shall set a [A] loan origination

[GUARANTEE] fee, not to exceed five [OF ONE] percent of the total scholarship
loan amountjo [SHALL] be assessed upon a scholarship loan that is funded from the
student loan fund of the Alaska Student Loan Corporation. The loan origination
[GUARANTEE] fee shall be deducted at the time [ADDED AS A FINANCE
CHARGE TO] the [TOTAL] loan is disbursed [AMOUNT AWARDED,
NOTWITHSTANDING THE LOAN LIMITS SET OUT AT AS 14.43.110 AND
14.43.115]. Subject to appropriation, the loan origination [GUARANTEE] fees shall
be deposited into an origination [A GUARANTEE] fee account within the student
loan fund of the Alaska Student Loan Corpoiauuii, and subsequently used
[TRANSFERRED] by the corporation [COMMISSION TO LOAN ACCOUNTS
WITHIN THE STUDENT LOAN FUND] to offset losses incurred [DUE TO
STUDENT LOAN DEBT CANCELLATION] as a result of death, disability, default
or bankruptcy of the borrower [STUDENT].
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Sec. 15. AS 14.43.125(a) is amended to read:
(a) A person may apply for and obtain a scholarship loan if the person
(1) s
(A) enrolled as a full-time student in a career education,
associate, baccalaureate, or graduate degree program,
(B) enrolled as a half-time student in a career education,
associate, baccalaureate, or graduate degree program [IN]
() in the state; or
(i) out of the state [A CAREER EDUCATION,
ASSOCIATE, BACCALAUREATE, OR GRADUATE DEGREE
PROGRAM] and is physically present in this [THE] state while
attending that [THE CAREER EDUCATION, ASSOCIATE,
BACCALAUREATE, OR GRADUATE DEGREE] program; or
(C) agraduate of a high school or the equivalent, or scheduled
for graduation from a high school within six months, with sufficient credits to
be admitted to a career education program or to an accredited college or
university;
(2) is not delinquent or in default on a previously awarded scholarship
loan; and .
(3) is aresident of the state at the time of application for the loan; for
purposes of this section, a person qualifies as a resident of the state if at the time of
application for the loan the person

(A) has been physically present in the state for at least one year
[TWO YEARS] immediately before the time of application for the loan;

(B) is dependent on a parent or guardian for care, the parent or
guardian has been present in the state for at least one year [TWO YEARS]
immediately before the time of application for the loan, and the person has
been present in the state for at least one year of the immediately preceding five
years except that the commission may by a two-thirds vote, acting upon a
written appeal by the person, grant an exemption to the requirement that the
person has been present in the state for one year of the immediately preceding
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five years;

(C) has been physically present in the state [ OR IS A

DEPENDENT OF A PARENT OR GUARDIAN WHO HAS BEEN
PHYSICALLY PRESENT IN THE STATE.I for at least one vear 1TWO
YEARS] immediately before the applicant was absent from the state and the
absence is due solely to

(il serving an initial period of up to three rSDCI vears
on active duty as a member of the armed forces of the United States;

(if) serving for up to three years as a full-time volunteer
under the Peace Corps Act;

(i) serving for up to three years as a full-time volunteer
under the Domestic Volunteer Service Act of 1973;

(iv) required medical care for the applicant or the
applicant's immediate family;

(v) being a person who otherwise qualifies as a resident
and is accompanying a spouse who qualifies as a resident under (i) -
(iv) of this paragraph; [OR]

(vi) an absence allowed under (D)(i) - (iv) of this

naraeranh: or
(D) [HAS BEEN PHYSICALLY PRESENT IN THE STATE,

OR] is a dependent of a parent or guardian who has been physically present in
the state L1 for at least one vear [TWO YEARSL immediately before HTHE
APPLICANT OR] the parent or guardian was absent from die state and the
absence is due solely to

CSHB 257(HES)

() participating in a foreign exchange student program
recognized by the commission;

(ii) attending a school as a full-time student;

(i) full-time employment by the state;

(iv) being a member of or employed full-time by the

state's congressional delegation;
(v) being a person who otherwise qualifies as a resident
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and is accompanying a spouse who qualifies as a resident under (i) -

(iv) of this paragraph;

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

(5) has not, within the previous five years, had a scholarship loan
discharged or written off by the commission for any reason.

* Sec. 16. AS 14.43.125(c) is amended to read:

(c) A person may not be awarded a scholarship loan under AS 14.43.090 -
14.43.160 [IF A FAMILY EDUCATION LOAN IS MADE ON BEHALF OF THAT
PERSON UNDER AS 14.43.710 - 14.43.790 OR] if that person receives a teacher
scholarship loan under AS 14.43.600 - 14.43.700 for the same period of attendance
[SCHOOL YEAR].

* Sec. 17. AS 14.43.125 is amended by adding a new subsection to read:

(d) A person incarcerated full-time in a correctional facility may not be
awarded a scholarship loan under AS 14.43.090 - 14.43.160 if the person's scheduled
release date is more than two months after the scheduled completion date of the career
education or degree program for which the loan is requested. In this subsection,
"correctional facility" has the meaning given in AS 33.30.901.

* Sec. 18. AS 14.43.150 is amended by adding a new subsection to read:

(d) An assignment of wages authorized under this section that is made under
courtorder has priority, as against an attachment, execution, or other assignment,
except for an assignment for payment of child support under AS 25.27.070 or as
otherwise ordered by the court.

* Sec. 19. AS 14.43.300(g) is amended to read:
() The commission bv regulation shall set a [A] loan origination

[GUARANTEE] fee, not to exceed five [OF ONE] percent of the total memorial
scholarship loan amount, to [SHALL] be assessed upon a memorial scholarship loan.
The loan origination [GUARANTEE] fee shall be deducted at the time [ADDED
AS A FINANCE CHARGE TO] the [TOTAL] loan is disbursed [AMOUNT
AWARDED]. Subject to appropriation, the loan origination [GUARANTEE] fee shall
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be deposited into an origination [A GUARANTEE] fee account within the memorial
scholarship revolving loan fund, and subsequently transferred by the commission to the
appropriate memorial scholarship accounts within the memorial scholarship revolving
loan fund to offset losses incurred due to loan debt cancellation as a result of death,
disability, or bankruptcy of the student.
* Sec. 20. AS 14.43.640 is amended by adding a new subsection to read:
(e) Teacher scholarship loans made to a student may not exceed a total of
$37,500.
* Sec. 21. AS 14.43.650(c) is amended to read:
(c) A student may not be awarded a teacher scholarship loan under
AS 14.43.600 - 14.43.700 [IF A FAMILY EDUCATION LOAN IS MADE ON
BEHALF OF THE STUDENT UNDER AS 14.43.710 - 14.43.790 OR] if the student
receives a scholarship loan under AS 14.43.090 - 14.43.160 for the same period of
attendance [SCHOOL YEAR].
* Sec. 22. AS 14.43.740(a) is amended to read:
(a) The provisions of AS 14.4* 100, 14.43.110, [14.43.115,] 14.43.120(a) - (d),
(1), (m), and (r) - (u), and 14.43.135 apply to a loan made under AS 14.43.710 -
14.43.790.
* Sec. 23. AS 14.43.790(a)(L) is amended to read:
(1) "default" means a loan that is 180 [120] days or more past due in
repayment;
* Sec. 24. AS 14.43 is amended by adding a new section to read;
Sec. 1443920, UNAUTHORIZED SCHOLARSHIPS, LOANS, AND
GRANTS. If a person receives a scholarship, loan, or grant under this title for which
the person is not eligible under the provisions of this title, the scholarship, loan, or
grant is void and the entire balance of money paid is immediately due to the
scholarship, loan, or grant fund. This section is in addition to any penalty that may
be imposed according to another provision of law.
* Sec. 25. AS 1444.025 is amended to read:
Sec. 14.44.025. PROVISIONS OF SERVICES. State participation under
Articles VUI and XHI of the Western Regional Higher Education Compact shall be
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limited to the provision of adequate services and facilities in the professional fields
of study available through the Professional Student Exchange Program
administered bv the Western Interstate Commission on Higher Education. The
Alaska Commission on Postsecondarv Education shall establish funding priorities
under AS 14.44.035 for the available fields of study bv analyzing student access
and state labor needs [FIELDS OF LAW, DENTISTRY, MEDICINE,
OSTEOPATHY, PUBLIC HEALTH, VETERINARY MEDICINE, PHARMACY,
PHYSICAL THERAPY, OCCUPATIONAL THERAPY, OPTOMETRY,PODIATRY,
FORESTRY, ARCHITECTURE, GRADUATE NURSING, PETROLEUM
ENGINEERING, MARITIME TECHNOLOGY, AND GRADUAIE LIBRARY
STUDIES].

* Sec. 26. AS 14.48.050 is amended by adding a new paragraph to read:

(10) establish fees for the review of institutions requesting approval for
participation in the scholarship loan program under AS 14.43.120(b)(2)(B).

* Sec. 27. AS 14.42.032; AS 14.43.115, and 14.43.750(b) are repealed.

* Sec. 28. TRANSITION. The Alaska Commission on Postsecondary Education may
proceed to adopt requlations necessary to implement this Act. The regulations take effect
under AS 44.62 (Administrative Procedure Act), but not before July 1, 1995.

* Sec. 29. APPLICABILITY. A borrower's obligation to pay interest on a student loan,
as required by AS 14.43.120(k), amended in sec. 9 of this Act, applies to a scholarship loan
dishursed after June 30, 1995.

* Sec. 30. Section 28 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 31. Except as provided in sec. 30 of this Act, this Act takes effect July 1, 1995.
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ACPE 1995-1996
OPERATION/SERVICE OBJECTIVES

The Alaska Student Loan Program (ASLP) is funded solely by corporate receipts. No general fund
dollars have been appropriated to the program since FY 1992. As a result the Corporation has had to
absorb losses due to the following statutory provisions:

¢ Interest paid by the State while borrower is in school and authorized deferred periods

e Forgiveness of principal and interest for eligible borrowers

¢ Payment of third-party collection vendors not recovered from defaulted borrowers

¢ Worite-offs due to death, disability, and uncollectible loans

¢ Bond issuance costs paid from bond proceeds

e« Difference between the yield on bonds outstanding (interest paid by the Corporation) and

the yield on loans in the portfolio (interest earned on loans in the portfolio)

Finally, the Alaska Student Loan Program has suffered for a number of years with serious problems
related to its loan servicing system software. After serious audit deficiencies were identified and the
ASLC lost its insurance on the 1993 student loan bonds, ACPE has taken dramatic steps to resolve
its loan servicing system problems. This FY96 budget request, as well as ACPE's 1995 Legislative
Proposals, reflects the continuing effort of the commission to finally resolve these problems by
meeting three major objectives in the coming year:
. To maintain a high level of customer satisfaction and service in the programs
administered by the ACPE
e Toenhance the financial stability now and for the long term in the ASLP
m  To improve the ASLP loan servicing system to reduce defaults through enhanced
repayment activity supported by a new up-to-date, fully automated loan servicing system

ACPE Objective One: maintenance 0f high levels of customer satisfaction and service

Over the past two years, ACPE has made major progress toward improving its customer service and
overali program administration. Staff has been reorganized on a more horizontal and functional basis;
procedures have been revamped to improve efficiency and effectiveness; and changes to law and
regulations that would improve program administration have been aggressively pursued. Outlined
below are some of the major achievements in 1994 that have greatly contributed to ACPE's improved
levels of customer service:
¢« A New Executive Director - Dr. Joe L. McCormick, Executive Officer of the Corporation became
Executive Director of the Commission on December I, 1993, Dr. McComtick comes to the Corporation
with more than 25 years of experience in the student loan industry at both the national and state level.
. U .structuring Commission Staff ¢ Since December 1, 1993. the Executive Director has taken the
following actions:
. Hired an internal auditor to monitor all Commission functions and assess progress toward corrective
loan servicing functions on January 18, 1994,
» Hired a new finance officer to oversee the Commission’s accounting department in April of 1994.
¢ Reassigned functions of the Commission staff. Effective April I, 1994 the commission was
restructured and organized to maximize the efficiency and effectiveness of the workforce and to
"flatten the organizational structure” of the Commission staffas follows:
. Finance division includes the Finance Officer, accounting staff, administrative support staff, and
personnel staff.
¢ Student Financial Aid Program division directs all financial aid programs including the award
function of the ASLP, all institutional authorization and compliance functions, Veterans Affairs,
special program, and all policy research functions.
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. Information Support Services, a new division, directs ail functions related to the management
ofthe information of the computer mainframe and network of the entire Corporation. In addition,
this division is responsible for resolution of special problems due to the 1991 computer

conversion and records management functions.
. Loan Servicing division directs the communications between the borrowers, payment and

deferment processing, forgiveness provisions, skip tracing, and collections on delinquent loans.

. Identified a solution to long standing ASLP loan servicing problems and now actively seeking funds to
implement a permanent solution to a fully automated, up-to-date loan servicing system. (Total commission

staff is 98 permanent positions and 6 temporary positions).
e Issued S50.0 million in student loan bonds fully insured by AMBAC (the 1993 student loan bonds were

uninsured).
. Initiated a 72-hour turnaround time for processing ASLP applications (in prior years the commission

took up to eight weeks to process loan applications).
e Backlogs in correspondence, processing deferments, and paid-in-full accounts have all but been

eliminated.
e Telephone Service at ACPE has greatly improved to the point the commission now has a 98+% answer

rate every month,

The FY96 Budget Request reflects a level of funding to allow the commission to maintain the high
standards of customer service that have been implemented these past several months. Funds are
requested to allow ACPE to install a 1/800 telephone number to assist borrowers who must
communicate with our office. In addition, funds are requested to replace some very old modular
furniture that now represents a serious work hazard to employees.

ACPE Objective TWO: Enhance the financial stability and secure a strong financial future for
the program

New statutory authority will allow the Corporation to:
¢ Tie the interest rate on loans to the interest paid on bonds and the cost of servicing

e Restrict borrower's ability to receive a loan if previous loans were written off

¢ Restrict renewal of state occupational licenses for defaulted ASLP borrowers
. Receive an assignment of wages from borrowers with defaulted loans by a court of law

Proposed 1995 Legislative Proposals
* Increase loan limits for students

« Begin charging interest on loans during deferment periods

¢ Change the definition of default from 120 days to 180 days to be consistent with other
servicers in the industry and to allow for more time to perform due diligence on the loan

¢ Reduce the grace period from twelve months to six months
e Implement a required per loan minimum payment of $50 per month
¢ Reduce the military deferment period from six years to three years

. Change the language, a "guarantee fee" to a loan origination fee of up to five percent of the
loan amount. Fee used to offset losses due to death, disability and loan write-offs

e« Alter the terms of repayment to allow for fifteen year repayment and a $50 minimum payment
¢ Allow student and family member to have both ASLP and FELP insame year
e Prohibit loans to incarcerated students

e Various technical amendments
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ACPE Objective Three: Improve loan servicing to reduce defaults through enhanced
repayment activity

The Commission's most significant issue is to provide Alaska student borrowers an up-to-date, fully
automated loan servicing system. The FY 96 budget has requested funding for a Capital Budget
Request of $1.4 million to provide ACPE the necessary resources to implement a fully automated
student loan servicing system. In December 1994, the Legislative Budget and Audit Committee
authorized ACPE $250,000 to find the loan servicing software required to complete this effort. The
capital budget request will provide the resources necessary to modify the software to the ASLP and
implement the new system to a fully operational status as follows:

$ 250,000 Personnel costs related to the hiring of four temporary programming staff.
$ 5,050 Contractual services to assist with modification and conversion issues.
$ 1,144,950 Equipment costs to purchase hardware, software and installation services.

This project is vital to the Commission as the current software does not have the capacity to meet the
needs of the Commission in properly servicing loans and will riot meet future needs of the Alaska
Student Loan Program. Current system deficiencies include:

* Inadequate audit trails

e Labor intensive procedures requiring multiple screens to perform basic tasks
e Poorsupport of interest accrual ana billing cycles

¢« A collection module which cannot handle a large volume of accounts

¢ Highly labor intensive, manual tasks required to service loans properly

« Inability to reconcile system transactions and verify accuracy of data

e Maintenance of the current system is an unacceptable, high risk to the ASLC



ALASKA COMMISSION ON POSTSECONDARY EDUCATION
FY9% BUDGET SUMMARY AND COMPARISON

(Narrative Explanation of Budget Components to follow)

FY95 Budaet FY96 Request

Operating Budget

General Fund:

W1 CHE Administration $79,000 $
WICHE Student Exchange 579,800 474,600
WAMI1 Medical Program 1,162,400 1,307,000
Federal Student Aid (State Match) 329,500 369,100
Total General Fund $2,150,700 $2,150,700
Corporate Receipts:
Postsecondary Commission:
Program Administration $635,100 $717,900
Loan Operations 4,465,100 6,451,500
Data and Word Processing 843,700
Student Loan Corporation 382,200
Total Corporate Receipts $6,326,100 $7,169,400
Federal Funds:
Program Administration:
Veterans Administration $176,800 $148,100
State Postsecondary Review Entity 150,000 100,000
(SPRE) Program
Federal Student Aid (SEIG) 163,500 163,500
Governors Council on Vocational Ed. 160,700 160,100
Total Federal Receipts $651,000 $571,700
Total Operating $9,127,800 $9,891,800
Capital Projects (ann corporate Receipts):
Intelligent Dialing System $185,500 $
Expanded System Network
and DP Enhancement 400.000
Microfiche Replacement Equipment 130.000
Feasibility Study 100.000
Office Furniture 0
New Loan Servicing Software 1,400,000
Total Capitol Projects $815,500 $1,400,000
TOTAL $9,943,300 $11,291,800
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ACPE OPERATIONAL BUDGET COMPONENTS

GENERAL FUND PROGRAMS
WICHE (Western Interstate Commission on Higher Education) Student Exchange Program

The goal of this component is to provide professional education opportunities to Alaskan students in
fields for which there are no programs operating in Alaska and to encourage them, through Siate labor
data, to return and practice in Alaska. The Commission participates in three stucent exchange
programs: Western Undergraduate (WUE), Professional Student (PSEP) and Western Regional

Graduate (WRGP).

The Commission anticipates funding 15 continuing students and 15 new students in nine separate
fields from an applicant field of approximately 98 students inthe PSEP WICHE program. Total WICHE
funds requested for FY96 is $474,600. The Commission anticipates passage of related legislation
modifying the program to include physician assistant as a new field.

WICHE Changes from FY95 authorized budget requested in the FY96 Budget:
$ 79,000 Transfer the WICHE Administration component into this component
$ 0 Line item transfer from grants to fund travel and supply expenditures
$144,600) Transfer to the WAMI Medical Education component to cover the increase in the
commission's contractual obligation
($ 39,600) Transfer of Federal Student Aid component to fund additional need-based awards

# WICHE PSEP STUDENTS

WAMI (Washington, Alaska, Montana and Idaho) Medical Education

This program provides guaranteed access to a medical scnool for ten (new) Alaskan residents per
year. The University of Washington School of Medicine (UWSM) acts as the regional medical school
for Washington, Alaska, Montana and ldaho by reserving a predetermined number of class places
each year. Alaska currently conracts and pays for thirty places, ten in each year of study. Students
attend the first year of training at the University of Alaska, Anchorage campus before transferring to
the University of Washington campus, Funding request for WAMI in FY96 is $1,307,000.
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WAMI Changes from FY 95 authorized budget:
$144,600 Transfer from the WICHE Student Exchange component to cover the cost of living
increase in the Commission's contractual obligation.

UwAMI STUDENTS

CApplications
mFunded

CORPORATE RECEIPTS
Program Administration (FY96 funding request $717,900)

This component has two goals: to provide overall administration and policy direction to the
Commission programs and staff and to exercise review and oversight of postsecondary programs and
institutions operating in the state, with the exception of the University of Alaska system. This
component administers the Veterans Administration and SPRE program. In addition, the component
contains funding for the Commission to set policy, the Office of the Executive Director to implement
policy and the Institutional Authorization staff, which enforces the Commission's regulations and policy
di ectives. Sources of funding include corporate and federal receipts.

Chinges from FY95 authorized budget:
$ 0 Combination of two part-time positions into one full- time position.
$ 0 Line item transfers to align federal authorization with expenditures.
$82,800 Increase in Corporate receipts to fully fund anticipated expenditures based on
actual expenditures incurred in past years and anticipated activity for the coming
year.
($78,700) Decrement in federal authorization to more closely reflect actual grant receipts.

Alaska Student Loan Operations (FY96 funding request $6,451,500)

The goals of this component are to provide low cost financing to the Alaska Student Loan Program
(ASLP). disburse low-cost loans to eligible Alaskans enabling them to pursue postsecondary
education and vai- j and to service the outstanding loan portfolio in a manner which maximizes
repayment to iude:it Loan fund and protects the financial integrity of the Alaska Student Loan
Program. This component is funded solely from corporate receipts.

In FY96 the following FY95 components were combined with this component in an effort to eliminate
unnecessary components and to combine all related activity into one component:

. Data and Word Processing

. Alaska Student Loan Corporation

ACli Mith17 15
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Otherchanges from the FY95 authorized budget:

$843,700 Transfer of Data and Word Processing component into this component.

$374,200 Transfer of Alaska Student Loan Corporation appropriation to this component.

$250,000 Addition of four CIP funded positions for implementation of the new loan servicing
system requested through a capital project budget.

$292,000 Funding fora 1-800 number for borrower use.

$ 8,000 Increase inthe cost of services to be provided by the Department of Commerce and
Economic Development to implement new legislation passed in HB506.

$218,500 Increase in other line item expenditures based on actual expenditures in past years
and anticipated activity for the coming year.

Federal Funds

The Veteran Affairs program and the State Postsecondary Review Entity (SPRE) are federal funds
located in the Program Administration component ofthe ACPE budget. Under the VA program, ACPE
certifies schools eligibility for VA benefits; in the SPRE program, ACPE acts as an oversight agency
for the U.S. Department of Education for all Alaska Schools that participate in federal student aid
programs.

The Federal Student Aid component includes the State Student Educational Incentive Grant program
and the Paul Douglas Teacher Scholarship program. The State Student Educational Incentive Grant
program utilizes federal and state funding to provide $1,500 need-based grants to eligible low-income
students enrolled in full-time undergraduate programs. Each year approximately 1,400 students apply
for this grant as it is the only need-based student aid program offered by the State of Alaska. The
Commission funded 319 grants in PY94 and anticipates funding 296 and 325 in FY95 and FY96
respectively. The state matching fund request for FY96 is $369,100.

The Commission acts as Alaska's administrative and fiscal agent for the federal Paul Douglas teacher
scholarship loan program. This program is funded exclusively by the federal government. The
Commission provided seven loans in FY 94 and anticipates providing ten and eight loans in FY95 and
FYO96 respectively.

Finally, the Commission acts as an administrator of the federal funds allocated to the Governor's
Council on Vocational Education. FY96 funding request is $160,100. The goal of the governor's
council on Career and Vocational Education is to expand and improve the delivery of vocational
educational opportunities to Alaskan citizens.

Federal Student Aid Changes from FY95 authorized budget:
$39,600 Transfer from the WICHE SEP to fund additional need-based awards
($600) Decrement in federal authorization to more closely reflect actual grant receipts
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CENERAL DU IESAND RESPFONSBILITIES

Alaska Commission on Postsecondary Education (ACPE)

. Consumer Protection
Monitor school advertising and contracts with students.

Handle customer complaints.
Help to assure loan/tuition refunds and student teach-outs when schools close.

. Institutional Authorization
Provide biennial review and re-authorization for approximately 100

postsecondary institutions.
Regulate program and degree offerings.
Approve institutions for Alaska and Veterans student loans.

. Student Financial Aid
Full-time, half-time, teacher scholarship, and family education loans.

Special state and federal scholarship loans.

State and federal grants for low income students.

Tuition subsidy for professional programs not available in Alaska:

WICHE Professional Exchange and WAMI Medical Programs.

Tuition breaks for Alaskans enrolled in certain regional undergraduate and

graduate programs.

e State Postsecondary Review Entity (SPRE) Program to insure continuing availability of
Federal Title IV eligible Alaska institutions.

* Administrative support provided to the Governor's Council on Vocational Education

Alaska Student Loan Corporation (ASLC)(AS 14.42.200)

e Collect from a borrower amounts owed with respect to a student loan the corporation
has purchased or originated.

e Service student loans held by the Corporation.

e Enter into agreements with the federal government, including guaranty agreements and
supplemental guaranty agreements as described in the United States Higher Education

Act of 1965.

¢ Administer federal dollars allotted to the state involving insured student loans and
related administrative costs and other matters.

. Borrow money to carry out the purpose of the corporation a,id issue obligations as
evidence ofthe borrowing.

e Invest or reinvest money held by the Corporation.

¢ Gather information on student loans available to residents of Alaska and disseminate
the information to reasonably assure that qualified residents are aware of financial
resources available to those attending or desiring to attend institutions for which the
corporation can make loans.

. Enter into agreements with the Alaska Commission on Postsecondary Education
relating to student loans, the administration of the student loan fund, and the payment
of and security for bonds of the corporation.
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ALASKA STUDENT LOAN PROGRAM

PORTFOLIO
CHARACTERISTICS

March 1995
(revised 3-17-95)
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Fund History.

The Alaska rS%udent Loan Corporation (Corporation) was created in 1987 through an act ofthe Legislature. A
public corporation and a governmental instrumentality, the corporation was specifically established for the
purpose of financing student ioans through the issuance ofhonds, notes, or other debt instruments.

The corporation must determine the funding for Alaska student loans on an annual basis. The Alaska Student
Loan Fund consists o f a blend of funds from tax-exempt bonds, loan repayments and prior years State of Alaska
general fund support. Repayments are used to make new loans, to pay debt service on the outstanding bonds,
and to pay operating expenses of the Corporation. The chart below illustrates the amount of previous bond
issuance by the Corporation.
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The 1994 Bond Issue;

The 1994 offering was viewed by all parties as successful with ASLC incurring favorably low debt service
costs. In comparing the Series 1994 bonds with the 1993 issue, it should be noted that AMBAC agreed to insure
the 1994 issue after refusing to insure the 1993 bonds. AMBAC’s participation in the 1994 issue was primarily
due to their confidence in the new senior management’s ability to rectify the servicing difficulties which have
persisted over the years. Even though the 1994 issue was offered during weak market conditions, the true
interest costs (TIC) of the transaction was among the lowest ever achieved. See Chart A below. In addition, the
1994 underwriter’s discount compared favorably to discounts previously paid by the corporation (competitive
or negotiated) and resulted in an aggregate discount of $449,500 versus the budgeted discount of $750,000
producing a savings of $300,500. See Chart B for a summary ofthe corporation’s historical bond insurance
costs.

CHART A
TRUE INTEREST COST on ASLC BONDS

CHART B
ASLC BOND INSURANCE COSTS
(per S1,000 in bonds)

] 0.00
0 1991

Overcollateralization of the Alaska Student Loan Fund - One of the questions most frequently asked about
the Alaska Student Loan Program has to do with its financial solvency and ability to retire the bond debt that
now exists in the loan fund. The following summary clearly indicates that the total assets of the ASLP Loan
Fund remain at over twice the amount of student loan bond debt to be retired. The tremendous support ofthe
Alaska Legislature in the early years of the loan program created this highly overcollateralizcd fund. However,
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since 1992 no General Fund Revenue has been appropriated to the ASLP, In order to remain financially
solvent, the ASLP will have to continue to eliminate certain losses to the loan fund due to lost interest, defaults,
and forgiveness benefits. The ACPE 1995 Legislative Proposals and the FY96 budget plan are designed to
secure the future financial solvency ofthe ASLP.

Loans receivable

Less allowances for:
Doubtful Loans:
Forgiveness

Net Loans receivable

Cash and equivalents

Investments held by trustee

Total assets

Bonds payable, net of bond discounts

Total Assets Net of Loan
Allowance/Bond payable

1994
490,615,743
96,503,198
12.880.026
381232519
13,185,091
87.239.970
1QQ,425,06.1
481.657.580
216,889,540

2,22%

1993

Page

1993
486,836,311

93,158,000
18.709.788

374,956,523
8,146,615
70.951.944
79.038,559.
454.067.082
188,407,638

241%

1992

1991

Summary of Overcollateralization of the Alaska Student Loan Fund

1992

483,959,466

100,534,190

26.385.723

357.039.553

11,083,015

42.701.143,

53.784.158

410.823.711

150,988,410

2.72%

(ratio is showing that our assets bv far exceed bonds payable)

Total Assets to Total Bonds Payable Compared

1991

479,681,427

102,144,000

29.588.948

347.948.479

5,584,929

69.222.894

74.807.823

422.756.302

156,032,505

2.71%
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Alaska Student Loan Volume - the level of lending in the ASLP for the past several years has remained stable
in the $50.0 million range. All demand for ASLP loan s has been met each year. The chart below illustrates the
loan activity since FY88.

68.6

ASLP Loan Volume

Profile of the 1994 Alaska Student Loan Portfolio

Type of Students

Number nf Students

Total $ Loans 1994

Average Loan per

Borrower
Undergraduates 11,418 S$45.181.000 $3,956
Graduate 1,075 $5,065,000 $4,712
Total 12,535 $50,246,000 $4,022
Residency Total Portfolio Undergraduates Graduate
In-state 62.6% 65.5% 32.3%
Out-of-state 37.4% 34.5% 67.7%

Type of students

lo.tili_Cunnilatiyc

Total Cumulative

Alnskn Students

Ont-of-Stnte

fISiUdgWs SDollars Percentage StadenlS
Percentage
Total 208,772 $830,076,741 52.2% 47.8%
Undcrgrad 190.285 $740,679,840 55.4% 44.6%
Graduate 18,487 $89,396,901 23.5% 76.5%
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The Permanent Fund Dividend - According to AS 43.23.065 (b)(3) to satisfy the balance of a defaulted loan,
the Commission can garnish an Alaskans Permanent Fund Dividend. The Alaska Permanent Fund is a fund
held and managed by the state which was established by an amendment to the constitution of the State in 1976.
The Alaskan Permanent Fund may be taken to satisfy the balance ofa defaulted loan. Through this
garnishment process, approximately 33.5 million dollars have been garnished since 1987, from defaulted
borrowers. During dividend year 1994, to dale, 4.83 million has been collected.

Permanent Fund Dividend Garnishments

Loan Forgiveness Provisions - A rather unique feature of the Alaska Student Loan Program is that loans made
prior to July 1, 1987 are eligible for forgiveness benefits. Ifa borrower completes the program of study for
which a loan is made and then lives in Alaska after completion of study, the borrower may be eligible to have
up to 50% of the loan forgiven (canceled). Forgiveness benefits are earned in 10% increments for each year of
residency after the second year following completion of study.
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11.0 Student Loan Forgiveness Volume
10.0 FY77 - FY94
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