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IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 82
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Depart—
ment of Administration; and providing for an effective
date."
BE IT ENA /TED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $782,000 and interest on that amount, at eight
per cent a year from the date the increments were earned until the date of
payment, is appropriated from the general fund to the Department of Adminis—
tration for the payment of pay increments due from past years to state
employees for longevity employment under AS 39-27.022.

Sec. 2. The unexpended and unobligated portion of this appropriation
lapses into the general fund June 30, 1975*
* Sec. 3- This Act takes effect immediately in accordance with AS 01.10.-

070(c).
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At>MIEITMSTItATION
DIVISICN OF BUDGET & MANAGEMENT ~ RaUtH C— JUNEAU 99801

February 3 1975

The Honorable Hugh Malone

Chairman _

House Finance Committee ,
Pouch V Re: House Bill 8

Juneau, Alaska 99811
Dear Representative Malone:;

The following information is supplied in response to your inquiry of January 31, 1975,
concerning matters related to House Bill 82.

The principal portion of the obligation, which was ﬁ_reviously cited as being approx-
imately $490,600, has been lowered to $482,000. This overstatement was caused by
a double counting of a correction of data previously submitted by an agency.

1. Estimate of interest due as of February 1, 1975 _
The array of variables involved complicates calculation of the interest due.
In effect,” the problem involves about 465 small loans different sizes which
run for a variety of time spans. The discussion that follows is based upon
preliminary information received from the agencies which employ (ed) the
personnel affected by the a -t decision. Two techniques were used to
estimate the amount of inte e™t due: o
A.  Approximately t_wentY %er_cent_ of the individual cases were sampled
to determine the duration of their _ell_?_|b|llty for the retroactively effective
pay increases. The length of eligibility characteristics of the twenty percent
sample were extrapolated to the whole group of eligibles and incorporated
into a calculation of the interest due them as shown in tables 1and 2.

Table L Estimate of Interest Due Through October, 1974

Length of Estimated Pro-rated  Monthl Number Estimated
Retroactive %of Total Principal x Interest x  of = Interest
Eligibility Cases Amount  Factor* Months

24-26 months 3% $183,160 0066 26 $31,430
18-23 months 28% 134,960  .0066 19 16,923
1-17 months 34% 163,880 .0066 1 7,511
TOTALS 100% $482,000 $55,924

*8% annuai interest divided by 12 months = .066% per month.
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Table 2 Estimate of Interest Due for Nov., Dec. 1974 &Jan. 1975

Principal X Monthl ,
d Interes¥ X Months Estimated Interest

$482,000 .066 X 3 $9,543

Using this technique the total estimated interest due is the sum of the amounts
shown in Tables 1and 2 which is $65,467.

B.  The second method used to estimate the amount of interest due was
based upon the assumption that the accural of the principal was a linear
function. The total known ernmpal_obl_lgatlon was-divided by the number
of months (26) during which the obligation was accrued. The interest
outstanding on the total prmm?al accumulated by the end of each of those
twenty six months and those elapsing since September 1974, was calculated.
The sum of the calculated increments of interest is $60,250. This _
is about $5,217 less than the interest calculated via method (A) above. This
IS to be expected because the accumulation of the obligation was not in fact
linear, there being a large number of persons whose eligibility started at
the outset of the time span involved and continued to the end of that span.
The higher number is probably the more valid of the two as it considers the
non-linear nature of the accumulation.

2. é\lumb_er of people to receive payments under the APEA vs. State of Alaska
ecision.
The number of currently identified recipients is 465. This number is subject
todmmé)r ||ncreases due to the possible discovery of additional eligible
individuals.

3. Number of recipients who still work for the State. _
The currently identified recipients fall in the following categories:

Current employees 394
Retired 47
Terminated 20
Deceased 4
TOTAL 465
4. Number of recipients by employing agency.
A?ency Recipients
Office of the Governor
Department of Administration 9
Department of Law
Department of Revenue 15

Department of Education
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Department of Health and Social Services 82
Department of Labor 26
Department of Commerce 5
Department of M|I|tarr Affairs /
Department of Natural Resources 15
Department of Fish and Came 29
Department of Public Safety 18
Department of Public Works 40
Department of Highways 203
Department of Economic Development 1
Department of Environmental Conservation 2
State-Operated Schools _ _ 2
Deprartment of Community & Regional Affairs 1
TOTALS 465

| hope the above information will adequately answer the questions posed by your
J_afnuary 31,1975, memorandum. Please contact me if you require additional
information.

Sincerely,

Ron Lind, Deputy Director



M EMORANTDUM State of Alaska

o: file date: January 29, 1975
FILE NO:
0 | TELEPHONE NO:
fron: RONAld B 'Lind, Deputy Director subject: House Bill 82

Division of Budget_and Management
Department of Administration

The Superior Court for the State of Alaska ordered on November 24, 1974
that the State of Alaska chan%e the way in which it had been considering
I,onPev,lty increases under AS 9.27.022{b) and make retroactive payments,
including interest, to the people affected.

State agencies have researched their records an%_accumulated $490,,6?0 in
paymentS due employees and former employees. This supplemental will pro
vide fundlnﬁ for these payments and details of the amounts due are avail
able from the Division of” Finance, Department of Administration.
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA
FIRST JUDICIAL DISTRICT AT JUNEAU

ALASKA PUBLIC EMPLOYEES RE.CELVED- vi
ASSOCIATION, ct al.,
P|a|nt|ff NOV 26 -1.974
]
VS, DIV. OF PgKSONNtI

STATE OF ALASKA and d/rectoo’s offics

COMMISSIONER OF ADMINISTRA—
TION, JOSEPH R. HENRI,

Defendant. ) C. A. NO.

e o JUDGMENT i

The Alaska Public Employees Association and Don H.
Strode filed an appeal from the judgment of this court entered
on May 3, 1973. The Supreme Court, 1in an opinion dated July 29,
1974, reversed the judgment of the Superior Court.- Pursuant to
hat opinion and the Mandate of the Supreme Court dated August 9,
1974, -

IT IS ORDERED, that: * . e m

1, The $750.00 apﬁea‘ bond shall be returned to the
plaintiffs.

2. "The State of Alaska and\the Commissioner of Admini-
stration, Richard W. Freer, shall cease withholding longevity
pay increments from state employees and shall begin paying such
increments as provided for in A..S. 3.9.27.022(b) as soon as the
individual employee has served the requisite four, nine and
thirteen years as provided in the statute, without regard to the
effective date of the act". In calculating the four, nine and
thirteen year eligibility periods the State shall count time

spent in the final step before July 1, 1972, as well as time spent

in the final step after that date.
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1 3. Tlio 5Lato of Alaska and the Commissioner of Admini—
2 stration shall also pay to eligible present and former state

d employee:; the longevity pay increments earned t;(ut not paid under

4 A.S. 39.27.022 (b) during the period from July If 1972 to-the

5 date regular periodic payments of longevity pay increments arc
]

0 begun as ordered in paragraph 2 of this judgment, together with

r EnterestNthereon at the fgte of fight percent per annum from the

S jdate the increments were ®arned until paid.

0 4. The State of Alaska and the Commissioner of Admini-
10 stration shall provide all present and former state employees

n receiving payments pursuant to this judgment with a statement

12 jshowing t€the pay period and tax year during which all increments -
13 were earned to assist the employee in determining what monies he

4 < is receiving and how they were calculated.

é5 5. The plaintiffs shall recover from the State of

10 Araska their costs and attorney fees of $

17 DATED;  Aoyt. fpfW j
IS
19 -
Superior Court Judge
20 ,
21
) )
Copy received and approved
23 as to form and substance,
this day of VA'< "
24 1974.
25
Attorney for "Defenctints

20 STATE CF ALAS™.A i

fttaT JUDICAL D13TPICT 1u
21 1, lh« Vnie'i.r.n*!; Kri'i th* o o t;ao cmJ M> :0s*> el a',

original 'd&.-j'rent 011 tlo In ihn S-pn*or Couil, Fl-s Ji-JcKnt Ti-arm.
25 Sinlo e( Ala-.Va. .

V/lintu my hood and the Mol ol.th!s tour! Inn ‘ay
29 € i"Ivior 1fid. 0t MBI Abvd)
£0 VucU iy it Udr.cs.
Ok ol thj Squte/) Gejre

31 f/INIXA  fgg Cirv™

32



TO: Ron Lind DATE: January 31, 1975
Deputy Director
Budget and Management

FROM: Hugh Malone SUBJ: House Bill 82

Chairman
House Finance Committee

Could you please supply the House Finance Committee with the
following information:

1. A fair estimate, plus or minus 10%, of the amount of
interest due on the longevity increment increases as
of February 1, 1975.

2. How many people will be receiving payments under
AREA vs. State of Alaska.

3. How many of these people still work for the State of
Alaska.

4. A copy of the numbers of personnel involved by agency.

I would appreciate it if you could have this information available
to the committee by Wednesday, February 5, 1975.

HM/sd
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