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HOUSE COMMITTEE REPORT
Date R eferred  to C om m ittee: A pril 30, 1997 FU RTH ER REFERRA LS:

Date of Com m ittee A ction:

The H EA LTH , ED U CA TIO N  AND SO C IA L SERV ICES Coi mittee considered: SB 187

SEN ATE B IL L  NO. 187 UNIVERSITY TU ITIO N  PA Y M EN T PROGRAM

“An A ct relating  to d isclosure of public records identifying a partic ipan t in the advance college tu ition  paym ent 
p rogram ; rela ting  to the com position and  assets of the Alaska advance college tu ition paym ent fund; relating to 
adm inistration of the advance college tuition paym ent program ; relating to advance college tuition paym ent contracts; 
and providing for an  effective date .”

(7)

recommends it be replacedwith the following committee substitute
[ ] additional referral to________________f | attached amendment(s)
AD O PTS:______________________________

Committee

Letter of Intent
ATTACHES NEW FISCA L NOTE(s): tDepl) APPROVES PREVIOUS:
I J fiscal note(s) ________________________  [ ] fiscal n o t e ( s ) ___________

[ ] the same title [ ] a new title

(Dept/Due)

[ J zer~ fiscal note(s) [tf zero fiscal note(s) 1.1/

SIGNING WITH RECOMMENDATIONS

CH AIR’S SIGNATURE



G a r y  W i l k e n
SENATOR 

D istr ic ts  29 & 30 
West Fa irbanks

Senate S tand in g  Com m ittees
Chairm an: H ea lth , E duca tio n , 

and  So c ia l S e rv ice s (HESS) 
ce Chairm an: TYansportation 

V ice Chairm an: C om m un ity  and 
Reg iona l A ffa irs

Spec ia l Com m ittee
M ember: A dm in is tra t iv e  R egu la tio n  Rev iew

D uring  Session :
State C ap ito l. Room 510 

Juneau, A la ska  99801-1182 
(907) 465-3709 (v) 
(907)465-4714 (f) 

w w w : ak rep ub lican s .o rg 'w ilk cn .h tm  
E-mail: Senator_Gary_W ilkcn@ Iegis.state.ak.us

In te rio r:
119 N. C ushm an S t.. Room 213 

Fa irb an k s , A la ska  99701 
(907) 452-3421 

Fax (907) 452-3426

SPONSOR STATEMENT
SB 187 -  University Tuition Payment Program

In A ugust 1996, Congress passed legislation that exem pts qualified state 
prepaid tuition programs from income taxes similar to exemptions provided 
other non-profit activities. Senate Bill 187 makes the necessary statutory 
changes to conform the Advance College Tuition (ACT) payment plan with 
the new federal law.

The ACT plan, established in 1990 under AS 14.40.803, offers an incentive for 
Alaskan residents to save for college. Under this plan one-half o f a 
participating individual's annual permanent fund dividend can be used to 
prepay college tuition credits at the current cost per credit. The University of 
Alaska guarantees that ACT credits can be used for tuition regardless of the 
amount paid for the A C T  credit or the cost of tuition at the time they are 
used. Currently there are over 6,300 prepaid tuition contracts in place 
totaling approximately $17.6 million.

On February 14, 1997, the University of Alaska Board of Regents adopted a 
revised ACT plan which conforms to the new federal requirements. The 
changes proposed in SB 187 w ill strengthen the Advance College Tuition 
exempt status with IRS. Failure to comply with the new  tax law in a timely 
manner could result in retroactive taxation of the program back to 1991 and 
destroy the financial viability of this very worthwhile program. For this 
reason, I recommend passage of Senate Bill 187.

Home of the
U niversity  of A laska

mailto:Senator_Gary_Wilkcn@Iegis.state.ak.us


James F. Lynch
Associate Vice President (or Finance

(907) 474-7448 
(907) 474-5140 (FAX) University of Alaska

Statewide System of Higher Education

207 Butrovich Building 
910 Yukon Drive 
PO Box 755120 
Fairbanks. Alaska 99775-5120

snjll@orca.alaska.edu

April 28,1997

The Honorable Gary Wilken 
Chair, Senate HESS Committee 
Alaska State Senate 
State Capitol: Mail Stop 3101 
Juneau, AK 99801-1182

Dear Senator Wilken:

RE: Federal Legislation, Prepaid Tuition Programs

At the Senate Hess Committee meeting earlier today, I agreed to provide additional 
information on federal legislation which may alleviate the income tax burden for 
individuals saving for college. Enclosed is a copy of the McConnell Graham College 
Savings Act of 1996 (S.594).

The McConnell Graham bill provides fixes for a number of technical problems with last 
year's prepaid tuition legislation, but primarily it authorizes state sponsored prepaid 
tuition and college savings programs to include payment of "room and board" and 
completely exempts the student from the federal income tax on any increase in value or 
earnings credited to their prepaid tuition account. Under the current law, any 
distributions for room and board must be subject to a payout penalty. This bill does not 
provide for a federal tax deduction for contributions or payments by participants into 
the program, but it is the next best thing. Although a student's tax rate should be 
relatively low, the tax bill will come when they have no source of funds from which to 
pay the tax. If the funds are used in accordance with the law (exclusively for qualified 
expenses), there is no "cash distribution" from which to pay any tax due.

The concept of college savings programs has only recently picked up momentum.
When Alaska initiated its program, there were only four other state programs. We have 
been actively working through the National Association of State Treasurers at obtaining 
national recognition for these programs and their issues. There are now approximately 
20 states with active programs or are actively implementing programs, and almost 
every state is at some stage of evaluating the viability of a college prepaid or savings 
program. Today's students are leaving school with incredible amounts of debt (in 
many cases uncollectible) to be paid in the future. College savings programs are
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essential to turning this situation around and leverage the time value of money into 
payment of those costs in advance. The obstacles and disincentives to saving for college 
must be removed and the students encouraged to act responsibly for themselves. The 
primary obstacle to implantation of these programs has been the Internal Revenue 
Service. That problem was substantially mitigated last year. The McConnell Graham 
bill enclosed is another major step forward.

Senator Murkowski has signed on as a co-sponsor to the McConnell Graham bill, and I 
believe that Senator Stevens will be supportive. No action has occurred in the House to 
my knowledge. There is other federal legislation in the works. I will try to keep you 
informed. Communicating your support for this legislation and prepaid tuition 
legislation in general to the Alaska delegation will be a big help for the Alaska prepaid 
tuition participants. Thank you very much for your interest in the program.

Sincerely,

Jim Lynch

JFL/pe

Enclosure

cc: Senator Loren Leman



University of Alaska
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THE ALASKA ADVANCE COLLEGE TUITION PAYMENT FUND

The Alaska Advance College Tuition (ACT) Payment Fund, as established in 
1990 under AS 14.40.803, was created by the legislature to provide an incentive 
for Alaskans of all ages to continue and complete their secondary and post- 
secondary education. The ACT plan provides for future redemption or refund 
of ACT credits for paym ent of tuition and other qualified higher education 
expenses at the University o f Alaska or any eligible college, university or 
vocational/technical institution.

The ACT fund consists o f permanent fund dividend (PFD) and cash 
contributions under the terms of an advance college tuition payment contract. 
Under the PFD program, half o f a participating individual's annual PFD 
dividend can be deposited directly into the ACT fund. Currently, there are 
over 6,300 pre-paid tuition contracts in place totaling approximately $17.6 
m illion. The Commissioner of Revenue is the custodian of the fund and the 
University of Alaska Board of Regents administers the program.

P.L. 104-188, signed into law  on August 20, 1996, included a provision of the 
Internal Revenue Code (Section 529) that defined the federal tax treatment of 
qualified state tuition programs, thereby clarifying the tax-exempt status o f the 
ACT fund and the tax-deferred status of a participant's earnings on any 
increase in value of ACT credits prior to actual use. Congress has given states 
with pre-paid tuition programs until August 1997 to bring their plans into 
conformance with the new  law. The University Board of Regents has revised' 
the ACT plan to conform w ith federal legislation; however, state statute 
changes are also necessary to better assure full compliance. Although the 
Internal Revenue Service w ill make any final determination, failure to pass 
conforming state legislation could result in retroactive taxation of the ACT 
program and its participants back to 1991 and virtually eliminate the financial 
viability of the program.



Senate Bill 187

Sectional Analysis 
Advance College Tuition (ACT) Program

Purpose of the bill:

The bill is intended primarily to conform the state statutes related to the 
Advance College Tuition payment plan with federal tax legislation passed by 
Congress with the help of Senators Murkowski and Stevens as part of the Small 
Business Job Protection Act in August 1996. On February 14, 1997, the Board of 
Regents adopted a revised ACT Plan which was intended to conform the Plan 
and operation of the program to the new requirements. Congress has given 
prepaid tuition programs until August 1997 to bring their plans into 
conformance with the new law. The Internal Revenue Service (IRS) will make all 
determinations regarding compliance and have not yet issued any regulations or 
guidelines on the issues. Although the university believes that the revised ACT 
Plan adopted by the Board of Regents in February is adequate to comply with 
the new  law, the proposed changes to the statute included herein will be of 
substantial assistance in making that argument with the IRS. Failure to comply 
with the new tax law in a timely manner could result in retroactive taxation of 
the program back to 1991 and destroy the financial viability of the program.

Section 1

AS 09.25.120(a) is amended to limit access of public records requests for personal 
identifying information of participants in the ACT program. The ACT records 
include social security numbers of purchasers and beneficiaries and personal 
financial information regarding amounts deposited with the Fund and the values 
of any participants interest in the program.

Section 2

AS 14.40.803(b)(2) is amended to eliminate unnecessary wording regarding 
contributions to the fund, if any.

1 04/21/97



Advance College Tuition Program

Section 3

AS 14.40.803(c) is amended to authorize payments to other eligible educational 
institutions, if payments to other institutions are required. Internal Revenue 
Service (IRS) regulations are expected to provide certain safe harbor provisions 
to qualified state tuition programs if payments are made directly to an eligible 
educational institution. An "eligible educational institution" is a defined term 
under the Internal Revenue Code (Code).

Section 4

AS 14.40.805(11) is amended to add the word "awards" in order to make the 
terminology the same as that used in AS 14.40.803(c).

Section 5

AS 14.40.809(a) is amended to clarify that ACT credits can be used for payment 
of "qualified higher education expenses," which are defined in the Code 
(basically tuition, fees, books, supplies, and potentially room and board at some 
future time). This change is beneficial to participants in that it allows tax 
deferred savings for certain expenses in addition to pure tuition. It also limits 
the sale of tax deferred ACT credits to purposes of funding "qualified higher 
education expenses' as required by federal law. In order for a prepaid tuition 
plan to be exempt from federal income tax, redemptions must be limited to use 
for "qualified higher education expenses" at an "eligible educational institution."

AS 14.40.809(a) is amended to clarify that students can utilize ACT credits for 
tuition and qualified expenses at other "eligible institutions." This change is 
beneficial to participants in that credits can by redeemed for use at institutions 
other than the University of Alaska. It also limits the sale of tax deferred ACT 
credits to use at an eligible institution as required by federal law. In order for a 
prepaid tuition plan to be exempt from federal income tax, redemptions must be 
limited to use for "qualified higher education expenses" at an "eligible 
educational institution."

AS 14.40.809(b)(2) is amended to indicate that the formal Plan adopted by the 
Board of Regents is part of the contract with the purchaser. This is intended to 
emphasize the fact that the terms and conditions of the ACT Plan will be deemed 
part of the ACT contract.

2 04/21/97



Advance College Tuition Program

AS 14.40.809(b)(4) is amended to allow the Board of Regents to enter into 
reciprocal agreements with other eligible educational institutions or qualified 
state tuition programs as considered beneficial by the Board of Regents. The 
Code provides for rollover provisions which are yet to be defined in IRS 
regulations. The university believes that it may be advantageous for participants 
or for qualified state programs to allow reciprocal transfers of participants 
between contracts, institutions, or between state programs. Although reciprocal 
agreements with Sheldon Jackson University and Alaska Pacific University have 
been authorized by statute, uncertain tax treatment of the program itself and the 
benefits to participants has made consideration of any such agreement 
unfeasible.

AS 14.40.809(b)(5) is deleted as unnecessary. This provision was added to the 
statutes in an effort to seek exemption of the ACT program income tax as an 
integral part of a tax exempt instrumentality of the state. Passage of Section 529 
of the Internal Revenue Code last year eliminated the need for this provision. 
The commitments under the ACT Plan are, and will continue to be, a contractual 
obligation of the university in accordance with the terms and conditions of the 
ACT Plan; however, the university does not intend to make ACT participants a 
special or preferred class of creditors.

Section 6

AS 14.40.811(a)(1) is amended to delete the provisions related to installment 
contracts. This provision was included in the law prior to development of the 
ACT program. It was intended to apply to a situation where a purchase would 
agree to payment for four years of education to be paid in installments in 
advance of coming to school. This provision is currently nonfunctional because 
the ACT program developed into a unitized program, where a purchaser 
receives the number of units of education that were paid for rather than making 
a contractual commitment to make payments in the future. Under the ACT 
program, there is no commitment to purchase or pay for any specified number of 
additional units or credits.

AS 14.40.811(a)(2),(3), and (5) are amended to clarify some of the essential 
information which is required for a prepaid tuition contract including name and 
date of birth of the purchaser and the beneficiary (prospective student), the 
number of credits purchased, and the commitment by the Board of Regents to 
provide education to the beneficiary in accordance with the terms and conditions 
of the Plan.

3 04/21/97



Advance College Tuition Program

AS 14.40.811(a)(7) is amended to clarify the Board of Regents will make whatever 
terms and condition are required by the Internal Revenue Code part of the 
contract with participants of the program.

Section 7

AS 14.40.817(1) is amended to clarify that "contract" as used in AS 14.40.803 - 
14.40.817 means an ACT Contract.

AS 14.40.817(2) is amended to make the definition of a beneficiary under state 
statute the same as the definition under the Internal Revenue Code. The concept 
of residency for eligibility is unchanged and is retained in the formal Plan 
adopted by the Board of Regents.

AS 14.40. 817(4) and (8) are added to adopt the same meaning for an "eligible 
educational institution" and "qualified higher education expenses" as provided 
by the Internal Revenue Code. These definitions are critical to federal tax 
treatment under the Code.

AS 14.40. 817(7) is amended to clarify who is the contracting party or purchaser 
and to accommodate situations where payments under a contract are made by 
persons, such as grandparents, who are not the formally named as a purchaser or 
participant under a contract.

Prepared by the University of Alaska
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^  M Advance College Tuition

Alaska's Prepaid College Tuition Program

Save now for your 
child’s college 
education.

Prepay future 
tuition costs at 

today’s rate!

• The Alaska Legislature and the University of Alaska have developed the 
Advance College Tuition (ACT) payment plan to help Alaskan residents save 
for college.

• You can use one-half of your permanent fund dividend to prepay college 
tuition costs a* the University of Alaska for yourself or your child.

• • • • >• / •  »*• \ 1 < * -• , W, . I • t » M» •> . * l I > • , • U '|3  U 3 .1 >1(1 >
! ’ * \ i 1 - j 1 ' j i ‘ J.- i-I • \ 1 -

■ — — r- - -m i - ». • .. - :*ni - - w!<.
Check the box on line 10 of an adult or line 12 of a child’s application. One-half of the 1997 dividend 
will be used to purchase ACT prepaid tuition credits.

If this is the first time you are buying ACT tuition credits, call the ACT office at 1-800-478-0003 
(907-474-7469 if in Fairbanks or outside Alaska) to receive a complete information packet and required 
forms.

What is a credit?
Just as a high school student is required to com­
plete a specified number of course credits to receive 
a high school diploma, a college student is required 
to have a minimum number of course credits to re­
ceive a college degree.

How many credits do I need?
It generally takes a minimum of 60 course credits 
to acquire an associate’s (2-year) degree and 120 
course credits to acquire a bachelor's (4-year) de­
gree. A student will need approximately 15 credits 
for each college semester. The number of course 
credits taken each semester determines the tuition 
cost for that semester. A student who purchases 
ACT prepaid tuition credits simply uses these cred­
its to cover future tuition costs.

How many credits can I buy with one- 
half of my 1997 dividend?
In 1996, one-half of the dividend purchased approxi­
mately six ACT credits at a cost of $77 per credit. 
The number of credits you can buy this year will de­
pend on the amount of the dividend and the 1977 
price of ACT credits.

Can I buy additional credits?
Yes, you may buy ACT credits directly from the ACT 
office at any time. You may even buy 120 credits all 
at one time!

When can my credits be used?
You may use your ACT credits two years after pay­
ment is received by the ACT program.

- ------------------  continued on next page...
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- continued from previous page... —-------

What is the guarantee offered by the 
University of Alaska?
The University guarantees that ACT credits can be 
used for tuition at any University of Alaska campus 
regardless of the amount paid for the ACT credit or 
the cost of tuition when they are used.

Can ACT credits be used at other 
colleges, universities, vocational or 
technical schools?
The student may use ACT credits to pay for tuition at 
almost any college, university, vocational or techni­
cal school in the nation. Payment will be made to 
the student to help defray their tuition costs, how­
ever the amount cannot be guaranteed. The amount 
of the payment will depend upon the original pur­
chase price, tuition rates at the University of Alaska, 
and earnings of the ACT program.

Can I get a refund if my child doesn’t go 
to college?
Your child may obtain a refund of the original pur­
chase price of the ACT credits if he or she chooses 
not to attend college, unless you named another child 
or student as an alternate recipient of the credits in 
the ACT contract.

If I used the ACT check-off last year, do I 
have to check it again?
Yes. Each year you must check-off the Advance Col­
lege Tuition box on the dividend application. How­
ever, you do not need to complete new contract forms 
unless you are buying ACT credits for a different in­
dividual than in the past.

Do I have to pay any fees?
Yes. There is a one-time, nonrefundable administra- | 
tive fee for setting up an ACT contract and several 
transaction processing fees. Currently there is no 1 
fee for redemption or use of the ACT credits.

What about federal taxes?
The portion of your dividend paid into the ACT pro­
gram is taxable to you or your child as though it had 
been received directly by you. Under current tax 
rules, the increase in value of the ACT credits from 
the date of purchase to the date used is taxable to 
the recipient v/hen they are used or refunded. In j 
August 1996, Congress passed legislation which 
exempts qualified state prepaid tuition programs from 
income taxes similar to exemptions provided other 
non-profit activities. Subject to adoption of certain J 
plan amendments to be developed over the next year, 
the ACT program is expected to meet the require­
ments for exemption under the new law.

If I change my mind, can I get my divi­
dend money back?
Yes, you can get your dividend money back in full if 
you properly notify the ACT office by February 1, 
1998. After that date you can still get a refund bui 
there is a processing fee deducted. Contact the ACT 
office for a withdrawal form if needed. t

[

i
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When you sign up for the ACT program do the following:
»Request an Information packet from the ACT office, as noted on the previous page. This packet includes 

an ACT Plan booklet, ACT contract form, and other information about the program.

• Read the ACT Plan booklet very carefully. The information included in the permanent fund dividend 
application package is not a complete description of the ACT program.

• Complete and return the ACT contract form to the ACT office. Your purchase of ACT credits is not complete 
until the contract form is received and accepted by the University of Alaska. There are deadlines for completing 
these forms in order to purchase credits at the 1997 rate.

ACT •  U n i v e r s i t y  o k  A l a s k a  •  P.O. Box 755120 •  F a i r b a n k s ,  A l a s k a  99775-5120 
( W i t h i n  A l a s k a )  1-800-478-0003 •  ( F a i r b a n k s  a n d  O u t s i d e  A l a s k a )  907-474-7469
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HOUSE COMMITTEE REPORT
Date R eferred  to C om m ittee: M ay 6, 1997
(7)

FU R TH ER  R E FER R A LS:

Date of Com m ittee Action:

Finance

The H EA LTH . ED U CA TIO N  AND SO C IA L  SER V ICES Com m ittee considered: CSSB 189(FIN)

CS FO R  SEN A TE B IL L  NO. 189(FIN) EDUC.LOAN REPA Y M N T\ELIG .; O C C . LIC.

“ An A ct re la ting  to eligibility for and  default, collection, and repaym ent of studen t loans; rela ting  to nonrcnew al of 
certain  occupational licenses for default on a studen t loan; and providing for an  effective date .”

recommends it be replacedwith the following committee substitute
[ ] additional referral to ______________
f J attached amendment(s)

ADOPTS:___________________________

[ ] the same title 
[ ] a new title

Committee

Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dep{)
i ] fiscal note(s) ________________________

[ J zero fiscal note(s) _________________
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AiasKa estate legislature

Senator Lyda Green 
Senator Jerry Ward 
Senator Johnny Ellis

Senator Gary Wilken, Chairman 
Senator Loren Leman, Vice Chairman

State Capitol 
Room 510 

Juneau, Alaska 99S0 
(907) 465-3762

Senate Committee on 
Health, Education and Social Services

SPONSOR STATEMENT
SB 189 - Repayment of Student Loans

Currently the default rate of the student loans issued by the Alaska 
Com m ission of Postsecondary Education is unacceptable. Senate Bill 189 
provides the Commission with the necessary financial tools to effectively and 
effidendy reduce the number of loans which are in default.

The ultimate goal of this legislation is to create a finandally solvent Alaska 
student loan program that will be available to the next generation of Alaskan 
postsecondary students. SB 189 will (1) improve the credit rating of the 
Alaska Student Loan Program, (2) lower the loan program default rate, (3) 
im prove the return rate on funds loaned to borrowers, and (4) increase the 
recovery rate on defaulted loans.

With the huge jump in loan demand that this program is now experiencing 
(20% -  25%), it is vital that the Commission be given the tools and authority 
to operate on a business-basis. Passage of Senate Bill 189 w ill be a step in the 
right direction.

S P O N S O R  S T A T E M E N T



C SSB 189(FIN)
Sectional Analysis

An act relating to eligibility for and default, collection, and repayment o f  student loans.

Sections 1- 3: Technical conform ing amendments to reflect the appropriate citation 
referencing the Family Education Loan Program (FELP).

Section 4: Provides for deferment o f Half-Time Alaska Student Loans for borrowers
who are in full-time student status at postsecondary institutions outside o f  Alaska.

Section 5: Increases by one-half o f one percent the interest rate allowance to be used
to offset costs o f  adm inistering corporation and commission.

Section 6: Borrower eligibility section is amended to clarify that borrower must be
eligible not only at the time o f  application but also at the time the funds are received (may 
be several interv ening months). Places the residency criteria in the appropriate section of 
statute (currently set out in AS 14.43.1 Z0(p)) and clarifies language relating to residency 
eligibility.

•  S u b s ta n tiv e  c h a n g e  is a d d it io n  o f (a)(6-8), page  5, b e g in n in g  on line 26. A llow s 
fo r  a sse ssm en t o f  a p p lic a n ts ' c re d it h istory to  id en tify  c h ro n ic  b a d  d e b t. W ill 
a llow  p ro g ra m  a d m in is t ra to rs  to d e te rm in e  in ab ility  to repay .

Section 7: Provides for loan eligibility if  ap p lic a n t o b ta in s  a c re d it-w o rth y
c o s ig n e r .

Section 8: Expands tools for collecting on defaulted loans (Six months or more in
arrears).

• P ag e  6, line 12 -  P ag e  7, line 2, (AS 14.43.145) d e sc rib es  th e  san c tio n s  th a t  w ill be 
im p o se d  w hen a b o r ro w e r  defau lts .

• P ag e  6, line 3 -  P age  9, line  1, (AS 14.43.147) a u th o r iz e s  a d m in is tra t iv e  w age 
g a rn is h m e n t  a n d  d e s c r ib e  the  legal process. (M o d e led  a f te r  C h ild  S u p p o r t  
E n fo rc e m e n t’s g a rn is h m e n t  in AS 25.27.070.)

•  P ag e  9, line 2 -  P age  12, line  9, (AS 14.43.148) e x p a n d s  ex isting  a u th o r i ty  to 
in te rv e n e  in th e  renew  al o f  p ro fess iona l o r o c c u p a tio n a l licenses a n d  p ro v id e s  fo r 
is su a n c e  o f  a te m p o ra ry  license d u r in g  a p e rio d  w h e n  th e  licensee m ay d isp u te  
th a t  a g e n c y ’s a c tio n . E x c lu d es  those licenses w h ich  m ay  be jo in tly  ow ned  o r  
w h ich  a re  no t c e n tra lly  co n tro lle d . Exclusion wiJI e lim in a te  p o ten tia l d a m a g e  to 
n o n -b o rro w e rs  a n d  a v o id s  ta rg e tin g  licenses th a t  w o u ld  re q u ire  in tensive  
m a n u a l  in te rv e n tio n  to a d m in is te r .

S E C T I O N A L  A N A L Y S I S



C S S B 189(FIN)

Sections 9-15: Technical changes am ending citation o f FELP and making eligibility 
criteria consistent among Alaska Student Loans. Teacher Scholarship Loans and Family 
Education Loans.

Section 16: Clarifies that certain temporary licenses issued during a loan default
appeal process are not eligible for transfer to a spouse o f a deceased licensee.

Section 17: Re-states an existing Revenue statute to conform to this legislation (re:
PFD garnishment).

Section 18: Technical conforming repealers. Specifically. AS 08.02.025 is replaced
by new AS 14.43.148: AS 14.43.120(i) and (q) are replaced by new AS 14.43.145: 
14.43.740(b) is replaced by amended AS 14.43.720(a); and. AS 14.43.790 is replaced by 
am ended AS 14.43.740(a).

Section 19: Authority to promulgate regulations prior to effectiv e date o f  this act. but
which may not be in effect prior '•"? effective date o f  the act.

Section 20: Providing for an immediate effective date for Section 19.

Section 21: Providing for an effective date o f July 1. 1997 for the act.
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SB 1 8 9 -  “ A n ac t re la tin g  to e lig ib ility  for a n d  d e fa u lt, co llection  a n d  re p a y m e n t o f  
s tu d e n t  lo an s; re la tin g  to  n o n re n e w a l o f c e rta in  o c c u p a tio n a l licenses fo r d e fa u l t  on 
a s tu d e n t  loan ; a n d  p ro v id in g  fo r  a n  effective d a te .”

• A llow s the Alaska Student Loan Programs (ASLP) adm inistrators to assess 
applicants’ credit history to identify chronic bad debt. This provides an indicator o f  a 
borrow er’s potential ability to repay their debts;

• Provides applicants, found to have chronic bad debt, with an opportunity to obtain a 
credit worthy co-signer:

• Provides cost-effective, relevant sanctions that will be imposed when borrowers 
default and which will motivate borrowers to repay to avoid sanctions:

• Provides an increased rate o f  return on funds loaned to offset current interest losses to 
the fund;

• Provides for issuance o f  a tem porary occupational/professional license during a 
borrow er appeal o f  the nonrenewal o f  a license.

The ultim ate goal o f  this legislation is to create a financially solvent A laska student 
financial aid resource that will, w ithout further assistance from the State coffers, still be 
available to the next generation o f  Alaskan posisecondary students. This bill contains a 
num ber o f  tools which are necessary to achieve specific objectives: improving the credit 
rating o f  the Alaska Student Loan Program: lowering the loan program  default rate; 
im proving the return rate on funds loaned to borrowers; and, increasing the recovery rate 
on defaulted loans.

These objectives are measurable and should be measured. I f  this bill is enacted, it would 
be w ith the intent that the Com m ission, in its annual report to the G overnor and the 
Legislature, include these statistics as a report card on the effectiveness o f  these tools and 
to insure accountability on the part o f  program adm inistrators. This bill supports this 
legislature 's and the adm inistration 's goals for self-sustaining governm ent operations.

A re  T h e se  L eg isla tive  C h a n g e s  R ea llv  N ecessary?

The A laska Student Loan Corporation is in critical need o f  assistance through legislative 
changes to the programs it funds. These are changes that would have been prudent to 
make at the point in time when the General Fund subsidy was elim inated, thereby 
funding the programs solely with private capital. The following are fund loss statistics.

• The total amount o f  forgiveness granted from 1972 to June 30, 1996 was
approxim ately S70 million. O f that amount, over $57.3 million has been granted 
since the Corporation was created in 1987. S taff estimate that the Corporation will 
have to pay another S8.7 million as these older loans are retired. Had the Corporation

B A C K G R O U N D  I N F O R M A T I O N



continued to receive G eneral Funds to offset these losses, it would have had a 
retained earnings balance o f  $ 19.1 m illion at the end o f  the FY96 instead o f  the 
current deficit balance o f  $47.3.

•  Losses due to loans w ritten-off (death, disability, bankruptcy and lack o f  paym ent 
activity) since the C orporation 's creation total approximately $47.8 million at 
6 /30 /Q6. S taff estim ate that another $ 9 7 .1 million, o f the current loan portfolio, will 
be w ritten-off in the future.

• A nother “public po licy’ loan issue is interest accn .«!. The September 30, 1996, 
unaudited financial statem ents indicated that loans totaling $122,662,495, or 23%  o f 
the portfolio at Septem ber 30, 1996, were not accruing interest because they were in 
an interest-free period. O f  these loans, approxim ately 60% were financed with bond 
proceeds. From a purely business perspective, any interest-free period on these 
student loans results in a  loss to the Corporation as it pays interest on outstanding 
bonds from issuance until retirem ent o f  the bond debt and forgoes interest income on 
funds used to originate the loans.

At the time the Corporation was created, the ASLP was overcapitalized to a significant 
extent. A dditionally, the Corporation adopted, and the legislature initially funded, the 
“M illennium  Plan”, a capitalization plan that assumed yearly influxes o f General Funds 
leaving little concern that the Corporation would not be able to easily meet the debt 
service coverage ratio o f  150% stipulated in its m aster bond indenture. The unanticipated 
elim ination o f  General Fund support caused the abrupt curtailment o f  that plan in 1991. 
leading to several years o f  large bond issues to keep up with student borrowing needs.
As a result, the Corporation is now  very close to the minimal level o f  debt service 
coverage required by the m aster bond indenture.

With the huge jum p in loan dem and that the program is now experiencing (20%  - 25% ), 
it is vital that the Com m ission be given the tools and authority to operate on a business- 
basis. A laska can no longer afford to characterize and consider this student aid source as 
sim ply a social service.

W h a t  M e th o d s  W ill be U sed  to M e a su re  th e  S uccess o f  these  C h an g es , i f  E n a c te d ?

The Com m ission/Corporation provides a variety o f  indicators that will reflect the 
effectiveness o f  program changes. They include: program default rate, annual audited 
financial statem ents, default recovery statistics, etc.
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COMMISSION MEETING OF THE 
ALASKA COMMISSION ON POST SECONDARY EDUCATION 

DECEMBER 13, 1996 RE: PROPOSED LEGISLATION

Commission members present for all or portions of the meeting were: Mark Begich, Chairman:
Bobette Bush. Vice Chair; Dr. Milton Byrd; Senator Johnny Ellis; Rosa Foster: Dr. Roger Ja( .is; Charles 
H. Parr; Scott Sterling; Dr. Alice Galvin and Dr. Lydia Hays.

At page 13:
LEGISLATIVE/REGULATION UPDATE

Endorsement of Legislative Amendment Proposal - Diane Barrans

Ms. Barrans provided a summary of comments received from various identified constituency 
groups concerning the proposed legislation. Our primary focus group was student representatives, and 
every effort was made to get a good sense of attitudes towards the different discussion items. Overall 
responses were positive, with some cautionary words regarding the Commission taking a deliberative 
approach to making positive reasoning changes. The most common comment was to use these 
instruments as a leverage and not a hammer...

Dr. Lydia Hays moved to approve the legislative package as identified by M s. B arrans . The 
m otion was seconded by Ms. Bush.

Mr. Parr asked what the procedures for administrative wage garnishment would entail. Ms.
Williams stated that if the Governor’s office asks her to draft something to implement this procedure, she 
would follow the child support enforcement division's administrative wage garnishment process.

Mr. Sterling stated that this type legislation continues to demonstrate to the underwriters of our 
bonds that we are fiscally serious people and that, within reason, we are going to reform a number of 
approaches we have taken to be on a business-like basis as possible, while at the same time keeping 
access to ASL far more open than (private] programs would ever allow. We need as many tools as the 
law allows. He stated that collections through the courts are difficult because an attorney will not 
consider a case unless it involves a large sum of money. Ms. Barrans stated that whatever enhancements 
we make to the program translates into more marketable bonds, at lower rates, which lowers the rate 
borrowers will pay.

Ms. Bush staled that she is familiar with the child support wage garnishment system from a 
employer’s standpoint and feels it involves little paperwork and provides an efficient program in dealing 
with the state. It is very effective and if what we do is tailored along those lines, she is highly supportive 
o f the proposal...

M r. Bcgich asked for any objections to moving forward with the proposed legislation to be 
presented to the G overnor, excluding the setting of insti ational au thorization  fees. T here  being no 
objections, the motion carried .



TO: Diane Barrans
C: Pat Bom

Charlene Morrison

FROM: Smith Bain y Inc.

RE: Revenue- Expense Enhancements

DATE: April 1, 1997

Alaska Student Loan Corporation (''ALSC") seeks ways to achieve positive future operating results 
w ith a goal o f not attempting to fully recover prior losses from the pockets o f current borrowers.
Thus a long term strategy is essential to achieve an equitable turnaround of A SLC’s finances. The 
purpose o f  this memorandum is to set forth our estimates for the effect several initiatives may have 
on ASLC earnings and net worth. These initiatives are set forth below:

A) Pre-screening applicants for credit history'co-signers (we estimate that approximately 
13% of applicants would be required to acquire a credit-worthy cosigner or be denied 
a loan)

B) Increase array o f sanctions/collection tools on defaulted loans to include:
i) Administrative wage garnishm ent (we estimate that 25% of ASL defaulters 

could be subject to this collection tool)
ii) Expanded occupational/professional license renewal intervention

C) Increase o f administrative cost cap in interest rate formula from 2.5% to 3%; fir

D) Charge interest during all borrowing periods 

C u rre n t F inancial S ituation

O ver the last 5 years, ASLC has experienced an average annual loss, and thus decrease o f Net 
W orth, o f approximately S3.5 million. This annual loss is the result of several major factors: (1) 
losses due to defaulting borrowers, (2) losses due to polices where borrowers are not charged interest 
during certain periods, and (3) expenses of servicing and administering the portfolio. Significant 
improvement in lowering defaults and charging interest during all periods would reverse the annual 
loss, and provide ASLC with annual surplus. This is particularly important now that annual 
origination is higher, and the ability to meet additional bonds test less certain.

A. Pre Screen Applicants: Clearly, implementing credit underwriting standards would have a 
positive effect on reducing future default costs. Statistics nationally show that credit 
underwriting standards slightly less rigorous than home mortgage requirements will produce 
2 to 4% default rates, whereas credit blind underwriting standards will produce default rates 
o f 10% to 20% depending on the demographics o f the target population. Alaska’s experience 
recently is at the high end o f this range with loan loss rates of 11% to 12%. Assuming 
570,000,000 of annual originations and an initiative that reduced that loss rate by 3% (from

Smith Barnet
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say 12% to 9%) ASLC would save $2.1 million for each annual cohort of loans. Thus, a 
reduction of 3% would slowly help stem the annual corporate loss, a great result from a 
financial perspective, but instituting credit standards on 13% of applicants carries significant 
public policy concerns. The benefits o f reduced future defaults will occur in the first three 
years of repayment, or three to five years after implementation. This lag time makes this 
alternative the slowest acting change element when compared to either enhanced collection 
or restructured interest rates.

B. Enhanced Collection T ools: From a financial standpoint. ASLC should utilize all of the 
collection tools available, including Permanent Fund Dividend garnishm ent, wage 
garnishm ent, license renewal intervention, commercially diligent loan collection, etc. 
National rules of thumb for recovery' rates approach 50% of defaults and anything less than
30% recovery would be sub-standard. ASLC should target obtaining at least 50% recovery-
due to the availability o f the Permanent Fund Dividend.

A program  which allow rescheduling the debt or an amnesty with respect to late fees and 
overdue interest could enhance collections. Given the amount o f defaulted loans, any 
collection improvement will yield large results compared to the size o f the recent annual 
losses.

A ny increase in collection o f prior default has the additional benefit o f results within twelve 
months. On the negative side, the enhancement to earnings comes from those least able to 
pay.

C. Increase Interest Rates: Increasing interest rates by of 1 % will have an obvious positive
impact of S350.000 per year in repayment for each annual cohort of loans. This increase of 
revenue will begin at repaym ent (i.e., 3 to 5 years hence).

D. Charge interest during in-school period: This alternative is very attractive as it will produce
significant and im mediate results. Currently, students do not pay interest during the in­
school period. The proposal is to charge interest during this period. Below is a table which 
outlines die annual added revenue ASLC will receive, and the added cost to a student, under 
various scenarios. It is assumed that annual originations are S70 million, and borrowers are 
in school an average o f two years.

Assumed
Interest

Rate

First Year 
Enhanced 

Revenue to 
A SLC 1

Second Year and 
Succeeding Years 
Annual Enhanced 

Revenue to ASLC 1

Added Cost to 
Borrower with 

$15,000 of 
Loans 2

Added Cost to 
Borrower with 

$30,000 of 
Loans 2

3% S2.1 million S4.2 million $1,600 S3,200

4% 52.8 million $5.6 million S2.140 S4.280

1 Assumes S70 million annual originations
2 Assumes 2 year in school period, borrower does not pay interest but it is added to principal of loan at

repayment, interest rate on loan is 8.6%.

Sm it h  Barney



If ASLC starts to charge interest during the in-school period. ASLC can give the borrowers the 
option to pay the interest currently, or have accrued interest added to the balance of the loan. 
In either scenario, ASLC will record enhanced revenue, which will help produce a small annual 
surplus, with immediate results beginning in the first year.

E. Title [V Loans: We continue to urge a careful review of using Title IV Loans to supplement 
the Alaska Loan. As discussed above, the two major reasons for losses at ASLC are default 
costs and in-school interest rate subsidies; the federal government covers these two costs in the 
Title IV program. To the extent a borrower takes out a Title IV Loan instead of an Alaska Loan, 
there is a significant saving which can be (i) taken by ASLC, (ii) given to the borrower in a 
significantly lower interest rate, or (iii) a combination of the two.

Borrower Benefit Programs
ASLC should consider incenting borrowers to pay on time. The most significant cost to ASLC of 
servicing a loan is corresponding with borrowers who are late. Tnus, an incentive to cause borrowers 
to be on time with payments is of interest. The most prevalent borrower benefit program nationally 
is a program whereby if a borrower is on time (within 10 days of due date) for 48 consecutive 
payments, then for the balance of the loan term, the interest rate is reduced by 2% per year (i.e., from 
say 8% to 6% per year). Since most borrowers will not qualify (only 20% of borrowers are expected 
to pay on time) and since a good portion of the loans will be paid off after 48 months, the annual cost 
to ASLC is modest. Such a program is likely to reduce the overall yield on the borrower benefit 
portfolio by approximately 10 basis points per year, or S70.000 per year for a S70 million portfolio.

K A S L C 97 BARRANS MEM
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STATIC OF ALASKA
1997 LEGISLATIVE SESSION

BILL NO. SB 189

Revision Date: 
Title. An Act relating to eligibility for and 

default, collection, and repayment of 
student loans: relating to nonrenewal 
of certain occupational licenses for 
default on a student loan; and 
providing for an effective date."_____

Department Affected’ 
BRU

Education
Alaska Commission on 
Postsecondary Education

Sponsor:
Requester:

Senate HESS
Senate HESS

Component

COMPONENT SERIAL NO.

Student Loan Operations

213

EXPENDITL RES/REVENUES:
1 OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

15.1 32.8 15.0 15.0 15.0 15.0

TOTAL OPERATING 15.1 32.8 15.0 15.0 15.0 j 15.0

CAPITAL EXPENDITURES I I

CHANGE IN REVENUE( ) | I | | | |
(Thousands

FUND SOURCE:
of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
OTHER Corp. Receipts 1022 15.1 32.8 15.0 15.0 15.0 15.0
TOTAL 15.1 32.8 15.0 15.0 15.0 15.0

Estimate of any current year (FY 97) cost: S 
POSITION: _________________
FULL-TIME
PART-TIME
TEMPORARY

I
I
I

ANALYSIS: (Attach a separate page if necessary.)
The student loan fund continues to experience an erosion of fund equity each year, primarily due to the drain of uncollectable debt and 
losses due to interest-free periods on loans. This legislation will establish a front-end credit assessment of loan applicants as another 
step towards preservation of the fund for future generations. The only assessment of an applicant's credit-worthiness currently available 
is a check to ensure that the applicant is not delinquent on a previously awarded State of Alaska student loan

Please see attached page_____________________________________

Prepared by: Mike Maher, Director / / ^  / : ______  Phone: 465-6743
Division: Student Loan Operations ~ ‘ '   Date: April 26. 1997

Approved by Executive Director- Diane Barrans \ /  __  ______  ____________
Agency. Alaska Commission on Postsecondary Education Date: April 26 199"

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

Rev: 01/97 Page i __of_JL
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STATE OF ALASKA
1997 LEGISLATIVE SESSION

F I S C A L  N O T E
BILL NO. SB 189

ANALYSIS (continued)
The Commission proposes that credit assessments only be done on applicants 21 years of age and older. In the event that an 
applicant is denied due to “chronic" bad aebt. the option of ootammg a co-signer who has good credit may be available Credit 
reporting agencies generally have a model which analyzes credit histories based on a number of variables. Through the use of sucn 
models, the level of credit-wonhiness can be assessed on a point basis, and a tolerance level for "chronic" debt can be established

In addition, this legislation provides for administrative wage garnishment authority of wages of defaulted Alaska Student Loan 
borrowers who work in Alaska, either in the private sector or for state or local government employers. It also expands the licensing 
intervention process, which assures that defaulted borrowers seeking to renew specific licenses would be unable to do so until they 
have negotiated a payment arrangement with ACPE

Section 4 amends the rate of interest charged for administrative costs of the student loan program from two and one-half percent to 
three percent. This change will provide for an increased rate of return on funds loaned, to offset current interest losses to the fund. 
This change will also have a positive impact to the loan fund of approximately S350.000 per year, beginning at repayment (3 to 5 years 
out) for each loan year.

Credit assessments. The following analysis represents the loss-avoidance to the loan fund as well as the cost to ACPE of doing 
credit assessments.

Award year
1997-98 (FY98)

Estimated Award 
(11/1/97-7/31'98)

Applications 
(11/1/97-7/31/98) 21 & Older

6.000 | A |
Sub-total Cost

63% O T 3,780 S4
(per assessment)

Total
Costo r 315,120

Chronic
Debtors

Loss
Avoidance

S24,000.000 n r  13% n r  33.120.000 m

Award year
1998-99 (FY99)

Estimatea 
Annual Award

63%

Chronic
Debtors

S70.0C0.0C0 ID. 1 13°

Applications 21 & Older 
13,010 |A.11

Loss 
Avoidance n r S9.100 000

Sub-total Cost
Total
Cost

O T 8.196 34
(per assessment)

532.785

O l

| A  {The estimatea number of initial loan applications ACPE expects to receive between November 1. 1997 and July 31. 1998

These dates are being used as ACPE does not expect regulations to be in effect prior to November 1. 1997 

Without regulatory/statutory authority, ACPE cannot deny applications based on the credit worthiness of potential borrowers 

| A.1 j About 56 5% of the total numoer of applications received will be from borrowers with a prior loan.

The estimatea number of 1990-99 loan applications < 17 000) less 66 5% of the number received between November 1, 1997 

ana July 31. 1998 (6.000) equals 13.010 

[ B {Borrowers under the age of 21 do net generally have an estabiisnea credit history This population represents 37% of ASL borrowers

ACPE does not propose to assess the credit worthiness of applicants unaer 21 years of age 

C Icredit report and risK score (credit worthiness) S3 30 ♦ SO 55 = S3 85 / assessment

D | T h e  estimatea net amount of dollars ACPE expects to award to borrowers between November 1. 1997 and July 31.1998 

These dates are beir j  used as ACPE does not expect regulations to be in effect prior to November 1 1997 

Without regulatory/statutory authority. ACPE cannot deny applications based on the credit worthiness of potential borrowers 

D.1 jT he  estimated net amount of dollars ACPE expects to award to borrowers during the 1997-98 award year 

E (Approximately 25% o f applications received will be from oorrowers ACPE could classify as having questionable credit worthiness 

About haif of thrs population, or 13%. could ce classified as a navmg a history of "chronic" bad credit 

| F j The estimated principal amount of dollars ACPE would not award to oorrowers demonstrating a high risk of default to the ASL fund.

Page 2 of 3



STATE OF ALASKA
1997 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 189

ANALYSIS (continued)

Administrative wage garnishment authority allows tor garnishment o f wages of defaulted Alaska Student Loan borrowers who 
work in Alaska, either in the private sector or tor state or local government employers. Historical information is the basis for the 
following:

ASSUMPTIONS

A. Approximately IS% (17.000-) of borrowers default on the student loans.

B. Approximately 9° o (1.500-1.600) of defaulters are employed in the public sector in Alaska.

C. Approximately 16% (2,700-2.800) o f defaulters are employed in the private sector (non-federal and non-self-employed).

D. Based upon current loan balances in default, these 4.200-4.400 defaulters owe between S27.6 and S2S.9 million dollars to the 
Loan Fund.

Administrative wage garnishment will provide for efficient collection o f defaulted loans to borrowers employed in the public and 
private sectors in Alaska.

License Renewal Intervention authority in this bill will expand the Commission's existing ability to use the State's licensing activity j  
as an incentive for improved repayment behavior on the pan of licensees who have defaulted on their Alaska Student Loans and who I 
continue to ignore this financial obligation to the State. While administrative wage garnishment can be used to improve collection of j 
defaulted loans for borrowers who are employed by public and private sector employers, license renewal intervention provides a tool | 
to compel repayment from those borrowers more likely to be self-employed as a licensee in one of the identified fields or professions. |

ASSUMPTIONS

A. Approximately 61% of borrowers live in Alaska while in repayment. Approximately 10.000 defaulters reside in 
Alaska.

I
B. Given the numbers of defaulters known to be employed by state/local government or by private sector 

employers, as many as 5.600 defaulters may be self-employed and holding employment related licenses. This 
sector currently represents approximately S36 million in defaulted loans.



FISCAL NOIL
STATE O F ALASKA BILL NO. SB 189
1997 LEG ISLA TIV E SESSION

Revision Date:________________________________ _
Title: Education Loan Repayment/Eligibility:

Occupational Licensing
Sponsor: Senate Health. Education & Social Services
Requester: Senate Health. Education & Social Sen/ices

_ Dept. Affected: EDUCATION_____________
_BRU: Teaching and Learning Support
Component: Teacher Certification__________

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

1240

OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

i
I

6.5 5.0 5.0 5.0 5.0 5.0!
3.0 2.0 2.0 2.0 2.0 2.0I

I
I
I
I

TOTAL OPERATING 9.5 7.0 7.0 7.0 7.0 7.0

CAPITAL EXPENDITURES 0 0 0 0 0 O'

CHANGES IN REVENUES

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF Program Receipts 
1007 Interagency Receipts

I
!

9.5 7.0 7.0 7.0 7.0 7.0i
TOTAL 9.5 7.0 7.0) 7.0j 7.01 7.0

Estimate of current year (FY97) cost: $ 

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

I
I
i

ANALYSIS: (Attach a separate page if necessary)
The legislation would require that teacher certification be withheld if a licensee is in default on a loan issued by the 
Alaska Commission on Postsecondary Education. The Teacher Certification Unit would be required to match up 
borrowers in default on a student loan with teaching certificates issued to determine if a license should be withheld. It 
also requires written notification of denial of renewal and issuance of a 150 day temporary license if the denial is 
appealed. The requested funding would come through the ACPE to DOE for costs associated with comparing 
borrower default information with licensees, issuing the written notice and temporary license. Contractual cost.' 
include revisions to regulations and procedures, computer programming time, additional phone and copy charges. 
Supplies costs include purchase of certification forms and office materials.

Prepared b y t^ a i ^ y t B ’ufefl Phone: 465-8689
Division: Teaching and Learning Support /  / / Date: 4/29/97

Approved by Commissioner: Shirley J. Holloway, P h .D ^ ^  / t - - Date: 4/29/97

Agency: Department of Education
- J - ________________

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

Revision Date:
Title:

STATE OF ALASKA
1997 LEGISLATIVE SESSION

Sponsor.
Requestor:

Educa*:on Loan Repayment 
Ellglb Ity; Occ Licensing

Senate HES
Senate HES

BILL NO. SB 189

Department Affected: Labor
BRU: Workers' Compensation
Component: Workers' Compensation

COMPONENT SERIAL NO. 3 4 4

OPERATING FY 98 FY 99 FYOO FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

18.0 9.0 9.0 9.0 9.0 9.0

10.5 0.9 0.9 0.9 0.9 0.9
0.4 0.2 0.2 0.2 0.2 0.2

TOTAL OPERATING 28.9 10.1 10.1 10.1 10.1 10.1

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE #

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Pnogram Receipt
1006 GF/MHTIA
1007 Interaqencv Receipt 28.9 10.1 10.1 10.1 10.1 10.1
TOTAL 28.9 10.1 10.1 10.1 10.1 10.1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY97) impact: $ None

ANALYSIS: (Attach a separate page if necessary)
This legislation gives the Commission on Postsecondary Education (Commission) authority to collect 
certain workers' compensation benefits due an injured worker who has defaulted on an education loan. 
Section AS 14.43.147 appears to apply to workers' compensation payments and grant authority to the 
commission to obtain those payments. This legislation will require additional clerical time for the 
Workers' Comoensation Division as attached:

Prepared by: 
Division:

Paul Grossl, Dire i
Workers' Compensation

Approved by Commissioner: Tom CasWmCommfes 
Agency: Department of Labor_________

Phone: 
Date:

Date:

465-2790
4/30/97

4/30/97

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governors Legislative Office
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Analysis:

The Post Secondary Education Commission estimates approximately 17,000 student loar.  ̂
are currently in default. This legislation will require additional clerical time and costs 
for the Workers’ Compensation Division as follows:

Each request for workers’ compensation benefits payable would need to be researched 
and verified. It is anticipated based on the number of existing student loans currently 
in default the first year would require 6 months of an Administrative Clerk III time. 
Response letters to requests to claimant will need to be prepared advising insurers and 
employees of the potential impact to compensation benefits. Programming and 
procedures would need to be developed to respond to match up request with workers’ 
compensation claim files. Additional mailings and reports may be required.

One month programming time will be required to meet bill requirements.

L ine 100 Personal Services  
50% of 1 Administrative Clerk III 
(1st year, 25% subsequent years)
Salary 12.2
Benefits 5.8

18.0

Line 300 Contractual Serv ices
DP Programming (FY98 one time) 
Postage

5.0
3.2
0.4
0.5
L i
10.5

DP Operations one time overhead 
Printing form letters
Indirect @ 8% salary

Line 400 Commodities
Office Supplies 0.4

Total 28.9

Page 2 of 2



FISCAL NOTE

Revision Date:__________________________________  Department Affected: Labor______________
Title: Education Loan Repayment_________  BRU: Labor Standards & Safety_________
_____________ Eligibility; Occ Licensing___________  Component: Mechanical Inspection
Sponsor: Senate HES_______________________   ____
Requestor: Senate HES_______________________  COMPONENT SERIAL NO. 346

STATE OF ALASKA BILL NO. SB 189_____________

1997 LEGISLATIVE SESSION

EXPENDITURES/REVENUES: ___________  (Thousands of Dollars)
OPERATING FY 98 FY 99 FYOO FY 01 FY 02 FY 03

PERSONAL SERVICES 9.0 9.0 9.0 9.0 9.0 9.0
TRAVEL
CONTRACTUAL 5.8 2.5 2.5 2.5 2.5 2.5
SUPPLIES 0.4 0.4 0.4 0.4 0.4 0.4
EQUIPMENT
LAND & STRUCTURED
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 15.2 11.9 11.9 11.9 11.9 11.9

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE *

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
1007 Inter-Aqency Receipt 15.2 11.9 11.9 11.9 11.9 11.9
TOTAL 15.2 11.9 11.9 11.9 11.9 11.9

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY97) impact: S None

ANALYSIS: (Attach a separate page if necessary)

(SEE ATTACHED)

Interagency Receipts: RSA with Department of Education, Postsecondary Education Commission

Prepared by: Alan W. Dwyer, Director O f  """ Phone: 465-4855
Division: Labor Standards & Safety Date: 4/30/97

7 — f 37
Approved by Commissioner Tom Cashen, Commissioner_________
Agency: Department of Labor  Date:  4/30/97

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

This legislation will require additional administrative and clerical time and costs for the 
Mechanical Inspection component as follows:

1) When individuals apply in person for new or renewal certificates of fitness at any 
of five offices (Anchorage, Juneau, Fairbanks, Sitka, and Kenai), the estimated 
increase in processing time will be 30 minutes per individual who is in non- 
compliance with an Alaska student loan. This does not include testing, proctoring, 
scoring or discussion of tests.

2) Renewal letters are mailed out monthly. New programming, different procedures, 
forms, and additional mailing and reporting costs will be incurred to provide the 
"temporary" renewal letters and to answer phone calls regarding the change.

3) Additional time will be required to process the releases and the permanent 
certifica'es, as individuals submit those to our office.

4) Two weeks programming time will be needed to respond to the bill's requirements.

Line 100 - Personal Services
25% of 1 PFT Admin Clerk II (PCN 07-4543) 

Salary 
Benefits 
Subtotal

6.1
2.9
9.0

Line 300 - Contractual Services
Professional Services - DP Programming (FY98 one-time) 
Postage @ $2.52 x 2 x 5,650 x 5%
Printing - forms, notices, letterhead 
DP Operations Overhead (FY98 one-time)
Phone Base & Long Distance 
Indirect @ 8% of salaries 
Subtotal

3.1
1.4
0.1
0.2
0.3
0.7
5.8

Line 400 - Commodities
Office Supplies 0.4

TOTAL 15.2



STATE OF ALASKA
1997 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 189

Revision Date:_____________________________________________ Department: Commerce and Economic Development
Title: An Act relating to eligibility for and default, collection, BRU Occupational Licensing
and repayment of student loans;.... Component: Operations
Sponsor. Senate HESS
Requestor Senate HESS COMPONENT SERIAL NO. 1844

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

| CAPITAL EXPENDITURES |

CHANGE IN REVENUES 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 General Fund
1005 GF/Program Receipts
1006 GF/MHTIA
Other 1091 Designated PR
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY 97) coat: $ 0.0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
SB 189 repeals AS 08.02.025 and reenacts new requirements under AS 14.43.148 concerning nonrenewal of a 
license fo r an individual in default w ith the student loan program. The renewal requirements are similar to those 
currently in place under AS 08.02.025 w ith  the exception o f adding a new provision for a 150 day temporary 
license. New funds are not required to implement the license renewal requirements in this bill.

Prepared by: Jennifer Strickler, Administrative M anage r^ Z^  Phone: 465-2144
Division: Occupational Licensing Date:_____ 4/28/97

Approved by Commissioner. William L  Hensley />■-  Date: V  -T -7 -? -7
Agency: Commerce and E^nomic DeveloVnrient

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

Revision Date:   Department Affected: Administration__________________
Title: An Act relating to eligibility for and default, collection, and BRU: Centralized Administrative Services_______________
repayment of student loans. . . .__________________________ Component: Finance___________________________________
Sponsor: (St HES__________________________________________________________________________________________
Requestor: IS) HES____________________________________ COMPONENT SERIAL NO. .59_________________________

STATE OF ALASKA BILL NO. SB 189
1997 LEGISLATIVE SESSION

EXPENDITURES/REVENUES:___________________________(Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY 01 FY 02 FY 03

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES f > I I I I

FUND SOURCE: (Thousands of Dol ars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
OTHER
TOTAL 0.0 0.0 00 0.0 0.0 0.0

Estimate of any current year (FY 97) cost: $ 0.0

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.) This bill would require the Department o f  Administration, upon 
notification by the Alaska Commission on Post-secondary Education, to withhold money from a person to whom 
the State legally owes money. We understand similar legislation has been passed in other states and at the federal 
level to address the issue o f collecting defaulted student loans. This document is intended to respond only to those 
provisions o f the bill relating to the Department o f Administration.

From a Division o f  Finance perspective, this means withholding o f employee pay or vendor payments to satisfy the 
requirements o f a withholding order, and turning the withholdings o \e r to the Commission.

Prepared by: Don Wanie 
Division: Finance

Approved by Commissioner: Mark Boyer ^  M j Z l

Phone. 465-3435 
Date: ___________

Agency Department of Administration

3IE S l 0  GOVERNOR’S LEGIS

a
PREPARER TO PROVIDE ALL DISTRIBUTION COPIE:

For further distribution information, call the Governor's Legislative Office
Rev: 11/96
@/lEG97/@ sb189 fn nn
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FISCAL NOTE

Revision Date:_______________
Title:

STATE OF ALASKA
1997 LEGISLATIVE SESSION

Education Loan Repayment 
Eligibility; Occ Licensing

Sponsor:
Requestor:

Senate HES
Senate HES

BILL NO. SB 189

Department Affected: Labor
BRU: Employment Security
Component: _______

Employment/Unemployment Services 
COMPONENT SERIAL NO. 1807

OPERATING FY 98 FY 99 FY00 FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

CHANGE IN REVENUE 
FUND SOURCE #

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA 
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY97) impact: S None

ANALYSIS: (Attach a separate page if necessary)

(SEE ATTACHED)

Prepared by: Rebecca Nance, D i r e c t o r * ^ Phone: 465-2711
Division: Employment SecurltyDlvlsjon

Approved by Commissioner: Tom 
Agency: Department of Labor

n Cashen, CommTgSToner

Date:

Date:

4/30/97

4/30/97

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governors Legislative Office
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ATTACHMENT 
FISCAL NOTE Page 2 of 2

This bill would give the Alaska Commission on Postsecondary Education additional 
tools to collect delinquent student loans. It has three main components: a grant of 
authority to attach wages and benefits by notice served on employers, political 
subdivisions, and state departments: a provision for denying state licenses to 
defaulting debtors: and a set of special provisions for permanent fund dividend 
attachment.

Attachment of wages and benefits. This provision will not significantly impact the 
Employment Security Division, because unemployment insurance benefits are exempt 
from attachment under AS 23.20.405 and AS 09.38.015. The bill would exempt any 
income which is exempted under AS 09.38.

Denial of State licenses. This provision will not directly affect ESD programs. 

Permanent fund dividend attachment. No ESO impact.

Fiscal impact. No ESD fiscal impact.





HOUSE COMMITTEE REPORT
Date R eferred  to  Com m ittee: F ebruary  25, 1998 FU RTH ER REFERRA LS:
(7)

Date of C om m ittee Action:

The H EA LTH , ED U CA TIO N  AND SO CIA L SERV ICES Com m ittee considered: CSSB I97(RLS) am

CS FO R  SEN A TE B IL L  NO. 197(RLS) am REGULATING H EA LTH  M AINTENANCE ORGS.

“An Act re la ting  to health  care services provided by, and practices of, a health m aintenance organization; providing 
that an cnrollee in a health  m aintenance organization has the righ t to select a treating ch irop racto r; specifying certain 
ch irop rac tic  health  care  reports, exam inations, and  limits on treatm ent; and p rohib iting  health  m aintenance 
organizations from  lim iting free speech of health  care  providers.”

recommends it be replaced / A  [^T the same titlewith the following committee substitute W g - S  123 i K o ;  [ j a new title
[ ] additional referral to_____________________  Committeef | attached amendment(s)
AD O PTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Dep0 APPROVES PREVIOUS:
| J fiscal n o t e ( s ) ___________________________ [ ] fiscal note(s) _______________________________

[ J zero fiscal note(s) _________________  [X] zero fiscal note(s) p /
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HOUSE CS FOR CS FOR SEN ATE B IL L  NO. 197(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTIETH LEGISLATURE - SECOND SESSION

BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS DONLEY, Taylor, Ellis, Duncan

A B IL L  
FOR AN ACT EN TITLED  

"An Act relating to health care services provided by, and practices of, a health 
maintenance organization; providing that an enrollee in a health maintenance 
organization has the right to select a treating chiropractor; specifying certain 
chiropractic health care reports, examinations, and limits on treatment; and 
prohibiting health maintenance organizations from limiting free speech of health 
care providers."
BE IT  ENACTED BY TH E LEG ISLA TU R E OF TH E STA TE OF A LASK A:

* Section 1. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.56, 

a person may not practice or permit unfair discrimination against a person who 

provides a service covered under a group health insurance policy that extends coverage 

on an expense incurred basis, or under a group service or indemnity type contract 

issued by a health maintenance organization or a nonprofit corporation, if  the

-1- HCS CSSB 197(HES)
New Text Underlined [DELETED TEXT BRACKETED]



9
10

11
12
13
14
15
16
17
18
19
20
21
22

23
24
25
26
27
28
29
30
31
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service is within the scope of the provider's occupational license. In this subsection, 

"provider" means a state licensed physician, dentist, osteopath, optometrist, 

chiropractor, nurse midwife, advanced nurse practitioner, naturopath, physical therapist, 

occupational therapist, psychologist, psychological associate, or licensed clinical social 

worker, or certified direct-entry midwife.

* Sec. 2. AS 21.86.060(a) is am ended to read:

(a) A health maintenance organization may provide provider [PHYSICIAN] 

services directly, through provider [PHYSICIAN] em ployees, or may provide the 

services under arrangements with individual providers [PHYSICIANS] or one or more 

groups o f providers [PHYSICIANS].

* Sec. 3. AS 21.86.070(c) is amended to read:

(c) An evidence of coverage

(1) may not contain a provision or statem ent that is unjust, unfair, 

inequitable, misleading, deceptive, or encourages misrepresentation, or that is untrue, 

misleading, or prohibited under AS 21.86.150; and

(2) must contain a clear and concise statem ent [,] if a contract, or a 

reasonably com plete summary [,] if a certificate, of

(A) the health care services and the insurance or other benefits,
I

if any, to which the enrollee is entitled;

(3 )  lim itations on the services, kind o f services, benefits, or 

kind of benefits, to be provided, including a deductible or copaym ent feature:

(C) where, and in what manner, information is available as to 

how services may be obtained;

(D) the total amount of payment for health care services and the 

indemnity or service benefits, if any, that the enrollee is obligated to pay with 

respect to individual contracts; [AND]

(E) the health maintenance organization’s method for resolving 

enrollee com plaints; and
(F) guidelines explaining when treatment mav be denied.

* Sec. 4. AS 21.86 is am ended by adding new sections to read:

Sec. 21.86.075. Chiropractic health care services, (a) An enrollee may use

rICS CSSB 197(HES) -2-
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the services o f a licensed chiropractor of the enrollee’s choosing and may not be j 

required to obtain the prior approval of the enrollee’s health maintenance organization, i 

a gatekeeper, or primary care physician. Within 10 days after an enrollee’s first visit, 

a chiropractor shall transm it a report containing the enrollee’s prim ary com plaint, 

related history, exam ination findings, initial diagnosis, and treatment plan to the 

enro llee’s health m aintenance organization. If the enrollee and the enro llee’s 

chiropractor determ ine that the condition of the enrollee has not improved within 30 

days after the initial treatment, the chiropractor shall refer the enrollee back to the 

enrollee’s health maintenance organization for examination and possible concurrent 

care.

(b) If the enro llee’s chiropractor recommends chiropractic treatm ent beyond , 

30 days, the chiropractor shall conduct a second examination and transmit the findings 1
I

to the enrollee’s health maintenance organization. The transmitted inform ation must 

include the enrollee 's current status regarding the primary com plaint, the progress of 

a revised treatm ent plan, and the objectives for continued care.

(c) After receiving a 30-day treatment report from a chiropractor under (b) of 

this section, the enro llee’s health maintenance organization may request a review by 

another chiropractor. The reviewing chiropractor shall conduct a physical examination 

o f the enrollee. The findings of the reviewing chiropractor must be disclosed to the 

enrollee and the enro llee 's chiropractor. Charges for additional chirooractic care 

recom mended by the reviewing chiropractor must be included as covered health care 

services provided by the health maintenance organization.

(d) If the enrollee’s treating chiropractor and the reviewing chiropractor 

determ ine that the enrollee’s condition has stabilized, ongoing preventative or j 

m aintenance care is limited to two chiropractic visits a month. If the treating I 

chiropractor and the reviewing chiropractor disagree on the enrollee 's continued 

treatment, the enrollee and the health maintenance organization shall jo in tly  select a 

third chiropractor to review the enrollee's chiropractic treatment. Selection o f a third ;
i

chiropractor must occur not more than 60 days after the date o f the enro llee’s initial 

treatment by the enrollee’s treating chiropractor. Until the third chiropractor’s opinion 

is received in w riting by the enrollee and the health maintenance organization, the

0-LS0905VL I

-3- HCS CSSB 197(HES)
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31

1 enrollee may receive chiropractic treatment recommended by the treating chiropractor.

2 The opinion of the third chiropractor as to continued chiropractic treatment is binding

3 on the enrollee and the health maintenance organization. This subsection does not

4 apply if a new docum ented injury or a substantial exacerbation of the enrollee’s 

previous primary com plaint occurs.

Sec. 21.86.078. C hoice  o f h e a lth  c a re  p ro v id e r , (a) A health maintenance 

organization shall offer to every enrollee a point-of-service plan option that would

()-LS0905\L

8 allow a covered person to receive covered services from an out-of-network health care

9 provider without obtaining a referral or prior authorization from the health maintenance

10 i organization. The point-of-service plan option may require that an enrollee pay a

11 higher deductible or copavm ent and higher premium for the plan.

12 (b) A health maintenance organization shall provide each enrollee with an ;

13 opportunity at the time o f enrollment and during the annual open enrollment period to

14 enroll in the point-of-service plan option. The health maintenance organization shall

15 provide written notice o f the point-of-service plan option to each enrollee and shall

16 ! include in that notice a detailed explanation of the financial costs to be incurred by an

17 enrollee who selects that option.

18 1 * Sec. 5. AS 21 .86 .150  is amended by adding new subsections to read:|j
19 (i) A health maintenance organization, including a health maintenance

20 i organization operating a managed care plan, or a representative o f a health j

21 m aintenance organization may not cause, request, or knowingly permit

22 (1) the imposition of limits regarding

23 || (A) criticism by a health care provider of health care services
I

24 provided by the health maintenance organization: or

25 I (B) written or oral communications between a health care

26 provider and an enrollee regarding health care services;

27 (2) the em ploym ent of a health care provider to be term inated unless

28 the provider receives written notice o f the cause for the termination before being

29 terminated;

30 (3) denial of health care coverage for an enrollee unless the enrollee

has been exam ined by at least two physicians; or

HCS CSSB 197(HES) -4-
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(4) financial incentives to be given or offered to a provider for denying 

or delaying health care services.

(j) A utilization review decision to deny, reduce, or terminate a health care 

benefit or to deny paym ent for a health care service because that service is not 

m edically necessary may only be made by a health care provider trained in that 

specialty or subspecialty and licensed to practice in this state after consultation with 

the covered person's health care provider.

0-LS0905\L
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AMENDMENT

OFFERED IN THE HOUSE BY Representative Con Bunde
CSSB 197(RLS)

H  I  K
PAGE^s after line 6 - c x d o l  c l  - O M J t  ^  ¥

INSERT: A utilization review decision to deny, reduce, or terminate a health 
care benefit to deny payment for a health care service because that 
sen/ice is not medically necessary may only be made by a health 
care provider trained in that speciality or subspeciality and 
licensed to practice in the state after consultation with the covered 
person’s health care provider.



Senator  D ave D o n ley
ALASKA STATE LEGISLATURE

MEMORANDUM
To: Representative Con Bunde

Chair, House Health, Education & Social Services Committee

From: Senator Dave Donley Tj)^

Date: March 24, 1998

Re: Restore Unfair Discrimination language to CSSB 197(RLS)am

After a confusing Senate Floor debate on amendments to SB 197 ,1 made an am endm ent to remove 
the unfair discrim ination language contained in section 1 of the CSSB197(RLS) version. My 
am endm ent was successful and CSSB 197(RLS) am passed the Senate by 17-1 without the unfair 
discrim ination language. I would appreciate your consideration of the attached amendment in the House H ESS Committee which would restore the intent of that unfair discrimination language in what I believe is a non-controversial way.
The Alaska Psychological Association contacted me initially asking that unfair discrimination 
language be added to CSSB 197(RLS) am. The attached amendment requires HM Os that cover 
specific types of care, such as ‘mental health’ cover claims by all providers licensed in that field, 
such as psychologists and psychiatrists.

CSSB 197(RLS) am currently:
• bans HM Os from having gag orders which prohibit physicians from discussing alternative 
treatment options, financial incentives or second opinions with patients,
• requires HMOs clearly identify treatments that may be denied a patient,
• allows an enrollee the option of a point of service plan through their HMO,
• allows patients direct access to chiropractic care with a licensed chiropractor of their choice,
• allows HM Os to provide medical services through health care providers.

If you would like more information, please contact myself or Karen Brand of my staff at 3892.

1515/kb

January-May: STA'’E CAPITOL • JUNEAU. AK • 99801-1182 • (907)465-3892 • FAX: (907) 465-6595 
June-Dcccmber: 716 W. 4T1-1 AYE.« STE. 430 • ANCHORAGE. AK » 995Q1 ♦ (907) 258-8181 » FAX: (907) 258-1648

MEMBER: Senate Finance Committee • Legislative Budget & Audit Committee
• Senate Community & Regional Affairs Committee

I I’nuliKctl m HhumtI
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A M E N D M E N T

O FFE R ED  IN T H E  H O U SE

TO: CSSB 197(RLS) am

1 Page 1, follow ing line 7:

2 Insert a new bill section to read:

3 "* Section  1. AS 21.36.090(d) is am ended to read:

4  (d) E xcept to the extent necessary to com ply w ith AS 21.42.365 and

5 AS 21.56, a person m ay not practice or perm it unfair discrim ination against a  person

6 who provides a service covered under a group health insurance policy  that extends

7 coverage on an expense incurred basis, or under a  group service or indem nity type

8 contract issued by a health maintenance organization or a nonprofit corporation, if

9 the service is w ithin the scope o f  the provider’s occupational license. In this

10 subsection, "provider" means a state licensed physician, dentist, osteopath, optometrist,

11 chiropractor, nurse m idwife, advanced nurse practitioner, naturopath, physical

12 therapist, occupational therapist, psychologist, psychological associate, o r licensed

13 clinical social w orker, or certified direct-entry midwife."

14 Page I, line 8:

15 D elete "Section  1."

16 Insert "Sec. 2."

17 R enum ber the follow ing bill sections accordingly.

-1-



Sen a to r  D ave D o n l e y
A L A S K A  S T A T E  L E G IS L A T U R E

SPONSOR STATEMENT - CSSB 197(RLS) am
Prohibiting  H M O s from having gag orders on physicians, requiring  HM O s identify  m edical 

trea tm ents tha t m ay be denied, requiring HM Os offer a po int of service p lan  option, allow ing  HM Os 
to p rov ide  m edical services through health care providers and  clarifying access to chiropractic care

Tension between quality medical care and cost containment has been growing in the health 
care industry. Serious problems have developed in the use of Health Maintenance 
Organizations (HMOs). Public concern has grown about HMO gag clauses that prohibit 
physicians from discussing alternative treatment options, financial incentives or second 
opinions with patients. Some HMOs have not clearly identified medical services that may 
be denied coverage and guidelines on access to chiropractic care are oftentimes unclear or 
non-existent. Senate Bill 197 was introduced in response to these concerns and bans gag 
clauses between physicians and patients, requires HMOs identify treatments that may be 
denied and clarifies guidelines on access to chiropractic care. SB 197 was amended to 
require HMOs offer a point of service plan option to enrollees and to allow HMOs to 
provide medical services through health care providers.

SB 197 bans HMOs from having gag orders which prohibit physicians from discussing 
alternative treatment options, financial incentives or second opinions with patients. The 
practice by HMOs of hindering open patient-physician communications was exposed in a 
December 1995 editorial in the New England fournal of Medicine, and later in a January, 
1996 Time magazine cover story. President Clinton has urged Congress, doctors, nurses, 
health care professionals, and consumers to craft legislation banning gag orders for 
Americans in HMOs. State legislatures responded and by January, 1998 all but 12 states had 
enacted legislation or passed rules banning gag clauses. Ten of the remaining states, 
including Alaska with SB 197, have introduced legislation banning gag orders.

To prevent confusion about treatments that are not covered, SB 197 requires HMOs clearly 
identify treatments that may be denied a patient. This prevents the HMO from denying 
coverage to a patient after treatment has been performed but cost is not covered. In an 
April, 1997 issue of California Medicine, the California Physician's Alliance identified this 
problem as a primary abuse by HMOs.
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Sponsor Statement 
Page Two 
CSSB 197(RLS) am

SB 197 allows patients direct access to chiropractic care with a licensed chiropractor of their 
choice and does not require prior consent of a gatekeeper. HMOs attempt to control costs 
by requiring all patients initially see a gatekeeper, either a Medical Doctor or Registered 
Nurse, who refers the patient to an appropriate health care provider. Many times a 
gatekeeper will not recommend chiropractic care, even if the HMO covers chiropractic 
services.

To allow patients more freedom of choice of their health care provider, SB 197 requires 
HMOs offer a point of service plan (POSP) option to enrollees. A POSP allows an enrollee to 
obtain medical services from health care providers of their choice without prior approval of 
the HMO but may cost an enrollee of the plan a higher deductible. The bill also allows 
HMOs more freedom to provide medical services through health care providers.

The concept behind SB 197 is widely supported by the American public, the Federal 
government, chiropractors and many medical doctors. Although there are no HMOs 
currently operating in Alaska, SB 197 bans HMOs from having gag orders on physicians, 
requires HMOs identify treatments that may be denied and clarifies access to chiropractic 
care.

If you have further questions, please contact Karen Brand of my staff at (907) 465-3892.

DD/kb 2/26/98



P.O. Box 111507 * Anchorage, Alaska 59511-1507

January 12,1998

Senator Dave Donley 
Staie Capitol 
Juneau, AK 99801

Dear Senator Donley:

On behalf of Alaska's chiropractic community, I want to thank you for introducing 
Senate Bill 197.

As you know, SB 197 makes three important changes to current law:

• Garifies guidelines on access to chiropractic care by allowing patients direct 
access to a chiropractor of their choice and does not require prior consent of a 
medical doctor or registered nurse;

• Prohibits HMOs from having “gag” orders which prohibit physicians from 
discussing alternative treatment options; and

• Requires HMOs to clearly identify treatments that may be denied a paiiem 
which will minimize confusion about treatments that are not covered.

As evidenced by thousands of patient signatures on petitions in support of SB 197 and 
letters submitted under separate cover by Alaska’s chiropractic community, this 
legislation is widely supported throughout Alaska.

On behalf of Alaskans throughout the state who value the benefits of chiropractic and 
Alaska’s chiropractic community, thank you for your leadership and support on this 
issue.

Sincerely,

Dr. R. H. Banks 
President
Alaska Chiropractic Society

Support



Alaska Nurse 
Practitioner Association

A laska N urse  Practitioner A ssocia tion  
237 E a s t Third A venue 
Anchorage . AK 99501

Lynn Hartz. L eg isla tive R ep resenta tive 
lha rtz@ rricrone t.net
(hm >907.248-4877 
fax 907-561-1257

(wk)907-S62-2965 
(wk)90" 343-4623. p re ss  0

February 12,1998

The Honorable Dave Donley 
State Capitol, Room 508 
Juneau, AK 99801 -1182 
Fax 907-465-6595

Dear Senator Donley:

Thank-you for your timely response to our letter re: including Advanced Nurse Practitioners in section 2 of 
Senate Bill 197 We have reviewed your amendment (ref. 0-LS0905\B7) to SB197 and feel that it 
addresses our concerns

Your bill has important consumer protections in sections 1 and 3 such as banning HMO gag orders and 
requiring HMOs to identify treatments that may be denied. Based on what we are hearing from around 
the country, these protections are needea. Hopefully those sections can be added to the House version 
(HB 219) in the future.

We appreciate your efforts on behaff of the health care consumers of Alaska, both in the consumer 
protection aspects of SB 197 and assuring consumers continued access to their health care provider of 
choice.

Sincerely,
Lynn Hartz, MSN, ANP 
ANPA Legislative Representative

mailto:lhartz@rricronet.net


S A N D R A  T. JACQUES , D. C.
4316 K IN G S T O N  DR IVE  

A N C H O R A G E .  AK . 99504 
T e l e p h o n e  i907> 337-6770 

FAX (907) 337-9604
Senator Gary Wilken 
State Capitol, Room 510 
Juneau, AK 99801

7 November, 1997

Dear Senator Wilken,

I would like to address House Bill 219 and Senate Bill 197 
currently passing through the Legislature. I understand that these 
bills are designed to allow patients enrolled in HMOs to self-refer 
for chiropractic services if their HMOs do not offer this type of 
referral service.

I fully support both bills. I feel that it is of utmost importance 
for patients to be able to select the type of treatment they 
desire. HMOs should consider patient choice when referring them to 
health care providers. Additionally, HMOs should be required to 
utilize funds paid by patients in the form of health care premiums 
to pay for the treatment of the patients' choice first.

Please consider both of these bills favorably when they come to 
vote.

Thank You,

Sandra Talt, D.C



Northern Cniropractic
Gregory M. G ilbert, D.C.
11723 O ld  G lenn  H ighw ay . S u ite  101 
(Parkgate B u ild in g )
Eagle River. A laska 99577

T elephone: (907) 696-1878

November 10, 1997

Senator Gary W ilken, Chair 
State Capitol, Room 510 
Juneau, AK 99801

RE: SB 197

Dear Senator Wilken:

Senator Dave Donley is sponsoring SB 197, a  bill prohibiting HM O's from placing "gag 
orders" on physicians, requiring HMO's to identify medical treatments that m ay be 
denied, and clarifying access to chiropractic care.

T urge you to support this bill. Currently, there are no HMO's in the State o f A laska, but it 
is only a m atter o f  time. Being proactive in dealing with HMO's would benefit Alaskans.

This bill will also allow patient's direct access to chiropractic care by a licensed 
chiropractor o f  their choice without prior consent from  a gate keeper. M ost gate keepers, 
as they often do not understand chiropractic care, do not refer the patient for chiropractic 
care when it may indeed be warranted. Senate bill 197 would prevent "gag orders" from 
being placed on physicians and would allow  direct access to chiropractic care when 
appropriate.

By M arch o f  1997, all but 14 states had enacted legislation or passed rules banning gag 
clauses. Including Alaska, 12 o f  the remaining states are in the process o f  doing this. 
A laska Senate Bill 197 would ban gag clauses on physicians, would require HMO's to 
identify treatm ent that is denied, and further clarify access to chiropractic care.

Please support this bill.

Sincerely,

_ c _ —

Gregory M. Culbert, D.C. 
kd



Q E C E l V E rNORTHERN LIGHTS CHIROPRACTIC
AMBER ALEXANDER. D.C. N O V  I 7 m

1867 Airport Way, Ste. 140-C 
Fairbanks. Alaska 99701

Telephone: (907) 452-3309

November 14, 1997

Senator Gary Wilken, Chair 
State Capitol 
Room 510
Juneau, AK 99801

Dear Mr. Wilken,

I would like to encourage your support for House Bill 
219 and Senate Bill 197, allowing patients in HMO's to 
self-refer for chiropractic services. This legislation is 
necessary to allow patients freedom of choice in health care 
and to help keep HMO's responsible for preventative health 
care as well as crisis care.

Very truly yours,

Da •
Dr. Amber Alexander

n r

gd/aa
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DEPARTM ENT OF CO M M ERCE AND 

ECO N O M IC DEVELOPM ENT

DIVISION OF OCCUPATIONAL LICENSING

TONY KNOWLES, GOVERNOR

3601 C STREET, SUITE 722 
ANCHORAGE, ALASKA 99503-5986 
PHONE: (907)269-8160 
FAX: (907)269-8156 
TDD: (907)465-5437

September 30, 1997

Senator Dave Donley
716 West Fourth Avenue Suite 430
Anchorage AK 99501

Senator Donley, the Alaska State Medical Board reviewed your letter and SB 197 at its 
board meeting on September 25, 1997.

The board asked me to advise you that they are in favor of and support the changes 
provided in SB 197, Sections 1 and 3 of the statute. The board did not feel it could 
render an opinion on Section 2 and suggested that perhaps you may wish to refer this 
section to the Board of Chiropractic for their review.

The board asked me to also convey to you their appreciation for soliciting their opinion 
of this important legislation and to wish you success in your endeavors.

Executive Administrator 
Alaska State Medical Board

08-H13LH • j / i  primed on recycled paper D y C.D.
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Ketchikan Chiropractic Center 
R. Clark Davis, D.C.

320 Bawden, Suite 306 
Ketchikan, Alaska 99901
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NOV 1 4 1997

November 12, 1997

Senator Gary Wilken, Chau- 
State Capitol, Room 510 
Juneau, AK 99801 
FAX: 465-4714

Dear Senator Gary Wilken,

I am writing to encourage your support o f  Senate Bill 197. This bill will 
allow patients to self refer themselves for chiropractic care if  an HMO health 
maintenance organization gatekeeper (medical doctor) refuses to refer the 
patient for chiropractic care. Many conditions, for example back pain, are 
helped by chiropractic care when medical care has failed. Medical school 
curriculum does not regularly teach chiropractic methods, chiropractic 
research, or chiropractic referral. Some people also prefer chiropractic care 
over medical or surgical treatment The Alaskan public deserves proper 
access to chiropractic care. Thank you for your time on this important matter.

Please let me know your thoughts on this issue so I can inform my patients. 
Thanks again.

Sincerely,

R. Clark Davis, D.C.



FISCAL NOTENo
S T A T E  O F  A L A S K A
1998 L E G IS L A T IV E  S E S S IO N

Bill Version: S f i  l 9 i

Revision Dale (Note if correction) _______________

Title Regulating Health Maintenance Orgs.

(S) Publish Date: / O /  - y j f
Dept. Alfected Commerce & Economic Development

Insurance___________________________

Component Insurance___________________________

Sponsor

Requester

Senator Donley

Senate h f .SS Component Serial No. 354

Expenditures/Revenues (T h o u sa n d s  of Dollars)

O P E R A TIN G  EXP E N D ITU R E S FY 99 FYOO FY 01 FY 02 FY 03 FY 04

Personal Services 

T ravel 

Contractual 

Supplies 

Equipment 

Land & Structures 

Grants & Claims 

Miscellaneous

T O T A L  O PER A TIN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P ITA L EXPEiN DiTU RES

C H A N G E IN R EVEN U ES (

FUND s o u r c e : (Thousands of Dollars)

1002 Federal Receipts

1003 G F Match

1004 G F

1005 GF/Program  Receipts 

1037 G F/Mental Health 

Other (Specify Type)

TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any current year (F Y9 8 ) cost: 

PO SITIO N S

0.0

Full-time

Part-time

Temporary

A N A LYS IS : (Attach a separate page it necessary)
A ltho ug h  there  has been e n a b lin g  legislation  since 1990, there are no H M O s  in A laska.

~  T  ~S Date

Prepared by 

Division

la 'ianne K. Burke. Director 

Insurance

Approved by C o mmissioner Deborah Sedwick 

Agency _____

465-2515

1/13/98

l
Commerce and Economic Development

P R E P A R E R  TO P R O V ID E  A LL  D ISTR IB U TIO N  C O P IE S  TO  G O V E R N O R 'S  LE G IS LA TIV E  O FFIC E

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

(Rev 9/97) S8!ntoim xtiTOMB P a g e   O f _



Alaska Nurse Practitioner Association 
237 E ast Thud Avenug 
Anchoraon AK 99501Alaska Nurse 

Practitioner Association
Lynn Hartz. leg is la tiv e  Representative 
lhartz@micronng! net 
907-2*8-1877 
( «  907-561-1257

April 28,1998

The Honorable Con Bunde 

House of Representatives 

Fax 907-465-3871

Testim ony to House Health, Education and Social Services C m mittee re. S 8 197:

The Alaska Nurse Practitioner Association is pleased to support SB  197 Unfortunately we will not be 

able to testify in person and appreciate the opportunity to submit written testimony. SB 197 provides 

important consumer protections including the right to full disclosure regarding treatment options and 

assuring Alaskans continued access to their clinician of choice

There are over 300 Advanced Nurse Practitioners in Alaska Most of us work In an outpatient setting 

and provide direct patient care. Section 4 in SB 197 will guarantee in law what we were taught to be our 

ethical responsibility in dealing with patients That is, that each person seeking care firom us is entitled to a 

full explanation of their diagnosis and the .os and cons of treatments available. A third party, even if it is 

the reimbursing party should not be able to intrude on this responsibility.

W e  consider health consumer protection in legislation crucial to offset what appears to be the 

increasingly unilateral pcxver of insurance companies to dictate health care policy to consumers and 

providers alike As such, we support SB 197 and urge it's passage

Thank-you

Lynn Hartz. ANP

ANPA Legislative Representative

cc Senator Donley





HOUSE COMMITTEE REPORT

Date Referred to Committee: M arch 27, 1997 FURTHER REFERRALS:
(7)

Date of Committee Action:: J i l M j s .

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: SCR 6 am

SENATE CONCURRENT RESOLUTION NO. 6 am ALASKA TELEM ED ICINE PROJECT

Relating to the Alaska Telemedicine Project.

recommends it be replaced , \  f&T the same title
with the following committee substitute |4d S Y~ U L u £5)________  [ ] a new title

[ ] additional referral to____________________ Committee
[ 1 attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dfp0 APPROVES PREVIOUS:

[ J fiscal note(s) _________________________ [ ] fiscal no!e(s) ________________________________

[ J zero fiscal note(s) _________________  [ y \  zero fiscal note(s) 14 3



A laska State Legislature
D uring Interim:
716 West 4th Avenue, Suite 510 
Anchorage, Alaska 99501-2133 
(907) 258-8185 
Fax (907) 258-0226

Senator Drue Pearce
D istrict F

Sponsor Statement for SCR 6

D uring Session: 
State Capitol 

Juneau, AK 99801-1182 
(907) 465-4993 

Fax (907) 465-3872

The Alaska Telemedicine Project is a pioneering program focused on improving the 
availability and delivery of health care in Alaska using telecommunications and other 
information technologies. The project involves a consortium of over 34 organizational 
members, including the University of Alaska, most major telecom providers, Native 
health corporations, and many regional health care facilities.

Now in its fourth year of operations, the Alaska Telemedicine Project continues 
towards its goals of assessing the health care needs of the state, demonstrating 
appropriate telehealth and telemedicine applications for Alaska, and analyzing 
these applications for cost, benefit, satisfaction, and use.

The methods used by the Alaska Telemedicine Project have been recognized as models 
for rural areas, developing nations, and all health providers. The recognition of the 
project as a leader in providing low-cost telemedicine applications has come from 
many entities such as the National Library of Medicine, the U.S. Department of 
Commerce, and the Government of Romania.

In totality, the Alaska Telemedicine Project has accomplished all of its functions with 
independent grants and without dedicated state funding. Recently, the project was 
awarded a $2 million contract from the National Library of Medicine to assist the 
Alaska Native Health Board in providing rural health services. Senate Concurrent 
Resolution 6 would officially recognize these achievements of the Alaska Telemedicine 
Project and commend it on promoting telemedicine and telehealth in the state of 
Alaska.
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H O U S E  CS F O R  SEN A T E C O N C U R R E N T  R E S O L U T IO N  N O . 6( )

IN THE LEGISLATURE OF THE STATE O F ALASKA 

TW ENTIETH LEGISLATURE - FIRST SESSION

BY

O ffered :
R efe rred :

Sponsor(s): SENATO RS P EA R C E , E llis

A R E S O L U T IO N  

R ela tin g  to  the  A laska T elem edicine P ro ject.

B E  IT  R E SO L V E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A LA SK A :

W H E R E A S  the A laska Telem edicine Project, founded by the U niversity o f A laska, 

A nchorage, Providence H ealth Systems in A laska, and A T& T A lascom , is a private/public 

consortium  o f over 34 telecom m unications carriers and health care organizations, including 

Native health corporations, dedicated to using telecommunications and information technology 

to im prove the delivery o f health care to all A laskans; and

W H E R E A S  the Alaska Telemedicine Project is beginning its fourth year of operations;

and

W H E R E A S  the A laska Telem edicine Project has predicated its existence on the idea 

that "our" health care dollars m ust be used wisely, and that advances in telecom m unications 

and inform ation technology offer the prom ise o f health care system  re-engineering that can 

both contain costs o f health care and im prove the quality o f health care for all Alaskans; and 

W H E R E A S  the A laska Telem edicine Project has perform ed planning for narrow 

bandw idth telem edicine and telehealth applications that has been predicated on current and 

planned end  user telecom m unications and inform ation technology system s in Alaska; and

W H E R E A S  the Alaska Telemedicine Project has been dedicated to assessing the needs

-1- HCS SCR 6( )
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o f all health care organizations in the state, dem onstrating appropriate telem edicine and 

telehealth technologies and applications scaled to A laska’s current and planned infrastructure, 

and evaluating these dem onstration projects for cost and benefit, satisfaction, and use; and 

W H E R E A S  the A laska Telem edicine Project has developed an evaluation method, 

sanctioned by the National Library of M edicine, designed to reveal cost and benefits, 

satisfaction, and use o f telem edicine and telehealth applications and technologies scaled to 

A laska’s current and planned telecom munications and inform ation technology infrastructure; 

and

W H E R E A S  the A laska Telem edicine Project has established a  nonprofit A laska 

T eleH ealth  N etw ork for e-mail, digital im agery, and continuing m edical and health care 

inform ation and education throughout the state; and

W H E R E A S  the A laska Telemedicine Project has been recognized by the government 

o f R om ania, the National Library o f M edicine, and the U nited States D epaum ent o f 

Com m erce as a model for telem edicine and telehealth applications and technologies in rural 

A m erica and deve! jp ing nations; and

W H E R E ;5 S the Alaska Telemedicine Project has performed all these accomplishments 

w ithout new , dedicated funding from  the state;

W H E R E A S  the A laska Telem edicine Project will not preclude other entities within 

the state from  applying for funding for technology, but support them  in their efforts to develop 

partnerships to secure funding and expertise in the telem edicine field;

B E  IT  R E SO L V E D  that the Twentieth Alaska State Legislature recognizes the Alaska 

Telem edicine Project, its founding organizations, and com m ends its leadership for advancing 

telem edicine and telehealth in the State o f Alaska.

W ORK D R A F T  WORK D R A F T  0-LS0689\E

ACS SCR 6( ) -2-



STATE OF ALASKA BiU Version:-------S ( l g  ip---------
1997 LEG ISLAT IVE  SESSION (S) Publish Date: 3 - 3 4 - 9 1
Revision Date _____________________________________________________________ D e p t Affected______________________________________

Title Relating to the Alaska Telemedicine Project__________ BRU

FISCAL NOTE no. _±

Component

Sponsor Senator Pearce

R e q u e s t e r _____________________________________________________________Component Serial No.

Expenditures/Revenues
O P E R A TIN G  E X P E N D IT U R E S

Personal Services 

Travel 

Contractual 

Supplies 

Equipment 

Land & Structures 

Grants & Claims 

Miscellaneous

T O T A L  O P E R A T IN G

C A P IT A L E X P E N D IT U R E S

C H A N G E IN R E V E N U E S  [ 1

FU N D  S O U R C E _____________________

1002 Federal Receipts

1003 G F  Match

1004 G F

1005 GF/Program  Receipts 

1037 GF/M ental Health

1091 Designated Program Receipts

T O T A L

Full-time

Part-time

Temporary

A N A L Y S IS : (Attach a separate page if  necessary)
There is no fiscal impact with passage of this resolution.

Prepared by  Gary W ilken ____________________________________________  Phone 465-3709

Division State Senator   Date 3/18/97

Approved b y _______________________________ 18  I 9 7 __________________________________  Date 3/18/97_______________

Agency ____________________________________________________________________________

P R E P A R E R  T O  P R O V ID E  A L L  D IS TR IB U TIO N  C O P IE S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O FF IC E

For further distribution Information, call the Governor's Legislative Office
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JVMN

AJ»>k« Stu*Wi«p.W 
4>fknVi| «***• Jk*M#J«tao JkmM
AJftufc MvO* H«mh Bo«tf 

Antr«r»C»

Aiuki C«n«f r®r
M^Jci

A ia ^ i  >w a i o« **iofvT»4/« C ou n c l
Ancnoo 5 a

C0P0*< Hhrtf 
Eronomrt 9*a*»opmart C<jvVJ 

Okrmltrt

|ra«»r*lapK Ur<9»i f*r Crĉ P«'*/ Wn>o 
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M is s io n :

Improving delivery of health care in Alaska using 
telecommunications and information technologies.

V is io n :

User-friendly access to electronic communication and 
information for every health provider in Alaska.

G o a l s :

• Seek collaboration to make available the highest quality health care 
to every Alaskan

• Empower health providers with the best possible access to 
information

• Assist members in acquiring individual or collective funding for 
improving access to health informatics and implementing • . 
telemedicine demonstrations throughout Alaska

• Test and evaluate various state-of-the-art telecommunications and 
information technologies in typical Alaskan environments

. • Identify the most appropriate telemedicine technologies for Alaska
« Define telemedicine technologies capable of being implemented, 

supported, and sustained in Alaska
• Assess and quantify the cost-benefit impact on organizations who 

use telemedicine technology to deliver health care in Alaska
® Develop through new and existing resources a functional state-wide 

community health information network

A L A S K A  T E L E M E D I C I N E  P R O J E C T
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Alaska Telemedicine Project

Responding to anticipated changes in Federal funding strategies which are seeking 
programs based on broad-based partnerships, the Alaska Telemedicine Project was 
designed to maximize tbe creativity of individual health carc organizations by having the 
Project proper concentrate on a state-wide needs assessment and to provide evaluations of Project activities.

The Alaska Telemedicine Project was organized in 1994 bv the University o f 
Alaska Anchorage, Providence Health Systems in Alaska, and AT&T Alascom.

Tbe purpose of the Project has been, from its beginning, to encourage new 
members to seek collaboration as they planned for expected changes in health carc delivery.

The membership of the Project consists of professionals representing health care 
organizations, telecommunications carriers, and the University of Alaska. Additional non- 
Alaska members consist o f organizations interested in narrow bandwidth telemedicine and 
telehcalth applications and technologies and their viability in rural environments. Each 
member organization was required to request in writing membership in the Project.

The goal of the Project is to encourage member organizations to use 
telecommunications and information technologies, scaled to Alaska's current and planned 
telecommunications infrastructure, to improve the delivery of health care to ail Alaskans.

The Project was designed to assess the capabilities of individual organizations for 
implementing telemedicine and telehcalth applications; to demonstrate the range of 
telemedicine and telchealth applications and technologies scaled to Alaska's current and 
planned telecommunications infrastructure; and to evaluate individual projects using 
accepted standards of social science and economic research.

The Project has been committed to encouraging local ownership, and retaining local 
control, o f individual telemedicine and telchealth applications and technologies while 
participating in a state-wide initiative. For example, since 1994, Project members have 
accomplished the following:

• Evaluated Third Medical Group video teleconferencing project;
• Providence Health Systems in Alaska seven site tclcradiology project has over
3,500 patient encounters in last 18 months;
• Co-sponsored telemedicine symposium for International Congress for
Circumpolar Health;
• Developed AJaska Telemedicine Project website(http://www.telemedicine.alaska.edu);
• Developed and deployed statewide telehcalth information network for health care
professionals with over 1,200 users;
• Presented at four national telemedicine conferences;

i

http://www.telemedicine.alaska.edu
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• Implemented and tested appropriate and sustainable telemedicine and telchealth 
applications and technologies throughout Alaska;

• Demonstrated teledermatology and informatics program in conjunction with the 
Ministry of Health in Romania;

• Signed letter of intentions with Ministry of Health of Romania;

• Deployed relehealth informatics network in Russian Far East;

• Awarded S2.0 M National Library of Medicine contract to evaluate telemedicine 
and telehealth applications and technologies in rural Alaska;

• Acted as project and evaluation consultants for member projects throughout 
Alaska:

• Project members have been awarded over $5.0 M in Federal telemedicine funds;

• Upcoming projects for evaluation include a tcIcdcrzrutfoJogy project to selected 
sites; wireless personal digital assistant home health demonstration project; 
telccardiology project; statewide continuing medical and health carc delivery 
program including TCP/IP and video "on demand."
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Oct. 10. 1995

Dear Colleague:

Thank you for your interest in telemedicine and the Alaska 
Telemedicine Project. Your support, and the participation o f your 
organization, is vital to improving the delivery of health care in 
Alaska. While we are working on letters o f agreement with health 
care organizations around the State, this project has been actively 
and financially supported by Providence Alaska Medical Center, 
the University o f Alaska Anchorage, and AT&T Alascom. The goal 
o f this project is an ongoing study of health care needs and 
telemedicine in Alaska.

The application o f telecommunications and information 
technology to medicine in Alaska has generated enormous interest 
throughout the State. Telemedicine projects in Kodiak. Valdez, 
Homer. Cordova, Unaiaska. Glcnallcn. Nome. Bethel, and other 
activities, are promising to change the way health care is delivered 
in the State. And. as you know, telemedicine projects in Georgia, 
Kansas. Oklahoma. West Virginia, and Texas suggest that 
telemedicine can improve health carc delivery and contain costs o f 
health care in Alaska.

The Alaska Telemedicine Project is committed to a comprehensive 
needs assessment o f telemedicine in the State based on provider 
and patient usage. In addition, we are committed to demonstrating 
the range o f telemedicine applications "across the technology" and 
"across the State," and to a comprehensive evaluation o f these 
projects to describe and predict what telemedicine applications are 
most appropriate to the health care needs of the citizens o f Alaska.

Following the lead o f other working projects, we believe that 
telemedicine may be defined as the application o f 
telecommunications and information technology to medical 
services. It includes traditional 2:2 (two-way video and audio) 
teleconferencing for remote consultation and diagnosis, as well as 
new desktop teleconferencing, image transfer, and "virtual" 
community information systems. Simply, telemedicine presumes 
that the many changes that have occurred in telecommunications 
and computing hardware and software can be applied to medical 
procedures to contain costs and improve health care delivery, 
especially in rural settings. These applications now include remote 
diagnosis using video teleconferencing and digital medical image 
transfer, electronic patients records archival and retrieval, 
interactive information systems designed to train patients in self-



examination and self care, training for public health and emergency medicine 
techniques. According to Dr. Jay Sanders, principle investigntor for the broad
band applications group o f the Georgia Telemedicine Project.

Changes in communication technology and information processing and 
management are occurring at a more rapid pace than even the most optimistic
predictions. Functionality must control structure and the technology should
have a transparent interface between users.

Consistent with this notion that "functionality must control 
structure...and technology," the following is a chronology of activities 
performed by members o f the Alaska Telemedicine Project workgroup:

Sum mary of Activities

The following is a chronological summary of the activities o f The Alaska  
Telem edicine Project work group, This chronology represents specific events
and accomplishments by the Project work group in the last IS months.

1. April 24. 1994: a technology and economic development workshop 
sponsored by the Applied Sciences Laboratory, the College o f Arts and 
Sciences at UAA, and the Alaska Science and Technology Foundation 
raise the issues o f telecommunications and economic and social 
development in Alaska. Interest in telemedicine is expressed by State 
leaders:
2. Sept. 6. 1994: telemedicine workshop at UAA sponsored by the 
Applied Sciences Laboratory and the College o f Arts of Sciences. Guest 
speakers include Mr. John Evans o f Medical Defense Performance 
Review (MDPR) and MITRE/ESC and Dr. Paul Zimnick of U. S. Air Force 
and PROMED;
3. Oct. 6*9. 1994: site visit of MITRE/ESC and Harvard Teaching Hospitals 
sponsored by the Applied Sciences Laboratory and MITRE/ESC:
4. Nov. 5. 1994: a professional Internet forum for support and education 
o f rural health care providers, Rural-Care o f InterPsych (Rural- 
Care@netcom.com), is developed and implemented by members o f the 
Alaska Telemedicine workgroup;
3. Dec. 5-7, 1994; Members of the Alaska Telemedicine workgroup 
address the Alaska Native Health Information Conference. Dr. Beth 
Stamm and Mr. John Hoban develop and implement an Internet forum, 
the Alaska Citizen’s Health Network (AK-Health@neccom.com). Alaska 
Health Network discussions will include guest such as Dr. Ellen Cole, a 
child psychologist (June, 1995) and Dr. Louis Tennin of the West 
Virginia School of Medicine (July, 1995);
6. Dec. 13, 1994: preliminary telemedicine meeting between invitees, at
UAA and ESC/MITRE in Boston; discussion among invitees regarding the 
possibility and plausibility o f the Alaska Telemedicine Project;

mailto:Care@netcom.com
mailto:AK-Health@neccom.com


7. Dec. 19. 1994: pre-proposal grunt for the Alaska Telemedicine Project 
submitted by the Applied Sciences Laboratory at the University o f 
Alaska Anchorage to Alaska Science and Technology Foundation;
8. Jan. 6. 1995: follow-up communication with interested participants to 
discuss ASTF grant proposal: planning for Jan. 27. 1995 teleconference:
9. Jan. 16. 1995: Alaska Science and Technology Foundation approves 
the pre-proposal for the Alaska Telemedicine Project:
10. Jan. 27. 1995: multi-site teleconference telemedicine meeting
between Alaskan sites, the Russian Far East, and ESC/MITRE to discuss 
the nature of telemedicine and projects in Boston. Texas. Georgia, and 
Kansas. On-line participants include Dr. Jay Sanders (Georgia 
Telemedicine Project), Dr, Ace Allen (Kansas Telemedicine Project), and 
Dr. Jane Preston (Texas Telemedicine Project):

11. Feb. 10, 1995: telemedicine teleconference between Alaska sites and
the Medical College o f Georgia: demonstration project research and
planning continue:
12. Feb. 13. 1995: a letter o f agreement is signed between the Applied 
Sciences Laboratory o f UAA and Elmendorf AFB to assess the Air Force's 
telemedical applications in Alaska. This 18 mouth project will provide a 
prototype for assessment, demonstration, and evaluation of 
telemedicine practices in Alaska:
13. Feb. 27-8. 1995: members o f the ATP workgroup attend telemedicine 
workshops sponsored by American Telemedicine Association in Dallas;
14. March 7, 1995: Members o f the ATP workgroup meet with Yukon-
Kuskokwin Health Corporation in Bethel to establish a working 
agreement for telemedicine applications;
15. April 3, 1995: a letter o f agreement is signed between the Applied 
Sciences Laboratory of UAA and the Alaska Department o f Emergency 
Services to conduct a Health Aid Communications Review. This project, 
conducted by Dr. Beth Stamm o f the Psychology Department at UAA, is 
contacting each Health Aid Clinic to determine 
telecommunications capacity in rural Alaska:
16. March 15-8, 1995: Members o f the ATP workgroup meet with 
physicians and health carc providers in Magadan and Kharaborsk, the 
Russian Far East to establish a working agreement for telemedicine 
applications;
17. March 17, 1995: Members o f the ATP workgroup meet with Norton
Sound Health Corporation in Nome to establish a working agreement for 
telemedicine applications; !

18. April 17-19, 1995: members o f the ATP workgroup attend 
telemedicine workshops sponsored by American Telemedicine 
Association at the Mayo Clinic in Rochester, Minnesota;



19. April 24. 1995: members of the Alaska Telemedicine workgroup hold
teleconference with Dr. Rhctt Drugge. o f the Internet Dermatology 
Society to discuss applications of the Global Dermatology Grand rounds 
Project in Alaska;
20. May 5. 1995: remote diagnosis and medical education demonstration
sponsored by ATP from Anchorage to Bethel, Fairbanks. Juneau, and
Khabarosk. the Russian Far East;
21. June 15-17, 1995: members of the Alaska Telemedicine Project attend 
"Telemedicine 2000 Conference" at Lake Tahoe as respondents to a panel 
discussion by the Medical Defense Performance Review regarding 
promising initiatives attempting to improve the delivery o f health care 
to civilian, military, and native constituencies;
22. June 16, 1995: members of the Alaska Telemedicine Project present
"Health Resources on the Internet" at Providence Hospital in 
conjunction with the Nutional Network of Libraries o f Medicine Pacific 
Northwest Region:
23. July 4 - 6, 1995: Members of the Alaska Telemedicine Project meet 
with Gen. James Hasting and representatives from Triplcr Medica’
Center to discuss the Akamai Project and points o f cooperation 
regarding telemedicine initiatives in the Pacific rim: Lori Eussen
travels to Nome to discuss AT&T "Picasso" picturephone demonstration
project with Tripler; (
24. July 13 - 14, 1995; Members o f the Alaska Telemedicine Project meet
with representatives from the Nationrl Institute o f Drugs and Alcohol 
and various State of Alaska groups to form the Alaska State 
Epidemolcgical Work group;
25. July 25, 1994: Members o f the Alaska Telemedicine Project meet
with Mr. Dan Johnson, Director of the Alaska Rural Health Board, to discuss 
joint efforts to sponsor and schedule two telemedicine educational forums 
for the State Division o f Health and Social Services;
26. Aug, 1, 1995: Ms. Kathe Boucha-Roberts continues participation in
Steering Committee work for "Alaska 2001:" members o f the Alaska 
Telemedicine Project continue committee particpation on economic 
development and universal service committees;
27. Aug. 2, 1995: Members of the Alaska Telemedicine Project meet with
Mr. Marty Robinson, General Manager o f Prime Cable o f Alaska, to discuss 
the uses o f broadband connectivity for urban telemedicine applications;
28. Aug. 11. 1995: Members o f the Project meet with Mr. Don Johnstone, 
Director of the East Aleutians Borough Health Corporation, to discuss 
cooperation regarding telemedicine activities. Work begins on cooperation
for system buildout and on a grant submitted by Johnstone;



29. Aug. 16. 1995: Members o f the Project meet with Dr. John Ingram,
Medical Director, Providence Alaska Medical Center Emergency 
Department, to test the applicability o f FirstClass c-mail for emcigcncy 
operations;
30. Aug. 17. 1995: Members o f the Project meet with Dan Moller,
Administrator, and medical staff o f Valdez Community Hospital to discuss
Valdez as a demonstration site for project activities;
31. Aug. 23. 1995: Members of the Project meet with Prof. Don May, 
A.aska Pacific University, to discuss the Project and the economics o f 
telecommunications:
32. Aug. 30. 1995: Members o f the Project met/, with Dan Johnson,
Center for Rural Health, and Ms. Debra Erickson, DHSS. to plan Oct. 26
education workshop on telemedicine for DHSS: Members meet with Ms.
Barbara Sokolov, Dir., University Consortium Library, to plan for
medical library access privileges for demonstration projects;
33. Aug. 31, 1995: Members o f the Project meet with Mr. Sean O'Shea,
Dir. o f Marketing. AT&T/Alascom. to discuss continuing support of the 
project by AT-.VT/AIascom,
34. Sept. 6. 1995: Members o f the Project meet with Mr. Thomas
Edrington. General Manager o f Anchorage Telephone Utility, to discuss 
continuing support for the project by ATU;
35. Sept. 7/8. 1995: Members o f the Project meet with members of the
Elmendoft AFB telemedicine staff for training on reporting processes 
and evaluation demonstration: members present information regarding 
jo in t operations demonstrating patient medical records applications;
36. Sept. 9. 1995: Members of the Project meet with the Southwest 
Alaska Municipal Conference in Kodiak, to discuss health care delivery 
systems and the selection o f Kodiak as a Project demonstration site;
37. Sept. 21, 1995: Members of the Project participate In a Providence 
system video teleconference to Portland, Or. The meeting is a failure 
because system incompatibilities between GCI and AT&T 
teleconferencing systems;
38. Sept. 23: Ms. Kathc Boucha-Robcrts presents the Telemedicine
Project to Medical Transcriptionists of Alaska to discuss the implications 
o f changes in health carc delivery and electronic medical records;
39. Sept. 29, 1995: Members of the Project meet with representatives of
Rural Development Corporation, Indian Health Services, ANMC, ATU,
GCI, AT&T/Alascom to plan a two hour presentation on current 
telemedicine technology and applications in Alaska; members o f the 
Project review draft o f "Alaska 2001" document for attention to 
telecommunications systems and telemedicine applications;



40. Oct. 1, 1995: the teleradiology demonstration project begins to
collect data, Tcleradiology sites include Providence Alaska Medical 
Center, Cordova Hospital, Unaloska Family Clinic, Homer Hospital

41. Oct. 4, 1995: Ms. Kathe Boucha-Robcrcs meets with Home Health Carc
directors and supervisors to discuss the implications of telemedicine 
initiatives for home health care;

42. Oct. 6, 1995: Members of the Alaska Telemedicine Project attend the
Russian Peace Conference, sponsored by Rotary International, and 
discuss health carc systems and delivery problems in the Russian Far 
East.
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Telemedicine: will it serve rami Alaska?
X

-c ay fax machines? Diignosis ■ 

and (reatmau of injures and 
illness via video from ore Rural 

. A h d u  community u> 

Anchorage?

These are jusr two concepts of 
Telemedidnc” that members 
of Providence I  .bska Malical Center 
and d ir University of Alaska Anchorage 
(U A A ) arc researching 

—— — — — — — —
Tekmedkuie is  the 

practice of health care 
delivery, diagonals, 

cGasukatiafl, treatment, 
trcu isfcr of medical data 

anti education using 
interactive audio, 
visual and data 

communications.
H ie Alaska Telemedicine Project s  

assessing iheatm m t medical ddrvisy 
systems 10 determine tliea|ipiop(iiie 
icLirxticux; applications for Alaska,

says Fred Pearce, o f the U A A  Dept, 
o fjix in s ik iin  and Tefeconin wriicitions, 

T U em uid ne is the practice o f health 

care deli m y , diagrirok, consultation, 

treatment, transfer o f  medical data and . 

education using interactive audio, visual aid 
d xa communications. TTte use o f 
ulcmcdjdne can Jxlp dinu'rute die 
constraints o f towns spread far apart and 
dwevcr-prescm factor of wcaiicr.

Teksnulicine cmjxwcrs local providers 
and consumers by providing tlietn with 
'instant" feedback on Itealdi problems as 

vhJI as ongoing tn-arwcnc such as pregnancy.
Specifically, die ALiska'IidaiKxiidaK 

Project is attcni|Ming 10 Jcicnnine whcdier 
tdenuxiicinL* is a is j effective. For examjdc, 

would it lie cficaper to set up an x-ray fax 

machine in a rural community and send an 

x-ray into Providence Alaska Medical 

Cower, radicr than send the injured softball 
p li/erinro  Andioragc on the next plane?

The answer to tla t is a wnllSsd, “that 
depends” say Pearce and Katite lkxicha- 
Roborts, Director o f  AlTiliinnns, 
TektnaliciticaiulTilecoiifcreiicing for 
PinvideiKr,

iix)xuu£t^g furclicr, u  takes dedicated

telephone fetes to transfer the x-ray by fax 

and it takes a qualified medical seaITpercan 

in the community to  take die x-ray first. 

Keeping tlur equipment anda trained 

medical person in each community will cost 

clrilbni. I f  there are sigrufioBirnunlxr - 
0 /  huci knees, then there is a cost savings 
o f  the tmiupxxudon. Rut die unknown is 
die total coat to keep the cry lipriKut up-to- 
date and ilic personnel trained.

Another jiroblem, Pearce says, is dot 
Alaska's satellite rdecunununicitions 
infrastructure is not capable o f  the bund 

width needed to  handle x-ray transferor 
video teleconferencing. Lines are only 

avaibble between AitcJiorjgc, Fairbanks 

andjuneau, and no* between other 
communities where (he service is most 
needed.

but even with all die compliotions^lie 

Alaska 'hdcnuxlicine Project is working 
with oilier; to set up systems. Providence is 
working txi setting up a system currently 
including Homer, Cordova and Dutch 
H ubor. T lie  lilmeralorf Hospital has a 
two-way video system with Fort 

Wainwngjfu in IniiUutks, Adaltand Kodiak, 

D ie  U A A  W A M I pnogiam has a project in

Petersburg and Juneau s Bartkn 
Memorial Hospital is connected with 

Seattle, Virginia Matson. B e n  an E-mail 

system is being suggested.

A l  o f  these txpgoms will he 

evaluated fiireflccrivenesi Questions 
to be answered include*
• WtxH w r die am cjit load g tpsbHides 
a fna ,d ,au l bus!) :ysltrm itt ALaki?
• H o w  m u ch  w ill it  cnU  to  u p g iu le  d rt 
system s Lo a a m a n a d u re  td m e d ic itw f
• \ih a  1 ire d x  aamrg teds and cuftabdkta 
o fA L cs ka 's  ba dd ) ow e  p ro v id e n t
• \Vlx2t  sat vfowning wtU be nuaied 

a tld  a t u h rt cast?
• Witt d ia t ft  tik e  tb e  iie w d d tv a y  
s y s ta id  W h a t suds tu x d  to  be td a n  to  
td u n tie  d ie t Us a b o u t tc fe m e d kn tt?
• H aw  m u d t xttH tx m h ia re  a n d  
co m p u te r s o ftw a re  cost*
•  Urotf p o lic ie s  m v d  to  b e  dcvdiped
in  otndar to rm duaoi quality awe, protect 
pim U aeftcbstdalkyiodpttnidelabdjry?

Bouda-Robcrrs believes that 1h e  
only way telemedicine wdi work is 
wfien die upapmait will be so easy to 

use, it'll be like common sense, a

s"' • v r Ĵ i 7rr ;;^ rr> ‘^ ’4:; JNBA opens new  Ketchilom  Shoreiine^^Br^ioch 5 ; ; ‘
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ALASKA REPORT; STATE 
CONSORTIUM SEEKS 

SUSTAINABLE TELEMEDICINE

Nosv a year underway, the Alaska Telemedi­
cine Project (ATP) appears to be on.the verge of 
bearing fruit.

The ATP has kept a low profile to date, but after 
a number o f interviews conducted by GTR, we cun 
tell you that won’t be the case for much longer. ATP 
is worth taking notes on for two reasons: I) the 
diverse technologies it employs; and 2) the coopera­
tion across a wide variety of stakeholders to make the 
project work. ’ 1

(a m t 'd .  p n x f )
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A L A S K A  (cant'd, from pa$e 1) ihe U.S. east of the Mississippi.
The ATP is basically an Alaskan.state initiative Much of the interior is a long way from any-

to build a lnw-costand sustainable telemedical/heulth thing, let alone health care providers; in fac t there 
d e l iv e r  Infrastructure. It is sponsored by all major are many sites thatare only accessible by plane. The 
sectors: the telcos, the DoD. the Indian Health natural appeal is to getsome kind of cheap technical 
Service, the providers and the state government. The setup in place in these villages to eliminate medical 
technical strategy is to create an online servlce-xtyle • transports which can easily run upwards of $25,000, 
community health information network (CHIN) that according to Kathy Boucha-Rnberts o f Providence 
anybody can hook into — whether nurses serving Medical Center, a tertiary care provider in Anchor- 
remote villages, or physicians across the waters in age (partnftheSistersof Providence chain). Boucha- 
the Russian Far Hast • Roberts, along with Fred Pearce at the University of

The plan is for all parties to work together on Alaska (also in Anchorage), is the founder o f the 
needs assessment and needs evaluation. Different ATP initiative.
members of the consortium have different levels of But one thing Alaskans are a bit sensitive
technical sophistication. The military, for example, towards is outsiders from the lower 48 coming in and 
already has a five-site videoconferencing system putting, us they say. a Native face on their grant 
connecting itshub at Elmendorf Air Force Base with applications: That is. doing TM projects with their 
clinics and stations stretching across the Aleutian own interests at heart in projects ostensibly intended 
Islands. “Each individual member has complete to improve Alaskan health care. Thus the emphasis 
autonomy over their project," says Univ. Alaska- in this pmjeetnn the non-flashy side of telemedicine: 
Anchorage’s Fred Pearce, one of the ATP's initia- e-mail, phor.e links,slow teleradiology. The general 
tors. Still, with only two tertiary-level care centers in feeling is that something cheap and low-tech will be 
Anchorage, it makes sense that they and the military practical and can be built on. but something high- 
have agreements to share facilities for remote con- tech and Mushy like expensive videoconferencing is 
suiting. better left to die future.

As o f today, the CHIN —  based on "First "Today it's  safe to say that almost everyone in
Class" software put out by a Toronto-based vendor the state tit any level of dealing with TM issues — 
SoftAj'C —  is just being installed. (First Class, whether planning or fullblown— is in collaboration 
already the basis of the state’s emergency medical with the Alaska Telemedicine Project," says Rob- 
system. incorporates bulletin board and e-mail fea- eels, adding: “The uniqueness of this particular 
tures.) In a related project, data from o«er 250 project is that we are spending a tremendous amount 
teleradiology cases remote "undriveable" locations of energy trying to figure out how we can do this 
and big-city providers is being collated. Over time togethcrand notin competition. I think it is the only 
teleradiology will be integrated within the First Class TM project where nil the health care providers in the 
suite and be earned out over the local Internet, state have come together."

Since the inception of the ATP idea in August 
Alaska has history as 1994. the group Is now se t— at the outset of 1996 —

technology testing ground to formalize as a not-for-profit corporation and kick
Given its geography and location and strategic off an 18-24 month period of demonstrations. Some 

importance, Alaska has long been a site for both demonstrations —  more informal —  have already 
commercial and military technology testing, espe- beenperform edbythegroupoverthecourseofl995. 
d a lly  for satellites. The people we spoke to all make ATP will apply forgrants from the state science and 
the point that in Alaska — once you get away from technology foundation.
the "big" coastal cities — you are dealing with , The principal communications technology 
essentially third-world conditions obtaining in the employed will be satellites. “Some areas up here will 
in terior— a frozen white wasteland that is as large os never have fiber," says Fred Pearce, Ph.D., o f the
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University of Alaska - Anchorage. ‘Therefore we 
have to look at narrow bandwidth applications.”
Services will be supplied by the local provider, 
which has gone through a number of name changes, 
eventually to emerge as AT&T Alaska. The hope is 
to get from $250,000 to $1 million from the state, but 
as Roberts told us. ‘The attitude in Alaska is about 
collaboration — not money. W hat we are doing is 
spending our health care dollars smarter.”

Demos come to an end: future unclear
In the second half of 1995, coming to an end at 

thestaito f 1996. Alaskahasbeen testing teleradiology 
over T1 bandwidth satellite links to three remote 
villages. These expensive links have been subsi­
dized by the phone company but that subsidization 
will end shortly. Over a three mouth period. 258 TR 
cases were canned out. Although the technology 
proved successful, the related costs and personnel 
issues are still being sorted out to determine further 
deployment.

Providence Medical Center itself is consider­
ing a range of connectivities, including home tele­
medicine via partnerships with cable providers or 
through home health agencies equipping its nurses 
with personal digital assistants (PDAs). According 
to Boucha-Roberts, the vendor and carrier commu­
nity will be ready when Providence makes up its 
mind which way to go.

On the other hand, the University is laying the 
ground work forlinks to the Russian Par East through 
visits by Pearce and other experts. A number of 
people are interested in these talks —  including the 
military and potential exporters, he told CTR. A 
couple o f teleconferencing meetings have been held 
with major healthcare facilities in Vhidisvostok,
Magadan, Andyr and Kharabosk.

Although satellite is the primary means of 
coverage, beams can still be “iffy." The major bird 
is the Aurora II, owned by GTE and Pacific Telecom lem is that to reach many rural sites you have to make
Inc. (PTI). which in the last year sold off Alascom to a “double satellite hop,” in many cases fooling the
AT&T. You can get all the bandwidth you wantover modem into thinking the connection is terminated,
the satellite, but a T l connection will run $10- “Unfihhe middle of July there were only four voice­
s ' , 000 permoiith in munycases. Switched services grade circuits licensed from Alaska to the [Russian 
such as ISDN are not available. NeurEast|." says Pearce. Typically, calls place there

One common Alaskan communications prob- travel the reverse way around the world: From
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Alaska to Seattle. New York, London. Leningrad. 
Moscow and then, finally, to Magadan, YetMagudan 
by air is but as far away from Anchorage as Seattle. 
AT&T and the ATP are working to try to upgrade the 
infrastructure.

Development in Russia will take twenty years, 
estimates Pearce, adding that the way to gerstsrted is 
to get the Russians hooked into the Alaska network 
through AT&T so that they can start taking advan­
tage o f simpte e-mail,

The rollout for ATP has occurred in three 
stages: 1) bringing together the consortium (com­
pleted in 1995): 2) doing teleradiology because itcan 
be done (mostly completed, but probably to be ex­
panded in this year); and, 3) rolling out an e-mail 
system that meshes with the systems at the univer­
sity. “We have a beta version o f [First Class] out,” 
saysPearce., who particularly praises the conferencing 
and file-attaching features of the product along with 
its “ robustness” (handling down to speeds of 1200 
baud).

“It comes out to around a buck a client, so T use 
the analogy that we arc building a system like 
CompuServe or America Online,” he told us. Users 
will be able to access the National Library of 
M edicine’s Grateful Med and make other use of the 
Internet. Alascom will provide the 1-800 dial-in 
service free ofcharge for the first 18 months, with the 
local exchange carrier picking up dial-in costs on its 
end, (There is a SONET ring in Anchorage.)

Right now the parties are testing out the Internet 
and First Class for use in teleradiology to remote 
sites. “[First Class] works superbly.” says Pearce, 
adding, “We are playing around with video capture 
capabilities, again usingFirstCIass.” Afterall.even 
if  it takes four hours io transfer a 2K x 2K file over 
Internet, so what? It’s still cost effective versus a 
three-week travel turnaround time.

Th<i global game
It is important to keep a broad focus to make 

sense o f what is going on. Health care is only one 
aspect of abiggerpicture. Basically,says Pearce, the 
goal is to make Anchorage into a major hub of 
healthcare inform atics, telecommunications and 
transportation and to be an incubator for new tech­

nologies and techniques, It is definitely ir. a good 
position to be a gateway to the Russian coast. Over 
time you can expect to sec new telecom partnerships 
between Alaska and the Russians: Sen. Stevens from 
Alaska is a key player in this emerging world.

The Russian Far East is one of the few not 
totally picked-over portions of the earth in terms o f 
mining, timber and other natural resources, and tha 
big oil companies are now attempting ro extend their 
presence. This is difficult without Infrastructure, 
both telecom and otherwise. Medical care —  occu­
pational health —  also gets pushed to the forefront. 
Health care aid is a good way for some of these firms 
to get it foot in the door in this section o f Asia.

Activity is brewing around linking the so- 
called Atlantic Rim effort (headed up by the Elec­
tronic Systems Command at Hanscom Air Force 
Base in Massachusetts, whose John Evans has been 
In to give u talk to the Alaskan consortium), which 
aims to connect East Coast American providers to 
peers in Norway and England, to military and civil, 
inn TM practitioners in Alaska and— one day —  the 
Russian Far East.

These ideas are pushed through talks and small 
meetings, plus a couple of big conferences coming 
up later in 1996: I) aglobal telemedicine and federal 
technologies meeting to be held In Williamsburg. 
Va., July 17-20: and, a congress on circum-polar 
health in Anchorage in May. bringing together Rus­
sians. Japanese. Norwegians and others to discuss 
economic und health care infrastructure as well as 
telemedicine. (For information on the polar confer­
ence. refer to the numbers for Pearce and Boucha- 
Robcits below.)

Concludes Pearce, 'There’s a history in this 
state of gran: money coming in and diying up, and 
[our goal with the ATP] is to build the foundation 
first, and then, as switched services become avail­
able, migrate to [higher bandwidth] applications.” 
W e’ll keep you posted...(Kathy Boucha-Roberts, 
Providence Alaska Med. Ctr., 907-261—3195; Fred 
Pearce. Ph.D., Univ. Alaska - Anchorage, 907-786- 
4183; Denver Lodge, Indian Health Service, 907- 
271-4700: Lori Eussen. ATT Alascom, 907-264- 
7380: Soft Arc (vendor of First Class) —  Alaska 
contact: John Sheoherd, 907-694-5141; Sen. Ted 
Stevens, 202-224-3004.)
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Alaska Telemedicine Project Member Organizations

University of Alaska Anchorage. Anchorage
Providence Health System in Alaska, Anchorage
AT&T Alascom, Anchorage
Academy of General Dentistry, 'Anchorage
Alaska Area Native Heal‘h Service, Anchorage
Alaska Center for Rural Health, Fairbanks
Alaska Division of Emergency Services, Anchorage
Alaska Federal Healthcare Partnership, Anchorage
Alaska Native Health Board, Anchorage
Alaska Primary Care Association, Anchorage
Alaska Rural Development Council, Anchorage
Alaska State Department of Health & Social Services, Juneau
Alaska State Division of Emergency Services, Juneau
Alaska State Hospital and Nursing Home Association, Juneau
Anchorage Diagnostic Imaging Center. Inc.
ATU Telecommunications, Anchorage
Bartlett Regional Hospital, Juneau
Bristol Bay Area Health Corporation, Dillingham
Chugachmiut Health Care Program, Seward
Columbia Regional Hospital, Anchorage
Commonwealth North. Anchorage
Copper River Economic Development Council, Glennallen
Eastern Aleutian Tribes, Anchorage
Electronic Systems Command, Hanscom AFB
Fairweather, Inc., Anchorage
GCI, Anchorage
Geneva Woods, Anchorage
GTE, Anchorage
International Union for Circumpolar Health, Anchorage 
KAKM, Anchorage
Kodiak Area Native Association, Kodiak
Manilaq Association, Kotzebue
Medical Defense Performance Review, Hanscom AFB

Ministry of Health, Romania. Bucharest 
MITRE Corporation, Boston
North Slope Borough Department of Health, Barrow
Norton Sound Health Corporation, Nome
PTI. Anchorage
SEARCH. Sitka
SG&A, Dallas
Southcentral, Anchorage
Troika Technologies. Anchorage
United Utilities, Anchorage
US Department of Veteran's Affairs, Anchorage
Valley Hospital, Palmer
WAMI Rural Telemedicine Network, Anchorage 
Yukon-Kuskckwim Health Corporation. Bethel

A L A S K A  T E L E M E D I C I N E  P R O J E C T  MEMBER O R G A N I Z A T I O N S


