ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ON HIGHER EDUCATION AND
WORKFORCE DEVELOPMENT

Minutes of Meeting
Wednesday, February 13, 2013
House Hearing Room 1 -- 10:00 am.

Chairman Dial called the meeting to order at 10:02 am. and attendance was noted by the
secretary.

M ember s Present
Ms. Alston Mr. Saldate Mr. Orr, Vice-Chairman
Mr. Coleman Mr. Stevens Mr. Dial, Chairman
Mr. Larkin Mr. Thorpe
Members Absent
None
Committee Action
HB2419 — DPA S/E (7-0-0-1) HB2543 — DP (6-0-0-1-1 Excused) (Alston)

HB2489 — DP (7-0-0-1)

PRESENTATION

Midwester n Univer sity

Dr. Kathleen H. Goeppinger, President/CEO, Midwestern University, gave a brief synopsis of
the Midwestern University. She stated that the university is based exclusively on healthcare;
providing the educational curriculum for the future needs of Arizona. Dr. Goeppinger advised
the university hosts a variety of programs including dental medicine, optometry, and 19 different
health sciences degrees.

CONSIDERATION OFBILLS

HB2419 - univer sities; high wage degree programs - DO PASS AMENDED S/E
S/E: financial aid study; public univer sity

Vice-Chairman Orr moved that HB2419 do pass.
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Vice-Chairman Orr moved that the Dial 21-line strike-everything
amendment to HB2419 dated 02/06/2013 (Attachment 1) be adopted.

Blanca Delgado, Majority Intern, explained that the proposed Dia 21-line strike-everything
amendment to HB2419 dated 02/06/2013 (Attachment 1) directs the Arizona Board of Regents
(ABOR) to conduct a student financial aid study. The study will analyze and examine current
financia aid practices in Arizona and other states for the purpose of suggesting improvements to
Arizona's current financial aid practices. The bill also requires ABOR to submit a report of its
findings and recommendations by December 31, 2013 and repeals the requirements on
October 1, 2014 (Attachment 2).

Chairman Dial, sponsor, stated that following a financial aid presentation by Arizona State
University (ASU) President Michael Crow, he became interested in learning additional
information on student financial aid. The purpose of the proposed strike-everything amendment
iSsto create a study committee to determine the best financial aid options.

Vice-Chairman Orr announced the names of those who signed up in support of the
strike-everything amendment to HB2419 but did not speak:

Michael Haener, Lobbyist, Arizona State University

Leonard Clark, representing self

Question was called on the motion that the Dial 21-line strike-everything
amendment to HB2419 dated 02/06/2013 (Attachment 1) be adopted. The
motion carried.

Vice-Chairman Olson moved that HB2419 as amended do pass. The motion
carried by aroll call vote of 7-0-0-1 (Attachment 3).

HB2489 - bonds; financing; student loans - DO PASS

Vice-Chairman Orr moved that HB2489 do pass.

Brooke White, Mgjority Research Analyst, advised that HB2489 authorizes a corporation to
issue bonds in order to finance student loans made in a student loan program. The bill outlines
the powers of the corporation and requires the corporation to review and submit a plan to the
state program representative for approval before issuing bonds. Additionaly, it alows industrial
development authorities (IDA) to issue revenue bonds to finance student loans so that the student
loan program is available for eligible students at educational institutions (Attachment 4).

Kelsey Lundy, Midwestern University, testified in support of HB2489, stating that the hill
permits the use of the industrial development authority tax exempt bond structure; allowing a
public or private university to develop its own student lending program. She explained graduate
students reaching their maximum student loan amount have two options. apply for a federal
Grad PLUS loan or obtain aloan from a private lending institution. The Grad PLUS loan has a
fixed interest rate of 7.9 percent with an upfront, origination fee of 4.0 percent and private
lending ingtitutions range from 7.9 to 9.9 percent. Ms. Lundy advised that Midwestern
University believes developing a student loan program through the IDA process will save
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students one percent in interest rate fees and half of the origination fees saving a dental student
$8,500 and a medical student $16,000 in loan fees. She went on to explain the rigorous process
to obtain abond alocation and informed all monies will be privately funded.

In response to a question posed by Mr. Stevens, Ms. Lundy advised that she would follow up
with Members relating to means testing.

Mr. Orr questioned the impact of the program on existing bond programs. Ms. Lundy specified
that the program should not affect the programsin place. Mr. Orr asked about a statewide cap or
allocation process among the universities. Ms. Lundy replied that Arizona statute stipulates
20 percent of the annual bond allocations are set aside for student lending programs. The
20 percent bond allocation is held for six months; if the percentage is not allocated for student
lending programs, then it is added to the general allocation. She stated that the current state bond
allocation is $600 million and only $48 million of the allocation has been used.

Jeff Wagner, Investment Banker, Midwestern University, RBC Capital, addressed Members
guestions concerning the bond allocation cap and explained that the default range on this type of
loan is one percent.

Leonard Clark, representing self, testified in favor of HB2489, stating that the universities should
have a means to expand funding.

Vice-Chairman Orr announced the names of those who signed up in support of HB2489 but did
not speak:

John Mangum, Arizona Private School Association

Courtney Gilstrap LeVinus, Maricopa County Industrial Development Authority

Marcus Osborn, Public Affairs Specialist, Phoenix Industrial Development Authority

Question was called on the motion that HB2489 do pass. The motion carried
by aroall call vote of 7-0-0-1 (Attachment 5).

HB2543 - provisional community colleges; nonresident tuition - DO PASS

Vice-Chairman Orr moved that HB2543 do pass.

Morgan Cicinelli, Majority Intern, advised that HB2543 requires a county in which a provisional
community college district is formed to continue to provide reimbursement payments to
community college districts until the fiscal year following the year that a qualifying levy is
adopted. Additionally, it allows these reimbursements to be reduced by the amount of any non-
qualifying levy expended in the prior fiscal year and requires the payment to be shared by each
community college district that received a reimbursement payment from the county
(Attachment 6).

Mr. Orr, sponsor, stated that HB2543 addresses the issue of fairness and explained that there are
two provisiona community college districts in the State of Arizona: Gila Community College
District and Santa Cruz County Community College District. Mr. Orr said that he believes when
Santa Cruz County formed their provisiona community college district the tax was set
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artificialy low, paying 7 cents per $100 assessed value, a tenth of the amount Gila Community
College Digtrict pays, 75 cents per $100 assessed value.

Mr. Saldate mentioned the current court case addressing the matter and opined that there is a
large amount of confusion. He stated that he believes Santa Cruz County did not intentionally
set the tax rate too low.

Michael Racy, Lobbyist, Pima Community College, testified in favor of HB2543 and reviewed
the following handouts:

e HB2543 - summary of provisional community colleges nonresident tuition (Attachment 7)
e Community college primary tax rate comparison including provisional (Attachment 8)
e Santa Cruz publicity pamphlet (Attachment 9)

Mr. Racy explained that the bill clarifies language in existing law making clear the intent of the
provisional statute, which is that, in order to be relieved of the out-of-county reimbursement
obligation, a provisional district must levy an amount equal to their out-of-county reimbursement
amount. He advised that there are ten organized community college districts in Arizona and
students from any county may attend any community college; however, students commuting
from counties without an organized community college are separately accounted for and their
county of residence is responsible for paying a share of that student’s educational expense.
Mr. Racy informed Members that the Arizona Superior Court ruled in favor of Santa Cruz
County due to the poorly written language in current statute.

Kristen Boilini, Northland Pioneer College, testified in support of HB2543 and provided a
background on the intergovernmental agreement between Apache County and Northland Pioneer
College. She expressed concern with the impending ruling from the Arizona Court of Appeals
and explained the potential impact to the counties. Ms. Boilini expressed the necessity of the
bill.

Carlos Rivera, County Manager, Santa Cruz County, spoke in opposition to HB2543 and
provided a copy of the recent ruling by the Arizona Superior Court, Pima County
(Attachment 10). He described the history and formation of the provisional community college
district and informed of past measures by Santa Cruz to rectify the issues. In response to
Members guestions, Mr. Rivera discussed the following:

Financial inequitiesin tuition
Student population affected

Fiscal impact to Santa Cruz County
Genera Fund monies
Non-organized counties' intent
Santa Cruz publicity pamphlet

Chairman Dia questioned the revenue loss to Pima County. Mr. Racy responded that the county
lost $1.2 million in out-of-county reimbursement. He said that the intent of the provisional
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system is that a “like level of effort” can be made in a student’s county of residence and
explained the devastating impact with shifting tax burdens to other counties.

Discussion ensued on the fiscal damage to counties, the importance of clarifying language within
current statute and provisional tax rate comparisons.

Kevin B. DeMenna, Maricopa County Community College District, testified in favor of
HB2543, stating that policy should be handled in the Legislature not the courts.

Mr. Orr expressed his intent of holding a stakeholders meeting to further address concerns with
the bill.

Ms. Alston requested to be excused from the vote due to her membership on the Joint Committee
on Capital Review which makes her a defendant in a lawsuit by Pima County. Chairman Dial
agreed.

Vice-Chairman Orr announced the names of those who signed up in support of HB2543 but did
not speak:
Glen Mayle, President, Arizona Western College

Vice-Chairman Orr announced the names of those who signed up in opposition to HB2543 but
did not speak:

Kevin McCarthy, President, Arizona Tax Research Association

James Candland, Principle, Clarus Consulting

Warde Nichols, Clarus Consulting

Vice-Chairman Orr announced the names of those who signed up as neutral on HB2543 but did
not speak:
Leonard Clark, representing self

Question was called on the motion that HB2543 do pass. The motion carried
by aroll call vote of 6-0-0-1-1 Excused (Alston) (Attachment 11).

Without objection, the meeting adjourned at 11:32 a.m.

Abby Selvey, Committee Secretary
March 8, 2013

(Origina minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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