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1 IN THE SENATE BY THE FINANCE COMMITTEE

2 CS FOR SENATE BILL NO. 207 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to calculation of the cost-of-living

7 and pay step differentials for the compensation and

8 retirement benefits of certain public employees;

9 classification system; limiting the state's power to

10 change the cost to the state of compensation for

XI certain positions; and providing for an effective

12 date."

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

LA * Section 1. AS 23.AO is amended by adding a new section to read:

15 Sec. 23.AO.075. ITEMS NOT SUBJECT TO BARGAINING. The parties

L6 may not negotiate terms contrary to the limitations on state personnel

17 actions under AS 37.07.085 or on pay step differential calculations

18 under AS 39.27.020(d).

19 * Sec. 2. AS 37.07 is amended by adding new sections to read:

20 Sec. 37.07.085. LIMITATIONS ON STATE PERSONNEL ACTIONS. (a)

21 Unless the budget specifically provides cr the legislature approves,

22 the state may not

23 (1) reclassify a position to a higher salary range after

2A September 1, 1985 unless the reclassification is consistent with

25 policies established in AS 39.25.150(1) for a position classification

26 plan;

27 (2) change the salary range of a job class unless the

28 change is required to comply with AS 18.80.220(a)(5), AS 39.25.010 or

29 39.25.150(2); or
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(3) promote a p e r s o n  to the next step of a flexibly staffed 

p o s i t i o n  if the pe r s o n  was first h ired in the f l e x i b l y - s t a f f e d  p o s i­

tion a fte r the effective date of this section.

(b) In this section, "state" means the executive, .'legislative

and j u d i ci a l  b r a nches of state g overnment and includes the Un i v e r s i t y

of Alaska.

Sec. 37.07.087. L I S T I N G  OF PERMANENT  TOSITIONS. (a) On or 

before Sep t e m b e r  15 of each year, each de partment shall d e l i v e r  to the 

d i v i s i o n  of budget re v i e w  in the Office of M a n a g e m e n t  and Budget a 

list of permanent p o sitions in the depar t me n t  on J uly 31 of that year. 

The list shall include for each p o s i t i o n  the p o s i t i o n  control number 

( P C N ), title, salary range, pay step, location, time scatus, b a r g a i n­

ing unit if any, and p o s i t i o n  funding source. A d epartment shall 

r e m o ve  fro m  the list a PCN that is not funded and shall revise the

listing of other PCN's to be consistent w i t h  the positions autho r is e d  

in the budget. The department shall report to the legislature each 

y e a r  the positions remov e d  from its list.

(b) A f t e r  conf o r mi n g  the list of permanent, po s itions to the

budget, a department may not est a b l i s h  a ne w  permanent: PCN or change 

the salary range, pay step, location, or time status of an existing

PCN unless the d i v i si o n  of budget review concurs.

(c) A depar t m e n t  shall m a i n t a i n  the m a s t e r  list of the d e p a r t­

men t ' s  po sitions as an au t omated po s i t i o n  a c c o u n t i n g  control system 

file in acco r d an c e  w i t h  inst r u c t i on s  from the Of f i c e  of M a n ag e m e n t  and 

B u d g e t .

* Sec. 3. A S  39.25.010(b) is amended to read:

(b) The merit pr i n c i pl e  of employment includes the fallowing:

(1) recruiting, selecting, and a d v a n c i n g  employees o n  the

basis of t heir relative ability, knowledge, and skills, i n cluding open
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1 consideration of qualified applicants for initial appointment;

2 (2) regular integrated salary programs based on the nature

3 of the work performed;

4 (3) retention of employees with permanent status on the

5 basis of the adequacy of their performance, reasonable efforts of

6 temporary duration for correction in inadequate performance, and

7 separation for cause;

3 (4) equal treatment of applicants and employees with regard

9 only to consideration within the merit principles of employment; [AND]

10 (5) selection and retention of an employee's position

11 secure from political influences; and

12 (6) c l a ss i f i c a t i o n  and pa y  plans d e s igned to provide pay

13 equity by u sing j u d gments and factors free of biases b a s e d  on race or

14 sex and determining job worth for all job classifications based on a

15 single set of criteria.

16 * Sec. 4. AS 39.27.020 is amended by adding a new subsection to read:

17 (d) If an employee's basic annual salary is no more than

18 $30,000, the pay seep differential shall be calculated using the

19 employee's basic salary. If the employee’s basic annual salary is

20 greater than $30,000, then the employee’s pay step differential shall

21 be calculated on the differential for a basic salary of $30,000.

22 * Sec. 5. AS 39.35 is amended by adding a new section to read:

23 Sec. 39.35.675. INCLUSION OF COST-OF-LIVING DIFFERENTIALS IN

24 COMPENSATION AND BENEFITS. (a) An employee shall make contributions

25 to the system based on compensation including a cost-of-living differ-

26 ential.

27 (b) The amount of a cost-of-living differential may not be in-

28 eluded in the employee’s compensation for purposes of calculating

29 benefits paid under this chapter unless the employee lias received a
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1 cost-of-living differential in a comparable amount or of at least that

2 many steps for at least 50 percent of the employee's credited service.

3 (c) When an employee receives a benefit, and if the employee's

4 compensation for purposes of calculating the benefit does not include

5 a cost-of-living differential, then the administrator shall refund to

6 the employee the amount of contributions the employee made based on

7 the differential.

8 (d) In this section "cost-of-living differential" means an

9 adjustment to salary based on the cost of living in the geographic

10 region where the employee works and includes a pay si p differential

11 under AS 39.27.020.

12 * Sec. 6. AS 39.35.680(8) is amended to read:

13 (8) "compensation" means the total remuneration earned by

14 an employee for personal services rendered, including cost-of-living

15 differentials only as provided in AS 39.35.675, payments for leave

16 that is actually used by the employee, the amount by which the em-

17 ployee's wages are reduced under AS 39.30.150(c), and any amount

18 deferred under an employer-sponsored deferred compensation plan, but

19 does not include retirement benefits, welfare benefits, per diem,

20 expense allowances, workers' compensation payments or payments for

21 leave not used by the employee whether those leave payments are sched-

22 uled payments, lump-sum payments, donations, or cash-ins;

23 * Sec. 7. The legislature shall review the pay step differentials

24 provided under AS 39.27.020 and under collective bargaining contracts

25 between the state and employee bargaining organizations following the

26 release of a comprehensive study of the geographic differentials by the

27 state.

28 * Sec. 8. By September 15, 1985, the division of budget review in the

29 Office of Management and Budget shall develop a master position control
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1 system with the capability of matching permanent positions listed in an

2 automated position accounting control system against the state's master

3 payroll record.

4 * Sec. 9. The amendments made by secs. 5 and 6 of this Act apply only

5 to members first hired under the Public Employees' Retirement System on or

6 after the effective date of secs. 3 and 6 of this Act.

7 * Sec. 10. Nothing in this Act terminates or modifies a collective

8 bargaining agreement in existence on the effective date contained in

9 sec. 13 of this Act.

10 * Sec. 11. If any provision of this Act, or the application thereof to

11 any person or circumstance is held invalid, the remainder of this Act and

12 the application to other persons or cir Cances shall not be affected

13 thereby.

14 * Sec. 12. Sections 5, 6, and 9 ot this Act take effect January 1,

15 1987.

16 * Sec. 13. Sections 1 - 4, 7, 8, 10, and 11 of this Act take effect

17 immediately in accordance with AS 01.10.070(c).

-5- CSSB 207(Fin)



Position Paper
CSSB 207 (Fin)

T h i s  B i l l  d e a l s  w i t h  f o u r  d i s t i n c t  t o p i c s .  T h i s  p o s i t i o n  p a p e r  d e a l s  w i t h  
t h o s e  t o p i c s  b y  d i s c u s s i n g  t h e  v a r i o u s  s e c t i o n s  o f  t h e  B i l l  t h a t  d e a l  w i t h  a  
t o p i c  u n d e r  t h e  t o p i c  h e a d i n g .  N o t a t i o n  i s  m a d e  o f  f i s c a l  i m p a c t s  w h i c h  a r e  
f u r t h e r  d e t a i l e d  i n  t w o  f i s c a l  n o t e s .  I n  g e n e r a l ,  t h e  D e p a r t m e n t  o f  A d m i n i s ­
t r a t i o n  s u p p o r t s  t h e  i n t e n t  o f  t h e  l e g i s l a t i o n .  W e  b e l i e v e ,  h o w e v e r ,  t h a t  
t h e r e  a r e  s e v e r a l  a r e a s  t h a t  s h o u l d  r e c e i v e  m o r e  a t t e n t i o n .

L i m i t a t i o n  o n  A c t i o n s

S e c t i o n s  1 ,  2 ,  8 ,  10 ,  11 ,  a n d  13 d e a l  w i t h  p l a c i n g  c e r t a i n  l i m i t a t i o n s  o n  t h e  
e x e c u t i v e ,  l e g i s l a t i v e ,  a n d  j u d i c i a l  b r a n c h e s  a n d  t h e  U n i v e r s i t y  o f  A l a s k a .  
S e c t i o n  2 o f  t h e  B i l l  a d d s  t w o  s e c t i o n s  t o  t h e  E x e c u t i v e  B u d g e t  A c t  
( A S  3 7 . 0 7 . 010- . 130 ) .  P r o p o s e d  A S  3 7 . 07.085  l i m i t s :  r e c l a s s i f i c a t i o n  o f
p o s i t i o n s  u n l e s s  t h e  a c t i o n  i s  p r o v i d e d  f o r  i n  t h e  b u d g e t ,  a p p r o v e d  b y  t h e  
l e g i s l a t u r e ,  o r  c o n s i s t e n t  w i t h  t h e  p o l i c i e s  e s t a b l i s h e d  u n d e r  A S  3 9 . 2 5 . 150 ( 1 ) :  
c h a n g e s  i n  a  s a l a r y  r a n g e  u n l e s s  p r o v i d e d  i n  t h e  b u d g e t ,  a p p r o v e d  b y  t h e  
l e g i s l a t u r e ,  o r  r e q u i r e d  f o r  c o m p l i a n c e  w i t h  A S  18 . 8 0 . 220 ( a ) ( 5 ) ,  A S  3 9 . 2 5 . 0 1 0 , 
o r  A S  3 9 . 25 . 150 ( 2 ) ;  a n d  p r o m o t i o n  o f  a n  i n c u m b e n t ,  h i r e d  a f t e r  t h e  e f f e c t i v e  
d a t e ,  o f  a  f l e x i b l y  s t a f f e d  p o s i t i o n  u n l e s s  p r o v i d e d  i n  t h e  b u d g e t ,  o r  a p p r o v e d  
b y  t h e  l e g i s l a t u r e .  P r o p o s e d  A S  3 7 . 07.087  p r o v i d e s  a  m e c h a n i s m  f o r  a n n u a l l y  
r e c o n c i l i n g  d e p a r t m e n t a l  l i s t i n g s  o f  p o s i t i o n s  w i t h  p o s i t i o n s  a u t h o r i z e d  i n  
t h e  b u d g e t .  A f t e r  t h e  r e c o n c i l i a t i o n ,  " a  d e p a r t m e n t  m a y  n o t  e s t a b l i s h  a  n e w  
p e r m a n e n t  P C N  o r  c h a n g e  t h e  s a l a r y  r a n g e ,  p a y  s t e p ,  l o c a t i o n ,  o r  t i m e  s t a t u s  
o f  a n  e x i s t i n g  P C N  u n l e s s  t h e  d i v i s ' o n  o f  b u d g e t  r e v i e w  c o n c u r s . "

S e c t i o n  8 r e q u i r e s  t h e  D i v i s i o n  o f  B u d g e t  R e v i e w  t o  d e v e l o p  a n  a u t o m a t e d  
s y s t e m  f o r  t h e  a b o v e  r e c o n c i l i a t i o n ,  w i t h  t h e  c a p a b i l i t y  o f  m a t c h i n g  a g a i n s t  
p a y r o l l  r e c o r d s ,  b y  S e p t e m b e r  15 ,  1985 .

S e c t i o n  10 " g r a n d p a r e n t s "  c u r r e n t  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  f r o m  
c h a n g e s  o t h e r w i s e  r e q u i r e o  b y  t h e  B i l l .

S e c t i o n  1 p r o h i b i t s  f u t u r e  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  f r o m  c o n t a i n i n g  
t e r m s  c o n t r a r y  t o  p r o p o s e d  A S  3 7 . 0 7 . 0 8 5 .

S e c t i o n  11 i s  a  s e v e r a b i l i t y  c l a u s e  a d d e d  b y  C S S B  207 ( F i n )  b a s e d  o n  o u r  
t e s t i m o n y ,  d i s c u s s e d  b e l o w ,  t h a t  a  s p e c i f i c  p r o v i s i o n  m a y  v i o l a t e  t h e  s e p a ­
r a t i o n  o f  p o w e r s  d o c t r i n e .

S e c t i o n  13 m a k e s  t h e  l i m i t a t i o n  o n  a c t i o n s  p r o v i s i o n s  e f f e c t i v e  i m m e d i a t e l y .  

P o s i t i o n

T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  s u p p o r t s  t h e  c o n c e p t  o f  r e c o n c i l i n g  b u d g e t  
a n d  p o s i t i o n  i n f o r m a t i o n .  T h e  D e p a r t m e n t  a l s o  s u p p o r t s  t h e  r e q u i r e m e n t  t h a t  
a c t i o n s  t o  r e c l a s s i f y  p o s i t i o n s  o r  c h a n g e  s a l a r y  r a n g e s  b e  t a k e n  i n  a c c o r d a n c e  
w i t h  e x i s t i n g  s t a t u t e s ,  p o l i c i e s ,  a n d  r e g u l a t i o n s .
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T h e  D e p a r t m e n t  b e l i e v e s  t h a t  t h e  p r o v i s i o n  i n  p r o p o s e d  A S  3 7 . 0 7 . 085 ( a ) ( 3 )
( p . 2 ,  11 .  1- 3 ) i s  a n  u n d u e  i n f r i n g e m e n t  o f  t h e  l e g i s l a t i v e  b r a n c h  i n t o  d e ­
c i s i o n s  o f  t h e  e x e c u t i v e  b r a n c h .  T h e  d e c i s i o n  t o  p r o m o t e  a n  e m p l o y e e  i s  a 
f u n d a m e n t a l  d e c i s i o n  o f  a n  a p p o i n t i n g  a u t h o r i t y .  T h e  p r o p o s e d  r e q u i r e m e n t  o f  
l e g i s l a t i v e  o r  b u d g e t  a p p r o v a l  f o r  s u c h  a c t i o n s ,  i n  o u r  v i e w ,  v i o l a t e s  t h e  
s e p a r a t i o n  o f  p o w e r s  d o c t r i n e .  T h e  a p p o i n t i n g  a u t h o r i t y  f o r  c h e  t h r e e  b r a n c h e s  
o f  g o v e r n m e n t  a n d  t h e  U n i v e r s i t y  o f  A l a s k a  i s  c o n t a i n e d  i n  A S  3 9 . 2 5 . 0 7 0 .
P r o p o s e d  A S  3 7 . 0 7 . 085 ( a ) ( 3 ) s h i f t s  s o m e  o f  t h e  a u t h o r i t y  o f  t h e  G o v e r n o r ,  t h e  
C h i e f  J u s t i c e  a n d  t h e  B o a r d  o f  R e g e n t s  t o  t h e  l e g i s l a t u r e .  W e  b e l i e v e  t h i s  
s u b s e c t i o n  s h o u l d  b e  d e l e t e d .

T h e  D e p a r t m e n t  a l s o  h a s  a  c o n c e r n  a b o u t  p r o p o s e d  A S  37 . 0 7 . 087 ( b )  ( p . 2 ,  1 1 . 18- 2 1 ) .  
T h i s  s u b s e c t i o n  w o u l d  r e q u i r e  t h e  D i v i s i o n  o f  B u d g e t  R e v i e w ' s  c o n c u r r e n c e  
b e f o r e  a  d e p a r t m e n t  c o u l d  c h a n g e  a  s a l a r y  r a n g e ,  a w a r d  a  m e r i t  i n c r e a s e  ( p a y  
s t e p )  o r  r e l o c a t e  a  p o s i t i o n .  W h i l e  t h e  i n t e n t  o f  p r o p o s e d  A S  3 7 . 07.087 
a p p e a r s  t o  b e  t h e  m a i n t e n a n c e  o f  a n  a c c u r a t e  s y s t e m  o f  p o s i t i o n  a c c o u n t i n g  f o r  
b u d g e t  p u r p o s e s ,  t h e  l a n g u a g e  i n  s u b s e c t i o n  ( b )  a p p e a r s  t o  p l a c e  o n  t h e  
D i v i s i o n  o f  B u d g e t  R e v i e w  a  r e q u i r e m e n t  t o  r e v i e w  a n d  a c t  o n  s u b s t a n t i v e  
d e c i s i o n s  n o r m a l l y  m a d e  b y  d e p a r t m e n t s .  T h i s  c o n f l i c t s  w i t h  p r o p o s e d  
A S  3 7 . 0 7 . 085 ( a ) ( 1 ) a n d  ( 2 ) w h e r e  t h e  S t a t e  m a y  r e c l a s s i f y  p o s i t i o n s  a n d  c h a n g e  
s a l a r y  r a n g e s  c o n s i s t e n t  w i t h  s t a t u t e .  I t  p u t . ,  a  l i m i t a t i o n  o f  t h e  a u t h o r i t y  
o f  t h e  p r i n c i p a l  e x e c u t i v e  o f f i c e r  o f  a g e n c i e s  f o u n d  i n  T i t l e  4 4 .

W e  b e l i e v e  p r o p o s e d  A S  3 7 . 07.087  s h o u l d  b e  a m e n d e d  t o  r e f l e c t  t h e  a u t h o r i t y  o f  
t h e  D i v i s i o n  o f  B u d g e t  R e v i e w  t o  c o n t r o l  c h a n g e s  t o  t h e  a u t o m a t e d  p o s i t i o n  
a c c o u n t i n g  s y s t e m ,  b u t  n o t  t h e  a c t i o n s  o f  a g e n c i e s  t a k e n  u n d e r  p r c p e r  a u t h o r ­
i t y .

O u r  s u g g e s t e d  l a n g u a g e  f o l l o w s :  " ( b )  (>f t e r  c o n f o r m i n g  t h e  l i s t  o f  p e r m a n e n t
p o s i t i o n s  t o  t h e  b u d g e t ,  a  d e p a r t m e n t  m a y  r i o t  a d d  a  p o s i t i o n  t o  t h e  l i s t  o r  
c h a n g e  i n f o r m a t i o n  a b o u t  a  p o s i t i o n  o n  t h e  l i s t  w h i c h  a f f e c t s  t h e  c o s t  o f  t h e  
p o s i t i o n  u n l e s s  t h e  d i v i s i o n  o f  b u d y e t  r e v i e w  c o n c u r s . "

L i m i t  o n  G e o g r a p h i c  D i f f e r e n t i a l

S e c t i o n s  1 ,  4 ,  7 ,  10 ,  a n d  13 d e a l  w i t h  l i m i t i n g  t h e  p a y m e n t  o f  g e o g r a p h i c  
d i f f e r e n t i a l  t o  t h e  f i r s t  $30,000  o f  a n  e m p l o y e e ' s  s a l a r y .  S e c t i o n  4 c o n t a i n s  
t h e  s u b s t a n c e  o f  t h e  p r o p o s e d  l a w .  S e c t i o n  10 a g a i n  " g r a n d p a r e n t s "  c u r r e n t  
c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s ,  w h i l e  S e c t i o n  1 r e q u i r e s  f u t u r e  a g r e e m e n t s  
t o  c o m p l y  w i t h  t h i s  p r o p o s e d  l a w .  S e c t i o n  13 m a k e s  t h e  p r o v i s i o n  e f f e c t i v e  
i m m e d i a t e l y  f o r  t h o s e  n o t  c u r r e n t l y  c o v e r e d  b y  a  c o l l e c t i v e  b a r g a i n i n g  a g r e e ­
m e n t .  S e c t i o n  7 p r o v i d e s  a  c o m m i t m e n t  b y  t h e  l e g i s l a t u r e  t o  r e v i e w  g e o g r a p h i c  
d i f f e r e n t i a l s  f o l l o w i n g  t h e  r e l e a s e  o f  a  c o m p r e h e n s i v e  s t u d y  o f  t h e  s u b j e c t .

P o s i t i o n

T h e r e  i s  a  s t r o n g  a r g u m e n t  f o r  p a y i n g  t h e  s a m e  d o l l a r  d i f f e r e n t i a l  t o  a l l  
e m p l o y e e s  a t  a  d u t y  s t a t i o n .  S i n c e  c o s t - o f - l i v i n g  d i f f e r e n c e s  t e n d  t o  s t e m
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f r o m  g e o g r a p h i c  p r i c e  d i f f e r e n c e s  i n  b a s i c  c o m m o d i t i e s  a n d  s e r v i c e s ,  t h e i r  
e f f e c t  o n  e m p l o y e e s  i s  n o t  i n  d i r e c t  r e l a t i o n  t o  e a r n i n g  l e v e l s ,  A  q u a r t  o f  
m i l k ,  a  k i l o w a t t  h o u r  o f  e l e c t r i c i t y ,  a n d  a  g a l l o n  o f  g a s o l i n e  c o s t  t h e  s a m e  
f o r  e v e r y  e m p l o y e e  i n  a  d u t y  s t a t i o n ,  r e g a r d l e s s  o f  i n c o m e .  C o n s e q u e n t l y ,  
t h e r e  i s  a  s t r o n g  e q u i t y  a r g u m e n t  f o r  p a y i n g  e v e r y  a f f e c t e d  e m p l o y e e  a  d i f f e r ­
e n t i a l  v / h i c h  i s  s e p a r a t e  a n d  a p a r t  f r o m  t h e  e m p l o y e e ' s  e a r n i n g  l e v e l .  T h e  
S t a t e  u s e s  o n e  m e t h o d  o f  d o i n g  s o  i n  i t s  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t  w i t h  
t h e  L a b o r ,  T r a d e s  a n d  C r a f t s  b a r g a i n i n g  u n i t .

T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  s u p p o r t s  S e c t i o n  4 . W e  f u r t h e r  s u p p o r t  t h e  
c o m m i t m e n t  o f  t h e  l e g i s l a t u r e  t o  r e v i e w  t h e  i s s u e  o r i c e  t h e  s t u d y  o f  g e o g r a p h i c  
d i f f e r e n t i a l  f u n d e d  b y  t h e  l e g i s l a t u r e  i n  1984  i s  a v a i l a b l e .  W e  b e l i e v e  t h a t  
w o u l d  b e  a n  a p p r o p r i a t e  t i m e  t o  a d d r e s s  t h e  q u e s t i o n  o f  a n  i n f l a t i o n / d e f l a t i o n  
f a c t o r  f o r  t h e  $ 30,000  l i m i t .

T h e  D e p a r t m e n t  h a s  a  c o n c e r n  w i t h  t h e  e f f e c t i v e  d a t e  o f  S e c t i o n  4 .  I t  i s  
i m p o s s i b l e  t o  p u t  t h e  p r o v i s i o n s  i n t o  e f f e c t  t h e  d a y  a f t e r  t h e  G o v e r n o r  s i g n s  
t h e  B i l l .  C o m p u t e r  s y s t e m  c h a n g e s  w i l l  t a k e  t i m e .  T h e  p r o s p e c t  o f  m a n u a l l y  
a d j u s t i n g  t h e  p a y  f o r  e a c h  e m p l o y e e  a f f e c t e d  i m m e d i a t e l y  w o u l d  r e q u i r e  a d d i ­
t i o n a l  s t a f f  b e y o n d  t h e  n e e d s  s h o w n  i n  t h e  f i s c a l  n o t e .  T h e  a l t e r n a t i v e  
p r o s p e c t  o f  m a i n t a i n i n g  t w o  a u t o m a t e d  s y s t e m s ,  o n e  f o r  t h o s e  a f f e c t e d  i m m e d ­
i a t e l y  a n d  o n e  f o r  t h o s e  a f f e c t e d  w i t h  f u t u r e  c o l l e c t i v e  b a r g a i n i n g  a g r e e ­
m e n t s ,  i s  a l s o  m o r e  c o s t l y .  F i n a l l y ,  t h e r e  i s  a n  e q u i t y  c o n s i d e r a t i o n .  O n l y  
a p p r o x i m a t e l y  93 e m p l o y e e s  w i l l  b e  a f f e c t e d  i m m e d i a t e l y .  T n e  v a s t  b u l k  o f  
e m p l o y e e s ,  t h o s e  i n  t h e  G e n e r a l  G o v e r n m e n t  a n d  S u p e r v i s o r y  ) a r g a i n i n g  u n i t s ,  
w i l l  n o t  b e  a f f e c t e d  u n t i l  J a n u a r y  1 , 1987 ,  u n d e r  c u r r e n t  c o l l e c t i v e  
b a r g a i n i n g  a g r e e m e n t s .  B y  t h a t  t i m e ,  t h e  l e g i s l a t u r e  w i l l  h a v e  p r o b a b l y  
r e v i e w e d  t h e  i s s u e  u n d e r  S e c t i o n  7 . T h e  D e p a r t m e n t  u r g e s  t h e  a d o p t i o n  o f  a n  
e f f e c t i v e  d a t e  f o r  S e c t i o n  4 t h a t  w i l l  a l l o w  u n i f o r m  a n d  w e l l - p l a n n e d  
i m p l e m e n t a t i o n  o f  t h i s  p r o v i s i o n .  A n  e f f e c t i v e  d a t e  o f  J a n u a r y  1 ,  1987 ,  w o u l d  
b e  m o s t  e q u i t a b l e .  H o w e v e r ,  J a n u a r y  1 ,  1986 ,  w o u l d  a l l o w  s u f f i c i e n t  t i m e  f o r  
a n  o r d e r l y  i m p l e m e n t a t i o n .

T h e  D e p a r t m e n t  a l s o  h a s  a  c o n c e r n  a b o u t  s p e c i f y i n g  a  s p e c i f i c  d o l l a r  l i m i t .
A t  t h e  p r e s e n t  t i m e ,  t h e r e  i s  n o  r a n g e  a n d  s t e p  o n  a n y  s c h e d u l e  t h a t  c o r r e ­
s p o n d s  t o  e x a c t l y  $ 30,000  p e ,  y e a r .  I t  w o u l d  b e  a d m i n i s t r a t i v e l y  c u m b e r s o m e  
t o  w o r k  f r o m  a  f i x e d  d o l l a r  a m o u n t  v e r s u s  u s i n g  e x i s t i n g  p a y  s c h e d u l e s  a s  t h e  
S t a t e ' s  a u t o m a t e d  p a y  p r o c e s s e s  a r e  p r o g r a m m e d  t o  u s e  e x i s t i n g  s c h e d u l e s .  W e  
t h e r e f o r e  r e c o m m e n d  t h a t  t h e  s e c o n d  s e n t e n c e  o f  S e c t i o n  4 b e  a m e n d e d  t o  r e a d :  
" I f  t h e  e m p l o y e e ' s  b a s i c  a n n u a l  s a l a r y  i s  g r e a t e r  t h a n  $3 0 , 0 0 0 ,  t h e n  t h e  
e m p l o y e e ' s  p a y  s t e p  d i f f e r e n t i a l  s h a l l  b e  c a l c u l a t e d  o n  t h e  h i g h e s t  r a n g e  a n d  
s t e p  t h a t  d o e s  n o t  e x c e e d  $3 0 , 0 0 0 . "

M e r i t  P r i n c i p l e

S e c t i o n s  3 a n d  13 d e a l  w i t h  t h e  m e r i t  p r i n c i p l e  o f  e m p l o y m e n t .  S e c t i o n  3 a d d s  
a  s i x t h  s p e c i f i c  f a c t o r  i n c l u d e d  w i t h i n  t h e  m e r i t  p r i n c i p l e .  S e c t i o n  13 
p r o v i d e s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .
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S e c t i o n  3 p r o v i d e s  t h a t  t h e  m e r i t  p r i n c i p l e  o f  e m p l o y m e n t  i n c l u d e s  c l a s s i f i c a ­
t i o n  a n d  p a y  p l a n s  f r e e  o f  r a c e  o r  s e x  b i a s e s  a n d  a  s i n g l e  s e t  o f  c l a s s i f i c a ­
t i o n  c r i t e r i a .  T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  s u p p o r t s  t h i s  p r o v i s i o n .  T h e  
l e g i s l a t u r e  p r o v i d e d  $ 500,000  i n  f u n d i n g  i n  1983 f o r  d e v e l o p m e n t  o f  a  n e w  
c l a s s i f i c a t i o n  s y s t e m .  R e c o m m e n d a t i o n s  w i l l  b e  m a d e  t o  G o v e r n o r  S h e f f i e l d  i n  
A u g u s t  f o r  t h e  i m p l e m e n t a t i o n  o f  a  c l a s s i f i c a t i o n  s y s t e m  u s i n g  a  s i n g l e  s e t  o f  
f a c t o r s .

R e t i r e m e n t  C h a n g e s

S e c t i o n s  5 ,  6 ,  9 a n d  12 p r o p o s e  a m e n d m e n t s  t o  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  
S y s t e m .

T h e  a m e n d m e n t s  i n  S e c t i o n s  5 a n d  6 a r e  t o  c a l c u l a t e  r e t i r e m e n t  b e n e f i t s  u s i n g  
s a l a r i e s  i n c l u d i n g  g e o g r a p h i c  d i f f e r e n t i a l s  o n l y  i f  50% o r  m o r e  o f  t h e  c r e d i t e d  
s e r v i c e  w a s  a t  a  l o c a t i o n  w h e r e  a  c o m p a r a b l e  g e o g r a p h i c  d i f f e r e n t i a l  v / a s  p a i d .  
O n l y  S t a t e  e m p l o y e e s  a r e  a f f e c t e d  ( t h e r e  a r e  n o  k n o w n  g e o g r a p h i c  d i f f e r e n t i a l s  
w i t h i n  t h e  p a r t i c i p a t i n g  p o l i t i c a l  s u b d i v i s i o n s ) .  T h e s e  S e c t i o n s  w o u l d  a l s o  
p r o v i d e  f o r  r e f u n d i n g  a n y  c o n t r i b u t i o n s  p a i d  o n  a r e a  d i f f e r e n t i a l  i f  t h e  
s a l a r y  u s e d  f o r  b e n e f i t  c a l c u l a t i o n  d o e s  n o t  i n c l u d e  a r e a  d i f f e r e n t i a l .

S e c t i o n  9 m a k e s  t h e  p r o v i s i o n  a p p l i c a b l e  o n l y  t o  e m p l o y e e s  h i r e d  a f t e r  t h e  
e f f e c t i v e  d a t e  o f  t h e  a m e n d m e n t s .  S e c t i o n  12 m a k e s  t h e  e f f e c t i v e  d a t e  
J a n u a r y  1 ,  1987 .

P o s i t i o n

S e c t i o n s  5 a n d  6 w o u l d  n o t  a f f e c t  c u r r e n t  e m p l o y e e s ;  t h e r e f o r e  t h e  i m m e d i a t e  
i m p a c t  w i l l  b e  r e l a t i v e l y  s m a l l .  T h e  l o n g - t e r m  i m p a c t  w i l l  b e  g r e a t e r  b e c a u s e  
o f  t h e  r e q u i r e m e n t  t o  c a l c u l a t e  r e t i r e m e n t  b e n e f i t s  d i f f e r e n t l y  f o r  e m p l o y e e s  
h i r e d  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  B i l l .

T h e  c o m p u t e r  p r o g r a m s  o f  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  w i l l  n e e d  
r e v i s i o n  t o  a c c o m m o d a t e  t h e  p r o p o s e d  c h a n g e s  t o  t h e  m e t h o d  o f  c a l c u l a t i n g  
r e t i r e m e n t  b e n e f i t s  a n d  r e f u n d s  f o r  e m p l o y e e s  h i r e d  b e f o r e  t h e  e f f e c t i v e  d a t e  
o f  t h i s  B i l l .  T h e s e  c o s t s  w o u l d  b e  s u b s t a n t i a l  r e l a t i v e  t o  t h e  p e r c e i v e d  c o s t  
s a v i n g s ;  t h e  n e t  e f f e c t  w o u l d  b e  a  s m a l l  c o s t  t o  t h e  S t a t e .  ( S e e  D i v i s i o n  o f  
R e t i r e m e n t  a n d  B e n e f i t s '  F i s c a l  N o t e . )

I n  t e r m s  o f  c o m p u t i n g  r e t i r e m e n t  b e n e f i t s ,  S e c t i o n  5 w o u l d  r e q u i r e  t h e  S t a t e  
t o  t r a c k  r e t i r e m e n t  c o n t r i b u t i o n s  o n  b a s e  s a l a r i e s  s e p a r a t e l y  f r o m  c o n t r i b u ­
t i o n s  r e l a t e d  t o  t h e  c o s t - o f - l i v i n g  d i f f e r e n t i a l  o n l y .  T h e  c u r r e n t  b e n e f i t  
c a l c u l a t i o n  i s  p e r f o r m e d  m a n u a l l y  a n d  r e q u i r e s  t h e  S t a t e  t o  i d e n t i f y  t h e  
n u m b e r  o f  y e a r s  o f  c r e d i t a b l e  s e r v i c e  a n d  t h e  t h r e e  h i g h e s t  p a i d  y e a r s  f o r  
d e t e r m i n i n g  b e n e f i t  a m o u n t s .  A m e n d i n g  t h e s e  r e t i r e m e n t  s e c t i o n s  w o u l d  s i g n i f ­
i c a n t l y  c o m p l i c a t e  t h e  s y s t e m  a n d  w o u l d  a c t u a l l y  i n c r e a s e  e m p l o y e r  c o s t s ,  n o t  
r e d u s e  c o s t s .
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T h e  D e p a r t m e n t  m a i n t a i n s  a  n e u t r a l  p o s i t i o n  o n  t h e  r e t i r e m e n t  p r o v i s i o n s ;  
h o w e v e r ,  w e  r e c o g n i z e  t h a t  a m e n r i - i n g  t h e s e  r e t i r e m e n t  s e c t i o n s  w o u l d  s i g n i f i ­
c a n t l y  c o m p l i c a t e  t h e  s y s t e m  w i t h o u t  a c h i e v i n g  c o s t  s a v i n g s  o r  a  s i g n i f i c a n t  
p r o g r a m  i m p a c t .

x ld / X f r i- i i  V )  v
F r a n k  R a y e ,  D i r e c t o r  J  

D i v i s i o n  o f  P e r s o n n e l ' '

K e n n e t h  B i s c h o f f ,  D i r e c  
D i v i s i o n  o f  F i n a n c e

C o m m i s s i o n e r  L i s a  
D e p a r t m e n t  o f  A d m i n i s t r a t i o n

D a t e
L] _ A

D a t e

D a t e
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S e c t i o n a l  a n a l y s i s  o f  C S S B  207 (Fin)

S e n a t o r  J a n  F a i k s  a n d  S e n a t o r  J o h n  S a c k e t t  
C o - c h a i r ,  S e n a t e  F i n a n c e  C o m m i t t e e

T e r e s a  B. C r a m e r  
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  f o r  a sectional, a n a l y s i s  o f  C S S B  207 ( F i n ) , 
r e l a t i n g  to p u b l i c  e m p l o y e e s .

S e c t i o n  1 f o r b i d s  the state, i n c l u d i n g  t h e  e x e c u t i v e ,  l e g i s -  
l a t i v e , J u d i c i a l  b r a n c h e s  a n d  t h e  U n i v e r s i t y  o f  A l a s k a ,  f r o m  
m a k i n g  c h a n g e s  to p o s i t i o n s ,  j o b  c l a s s e s ,  or s a l a r i e s  as 
l i s t e d  in the s e c t i o n .  As e x p l a i n e d  in m y  m e m o  o f  M a r c h  13, 
the r e g u l a t i o n  of  e m p l o y m e n t  p r a c t i c e s  m a y  b e  v i e w e d  as a 
l e g i s l a t i v e  i n f r i n g e m e n t  on  the p o w e r  o f  the g o v e r n o r ,  the 
c h i e f  j u s t i c e  o f  the S u p r e m e  C o u r t ,  a n d  the b o a r d  o f  r e ­
g e n t s  .

S e c t i o n  3 7 . 0 7 . 0 8 7  r e q u i r e s  d e p a r t m e n t s  to p r o v i d e  i n f o r m a­
t i o n  o n  P C N 's to the O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  a n d  to 
r e v i s e  th a t  i n f o r m a t i o n  b a s e d  o n  c u r r e n t  b u d g e t  
a u t h o r i z a t i o n .  T h e  d e p a r t m e n t s  m a y  n o t  c h a n g e  t h e  l i s t  u n ­
le s s  t h e  d i v i s i o n  of b u d g e t  r e v i e w  i n  O M B  c o n c u r s .

S e c t i o n  2 i n c l u d e s  d e t e r m i n a t i o n  o f  j o b  w o r t h  b a s e d  o n  a 
s i n g l e  s e t  o f  c r i t e r i a  w i t h i n  t h e  m e r i t  p r i n c i p l e  of  e m p l o y­
me n t .

S e c t i o n  3 l i m i t s  the a m o u n t  t h a t  a n  e m p l o y e e  m a y  r e c e i v e  as 
a p a y  s t e p  d i f f e r e n t i a l ,  T h e  m a x i m u m  d i f f e r e n t i a l  w o u l d  b e  
c a l c u l a t e d  o n  a b a s i c  s a l a r y  o f  $ 3 0 , 0 0 0 .

S e c t i o n  4 a n d  5 r e q u i r e  an e m p l o y e e  to m a k e  c o n t r i b u t i o n s  to 
the F u b l i c  E m p l o y m e n t  R e t i r e m e n t  S y s t e m  b a s e d  o n  the^ 
e m p l o y e e ' s  e n t i r e  c o m p e n s a t i o n  i n c l u d i n g  a c o s t - o f - l i v i n g  
d i f f e r e n t i a l .  H o w e v e r ,  the e m p l o y e e ' s  b e n e f i t s  w i l l  be



S e n a t e  F i n a n c e  C o m m i t t e e  

A p r i l  11, 1985
P a p e  2

b a s e d  o n  t h e  e n t i r e  c o m p e n s a t i o n  o n l y  i f  t h e  e m p l o y e e  
r e c e i v e d  a c o m p a r a b l e  c o s t - o f - l i v i n g  d i f f e r e n t i a l  f o r  at 
l e a s t  50 p e r c e n t  o f  the e m p l o y e e ' s  c r e d i t e d  s e r v i c e .  If  the 
e m p l o y e e  d o e s  n o t  r e c e i v e  b e n e f i t s  b a s e d  on  s a l a r y  i n c l u d i n g  
c o s t - o f - l i v i n g  d i f f e r e n t i a l s ,  t h e n  the d i v i s i o n  m u s t  r e f u n d  
t h e  a m o u n t  o f  c o n t r i b u t i o n s  the e m p l o y e e  m a d e  f o r  t h e  
d i f f e r e n t i a l s .  T h e s e  s e c t i o n s  r a i s e  e q u a l  p r o t e c t i o n  
q u e s t i o n s .  (See m e m o  of  A p r i l  1, 1985.)

S e c t i o n  6 r e q u i r e s  t h a t  t h e  l e g i s l a t u r e  r e v i e w  g e o g r a p h i c  
p a y  s t e p  d i f f e r e n t i a l s  a f t e r  r e l e a s e  o f  a s t a t e  s t u d y  on the 
subj e c t .

S e c t i o n  7 r e q u i r e s  t h e  d i v i s i o n  of  b u d g e t  r e v i e w  in 0 M B  to 
d e v e l o p  a m a s t e r  p o s i t i o n  c o n t r o l  s y s t e m  t h a t  c a n  m a t c h  
p e r m a n e n t  p o s i t i o n s  a g a i n s t  the s t a t e ' s  m a s t e r  p a y r o l l  
r e c o r d .

S e c t i o n  8 p r o v i d e s  that' t h e  a m e n d m e n t s  to t h e  P u b l i c  
E m p l o y e e s ' R e t i r e m e n t  S y s t e m  o n l y  a p p l y  to m e m b e r s  f i r s t  
h i r e d  a f t e r  t h e  e f f e c t i v e  d a t e  o f  the s e c t i o n s  a m e n d i n g  the 
PEP.S. ( J a n u a r y  1, 1987.)

S e c t i o n  9 p r o v i d e s  t h a t  t h e  b i l l  d o e s  n o t  t e r m i n a t e  o r  
m o d i t y  a c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  t h a t  w a s  in e f f e c t  
o n  the e f f e c t i v e  d a t e  e s t a b l i s h e d  i n  s e c t i o n  11.

S e c t i o n  10 is a n  e f f e c t i v e  d a t e  f o r  s e c t i o n s  4, 5, a n d  8.

S e c t i o n  11 p r o v i d e s  t h a t  the b ill, e x c e p t  f o r  s e c t i o n s  4, 5, 
a n d  8, t a k e s  e f f e c t  i m m e d i a t e l y .

If I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T C : o j b  
J l 3/081
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S U B J E C T :

TO:

FROM:

S e c t i o n a l  a n a l y s i s  o f  S B . 207

S e n a t o r  J a n  F a i k s  a n d  S e n a t o r  J o h n  S a c k e t t  
C o - c h a i r ,  S e n a t e  F i n a n c e  C o m m i t t e e

T e r e s a  B. C r a m e r  
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  f o r  a s e c t i o n a l  a n a l y s i s  o f  SB 207, r e l a t i n g  to 
p u b l i c  e m p l o y e e s .

S e c t i o n  1 a m e n d s  t h e  P u b l i c  E m p l o y m e n t  R e l a t i o n s  A c t  to 
p r o h i b i t  i n c l u d i n g  g e o g r a p h i c  c o s t - o f - l i v i n g  a d j u s t m e n t s  in 
b a s i c  s a l a r y  w h e n  c a l c u l a t i n g  o v e r t i m e  c o m p e n s a t i o n  or o t h e r  
s a l a r y  a d j u s t m e n t s .

S e c t i o n  2 l i m i t s  t h e  a m o u n t  that a n  e m p l o y e e  m a y  r e c e i v e  as 
a p a y  st e p  d i f f e r e n t i a l .  T h e  m a x i m u m  d i f f e r e n t i a l  w o u l d  b e  
c a l c u l a t e d  o n  a b a s i c  s a l a r y  o f  $ 3 0 , 0 0 0 .

S e c t i o n s  3 a n d  9 r e q u i r e  that o v e r t i m e  c o m p e n s a t i o n  for 
s t a t e  e m p l o y e e s  be  c a l c u l a t e d  on a n  e m p l o y e e ' s  b a s i c  s a l a r y  
b e f o r e  the a d d i t i o n  o f  a n y  a d j u s t m e n t s ,  i n c l u d i n g  p a y  st e p  
d i f f e r e n t i a l s  or  s h i f t  d i f f e r e n t i a l s .  S e c t i o n  9 p r o v i d e s  
t h a t  s e c t i o n  3 t a k e s  e f f e c t  on  J a n u a r y  1, 1987.

S e c t i o n  4 a n d  5 r e q u i r e  a n  e m p l o y e e  to m a k e  c o n t r i b u t i o n s  to 
the P u b l i c  E m p l o y m e n t  R e t i r e m e n t  S y s t e m  on t h e  e m p l o y e e ' s  
e n t i r e  c o m p e n s a t i o n  i n c l u d i n g  a c o s t - o f - l i v i n g  d i f f e r e n t i a l .  
H o w e v e r ,  the e m p l o y e e ' s  b e n e f i t s  w i l l  b e  b a s e d  on  the e n t i r e  
c o m p e n s a t i o n  o n l y  i f  the e m p l o y e e  r e c e i v e d  a c o m p a r a b l e  
c o s t - o f - l i v i n g  d i f f e r e n t i a l  f o r  at l e a s t  50 p e r c e n t  o f  the 
e m p l o y e e ' s  c r e d i t e d  s e r v i c e .  If  the e m p l o y e e  do e s  n o t  
r e c e i v e  b e n e f i t s  b a s e d  o n  s a l a r y  I n c l u d i n g  c o s t - o f - l i v i n g  
d i f f e r e n t i a l s ,  t h e n  the d i v i s i o n  m u s t  r e f u n d  t h e  a m o u n t  o f  
c o n t r i b u t i o n s  t h e  e m p l o y e e  m a d e  for the d i f f e r e n t i a l s .
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S e c t i o n  6 f o r b i d s  the state, i n c l u d i n g  t h e  e x e c u t i v e ,  
l e g i s l a t i v e , j u d i c i a l  b r a n c h e s  a n d  the U n i v e r s i t y  o f  A l a s k a ,  
f r o m  m a k i n g  c h a n g e s  to p o s i t i o n s ,  j o b  c l a s s e s ,  or s a l a r i e s  
as l i s t e d  in t h e  sec t i o n .

Th e  r e g u l a t i o n  o f  e m p l o y m e n t  d e t a i l e d  in s e c t i o n  6 m a y  be 
v i e w e d  as a l e g i s l a t i v e  i n f r i n g e m e n t  o n  t h e  e x e c u t i v e  p o w e r  
of the g o v e r n o r ,  the p o w e r  to a d m i n i s t e r  c o u r t s  a s s i g n e d  to 
the c h i e f  j u s t i c e  of t h e  S u p r e m e  Co u r t ,  a n d  the p o w e r  to 
g o v e r n  t h e  U n i v e r s i t y  o f  A l a s k a  g i v e n  to t h e  b o a r d  of 
r e g e n t s .

The l e g i s l a t u r e  c l e a r l y  can l i m i t  the a m o u n t  o f  m o n e y  that 
t h e s e  c o o r d i n a t e  b r a n c h e s  o f  g o v e r n m e n t  m a y  s p e n d  o n  p e r s o n­
al s e r v i c e s .  W h e t h e r  the l e g i s l a t u r e  c a n  l i m i t  the w a y  in 
w h i c h  this m o n e y  is s p e n t  as e x t e n s i v e l y  as this s e c t i o n  
p r o v i d e s  is o p e n  to q u e s t i o n .

T h e r e  is a l s o  a p r o b l e m  a b o u t  i m p l e m e n t i n g  the l i m i t a t i o n  o n  
m e r i t  i n c r e a s e s .  U n d e r  the c o n t r a c t s  n e g o t i a t e d  b y  the 
s t a t e  a n d  the A l a s k a  P u b l i c  E m p l o y e e s  1 A s s o c i a t i o n  for the 
G e n e r a l  G o v e r n m e n t  U n i t  a n d  the S u p e r v i s o r y  Unit, the s t a t e  
m a y  be r e q u i r e d  to p r o v i d e  a s y s t e m  o f  " p e r f o r m a n c e  
i n c e n t i v e s "  f o r  e m p l o y e e s  in t h o s e  u n i t s .  A r t i c l e  IV, 
s e c t i o n
2, o f  e a c h  o f  t h o s e  c o n t r a c t s
c o n t a i n s  l a n g u a g e  o n  " p e r f o r m a n c e  i n c e n t i v e s " :

P e r f o r m a n c e  i n c e n t i v e s  s h a l l  be  b a s e d  u p o n  the a p p o i n t­
ing a u t h o r i t y ' s  e v a l u a t i o n  of  a n  e m p l o y e e ' s  p e r f o r m­
ance. A  p e r f o r m a n c e  i n c e n t i v e  o f  o n e  s t e p  in the 
s a l a r y  r a n g e  m a y  b e  g i v e n  to an E m p l o y e e  w h o  has r e­
c e i v e d  an  o v e r a l l  p e r f o r m a n c e  e v a l u a t i o n  of 
" A c c e p t a b l e "  or b e t t e r  on t h e  E m p l o y e e ' s  m e r i t  a n n i v e r­
sa r y  date.

an d

T h e  E m p l o y e r  w i l l  n o t  e s t a b l i s h  a q u o t a  or  p e r c e n t a g e  
s y s t e m  to d e t e r m i n e  the n u m b e r  o f  p e r f o r m a n c e  i n c r e a s e s  
g r a n t e d ,  b u t  the p a r t i e s  a g r e e  to a c c e p t  the s t a n d a r d s  
p r o v i d e d  in G G  7 7 - 3 6  d a t e d  S e p t e m b e r  27, 1979, for 
d e t e r m i n i n g  t h e  g r a n t i n g  or n o t  g r a n t i n g  o f  p e r f o r m a n c e  
i n c r e a s e s .

The text cited, GGU 77-36, is a m e m o r a n d u m  from Sandra
Withers, d i r e c t o r  of the d i v i s i o n  of p e r s o n n e l  and labor
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r e l a t i o n s ,  to all p e r s o n n e l  o f f i c e r s .  It a d d r e s s e s  the 
s t a n d a r d s  th a t  a r b i t r a t o r s  h a d  f o u n d  to bo i m p r o p e r  r e a s o n s  
for d e n y i n g  a m e r i t  i n c r e a s e  a n d  h e a d s  the l i s t  w i t h  " l a c k  
of  f u n d s . "

U n d e r  t h e  s e c o n d  p a r t  o f  the c o n t r a c t  l a n g u a g e  cited, it 
c o u l d  b e  a r g u e d  t h a t  d e n y i n g  a l l  p e r f o r m a n c e  i n c r e a s e s  c o n­
s t i t u t e d  a p e r c e n t a g e  s y s t e m  for d e t e r m i n i n g  the n u m b e r  o f  
i n c r e a s e s  g r a n t e d  a n d  t h e r e f o r e  v i o l a t e d  t h a t  c l a u s e  o f  the 
c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t .  T h e  r e f e r e n c e  to the m e m o ­
r a n d u m  a n d  the m e m o r a n d u m ' s  r e f e r e n c e  to " l a c k  o f  f u n d s "  as 
a n  i n v a l i d  b a s i s  f o r  d e n y i n g  a m e r i t  i n c r e a s e  s u p p o r t s  t h a t  
a r g u m e n t .

W h i l e  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t s  a r e  s p e c i f i c a l l y  s u b­
je c t  to l e g i s l a t i v e  a p p r o p r i a t i o n  u n d e r  A S  2 3 . 4 0 . 2 1 0 ,  the 
l e g i s l a t u r e  is n o t  f r e e  to r e n e g o t i a t e  t h e  c o n t r a c t  i n  m a k ­
ing  a p p r o p r i a t i o n s .  T h e  l e g i s l a t u r e  c a n  d e t e r m i n e  the 
a m o u n t  o f  m o n e y  a v a i l a b l e  f o r  s t a t e  s a l a r i e s ,  b u t  the s t a t e  
is b o u n d  to p a y  its e m p l o y e e s  a c c o r d i n g  to t h e  t e rms o f  the 
c o n t r a c t s  it n e g o t i a t e s .  I n s u f f i c i e n t  f u n d s  w o u l d  be a 
b a s i s  for l a y o f f s  b u t  n o t  for u n i l a t e r a l l y  c h a n g i n g  the 
t e r m s  o f  the c o n t r a c t s .

S e c t i o n  7 p r o v i d e s  t h a t  t h e  a m e n d m e n t s  to the P u b l i c  
E m p l o y e e s ' R e t i r e m e n t  S y s t e m  o n l y  a p p l y  to m e m b e r s  f i r s t  
h i r e d  a f t e r  the e f f e c t i v e  d a t e  of  the s e c t i o n s  a m e n d i n g  the 
PERS. ( T hey c a r r y  a n  i m m e d i a t e  e f f e c t i v e  da t e . )

S e c t i o n  8 p r o v i d e s  t h a t  the b i l l  does n o t  t e r m i n a t e  or 
m o d i f y  a c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  t h a t  w a s  in e f f e c t  
on the e f f e c t i v e  d a t e  e s t a b l i s h e d  in s e c t i o n  10.

S e c t i o n  10 p r o v i d e s  t h a t  t h e  bill, e x c e p t  f o r  s e c t i o n  3, 
t a k e s  e f f e c t  i m m e d i a t e l y .

If I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T C:mkr
096:W K J 1 2
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S U B J E C T :  S e c t i o n a l  a n a l y s i s  o f  S B . 207

TO: S e n a t o r  J a n  F a i k s  a n d  S e n a t o r  J o h n  S a c k e t t
C o - c h a i r ,  S e n a t e  F i n a n c e  C o m m i t t e e

FROM: T e r e s a  B. C r a m e r
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  a s k e d  for a s e c t i o n a l  a n a l y s i s  o f  SB 207, r e l a t i n g  to 
p u b l i c  e m p l o y e e s .

S e c t i o n  1 a m e n d s  t h e  P u b l i c  E m p l o y m e n t  R e l a t i o n s  A c t  to 
p r o h i b i t  i n c l u d i n g  g e o g r a p h i c  c o s t - o f - l i v i n g  a d j u s t m e n t s  in 
b a s i c  s a l a r y  w h e n  c a l c u l a t i n g  o v e r t i m e  c o m p e n s a t i o n  or o t h e r  
s a l a r y  a d j u s t m e n t s .

S e c t i o n  2 l i m i t s  the a m o u n t  t h a t  a n  e m p l o y e e  m a y  r e c e i v e  as 
a p a y  s t e p  d i f f e r e n t i a l .  T h e  m a x i m u m  d i f f e r e n t i a l  w o u l d  b e  
c a l c u l a t e d  on a b a s i c  s a l a r y  o f  $ 3 0 , 0 0 0 .

S e c t i o n s  3 a n d  9 r e q u i r e  th a t  o v e r t i m e  c o m p e n s a t i o n  f o r  
s t a t e  e m p l o y e e s  be c a l c u l a t e d  on. a n  e m p l o y e e ' s  b a s i c  s a l a r y  
b e f o r e  the a d d i t i o n  o f  a n y  a d j u s t m e n t s ,  i n c l u d i n g  p a y  s t e p  
d i f f e r e n t i a l s  o r  s h i f t  d i f f e r e n t i a l s .  S e c t i o n  9 p r o v i d e s  
t h a t  s e c t i o n  3 t a k e s  e f f e c t  o n  J a n u a r y  1, 1987.

S e c t i o n  A a n d  5 r e q u i r e  an  e m p l o y e e  to m a k e  c o n t r i b u t i o n s  to 
the P u b l i c  E m p l o y m e n t  R e t i r e m e n t  S y s t e m  o n  t h e  e m p l o y e e ' s  
e n t i r e  c o m p e n s a t i o n  i n c l u d i n g  a c o s t - o f - l i v i n g  d i f f e r e n t i a l .  
H o w e v e r ,  t h e  e m p l o y e e ' s  b e n e f i t s  w i l l  b e  b a s e d  o n  t h e  e n t i r e  
c o m p e n s a t i o n  o n l y  if the e m p l o y e e  r e c e i v e d  a c o m p a r a b l e  
c o s t - o f - l i v i n g  d i f f e r e n t i a l  f o r  at l e a s t  50 p e r c e n t  o f  the 
e m p l o y e e ' s  c r e d i t e d  s e r v i c e .  If  t h e  e m p l o y e e  d o e s  n o t  
r e c e i v e  b e n e f i t s  b a s e d  on  s a l a r y  i n c l u d i n g  c o s t - o f - l i v i n g  
d i f f e r e n t i a l s ,  then' the d i v i s i o n  m u s t  r e f u n d  the a m o u n t  o f  
c o n t r i b u t i o n s  the e m p l o y e e  m a d e  f o r  t h e  d i f f e r e n t i a l s .
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S e c t i o n  6 f o r b i d s  the state, i n c l u d i n g  t h e  e x e c u t i v e ,  
l e g i s l a t i v e , j u d i c i a l  b r a n c h e s  a n d  the U n i v e r s i t y  of  A l a s k a ,  
f r o m  m a k i n g  c h a n g e s  to p o s i t i o n s ,  j o b  c l a s s e s ,  or s a l a r i e s  
as l i s t e d  in the s e c t i o n .

T h e  r e g u l a t i o n  o f  e m p l o y m e n t  d e t a i l e d  in s e c t i o n  6 m a y  be 
v i e w e d  as a l e g i s l a t i v e  i n f r i n g e m e n t  o n  the e x e c u t i v e  p o w e r  
of the g o v e r n o r ,  the p o w e r  to a d m i n i s t e r  c o u r t s  a s s i g n e d  to 
the c h i e f  j u s t i c e  o f  the S u p r e m e  C o u r t ,  a n d  the p o w e r  to 
g o v e r n  t h e  U n i v e r s i t y  o f  A l a s k a  g i v e n  to the b o a r d  of  
r e g e n t s .

T h e  l e g i s l a t u r e  c l e a r l y  c a n  l i m i t  t h e  a m o u n t  o f  m o n e y  th a t  
t h e s e  c o o r d i n a t e  b r a n c h e s  o f  g o v e r n m e n t  m a y  s p e n d  o n  p e r s o n­
al s e r v i c e s .  W h e t h e r  t h e  l e g i s l a t u r e  c a n  l i m i t  t h e  w a y  in 
w h i c h  t h i s  m o n e y  is s p e n t  as e x t e n s i v e l y  as this s e c t i o n  
p r o v i d e s  is o p e n  to q u e s t i o n .

T h e r e  is a l s o  a p r o b l e m  a b o u t  i m p l e m e n t i n g  the l i m i t a t i o n  o n  
m e r i t  i n c r e a s e s .  U n d e r  t h e  c o n t r a c t s  n e g o t i a t e d  b y  the 
s t a t e  a n d  the A l a s k a  P u b l i c  E m p l o y e e s '  A s s o c i a t i o n  f o r  the 
G e n e r a l  G o v e r n m e n t  U n i t  a n d  t h e  S u p e r v i s o r y  Unit, the s t a t e  
m a y  be  r e q u i r e d  to p r o v i d e  a s y s t e m  o f  " p e r f o r m a n c e  
i n c e n t i v e s "  f o r  e m p l o y e e s  in t h o s e  u n i t s .  A r t i c l e  IV, 
s e c t i o n
2, o f  e a c h  of  t h o s e  c o n t r a c t s
c o n t a i n s  l a n g u a g e  o n  " p e r f o r m a n c e  i n c e n t i v e s " :

P e r f o r m a n c e  i n c e n t i v e s  s h a l l  b e  b a s e d  u p o n  the a p p o i n t­
ing a u t h o r i t y ' s  e v a l u a t i o n  o f  a n  e m p l o y e e ' s  p e r f o r m­
ance. A  p e r f o r m a n c e  i n c e n t i v e  o f  o n e  s t e p  in the 
s a l a r y  r a n g e  m a y  b e  g i v e n  to a n  E m p l o y e e  w h o  h a s  r e ­
c e i v e d  an o v e r a l l  p e r f o r m a n c e  e v a l u a t i o n  of 
" A c c e p t a b l e "  or b e t t e r  on  t h e  E m p l o y e e ' s  m e r i t  a n n i v e r­
sa r y  date.

a n d

T h e  E m p l o y e r  w i l l  n o t  e s t a b l i s h  a q u o t a  or  p e r c e n t a g e  
s y s t e m  to d e t e r m i n e  the n u m b e r  o f  p e r f o r m a n c e  i n c r e a s e s  
grant 2d, b u t  the p a r t i e s  a g r e e  to a c c e p t  the s t a n d a r d s  
p r o v i d e d  i n  G G  7 7 - 3 6  d a t e d  S e p t e m b e r  27, 1979, for 
d e t e r m i n i n g  the g r a n t i n g  or  n o t  g r a n t i n g  of  p e r f o r m a n c e  
i n c r e a s e s .

The text cited, GGU 77-36, is a m e m o r a n d u m  f r o m  Sandra
Withers, d i r e c t o r  of the d i v i s i o n  of p e r s o n n e l  and labor
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r e l a t i o n s ,  to a l l  p e r s o n n e l  o f f i c e r s .  It a d d r e s s e s  the 
s t a n d a r d s  t h a t  a r b i t r a t o r s  had' f o u n d  to be i m p r o p e r  r e a s o n s  
f o r  d e n y i n g  a m  r i t  i n c r e a s e  a n d  h e a d s  the li s t  w i t h  " l a c k  
o f  f u n d s . "

U n d e r  t h e  s e c o n d  p a r t  o f  the c o n t r a c t  l a n g u a g e  cited, it 
c o u l d  b e  a r g u e d  t h a t  d e n y i n g  a l l  p e r f o r m a n c e  i n c r e a s e s  c o n­
s t i t u t e d  a p e r c e n t a g e  s y s t e m  f o r  ' d e t e r m i n i n g  the n u m b e r  o f  
i n c r e a s e s  g r a n t e d  a n d  t h e r e f o r e  v i o l a t e d  t h a t  c l a u s e  o f  the, 
c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t .  T h e  r e f e r e n c e  to the m e m o ­
r a n d u m  a n d  the m e m o r a n d u m ' s  r e f e r e n c e  to " l a c k  of f u n d s "  as 
a n  i n v a l i d  b a s i s  for d e n y i n g  a m e r i t  i n c r e a s e  s u p p o r t s  th a t  
a r g u m e n t .

W h i l e  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t s  a r e  s p e c i f i c a l l y  s u b­
j e c t  to l e g i s l a t i v e  a p p r o p r i a t i o n  u n d e r  A S  2 3 . 4 0 . 2 1 0 ,  the 
l e g i s l a t u r e  is n o t  f r e e  to r e n e g o t i a t e  the c o n t r a c t  i n  m a k ­
in g  a p p r o p r i a t i o n s .  T h e  l e g i s l a t u r e  c a n  d e t e r m i n e  the 
a m o u n t  o f  m o n e y  a v a i l a b l e  f o r  s t a t e  s a l a r i e s ,  b u t  the s t a t e  
is b o u n d  to p a y  its e m p l o y e e s  a c c o r d i n g  to the t e rms o f  the 
c o n t r a c t s  it n e g o t i a t e s .  I n s u f f i c i e n t  f u n d s  w o u l d  be a 
b a s i s  f o r  l a y o f f s  b u t  n o t  for u n i l a t e r a l l y  c h a n g i n g  the 
t e r m s  o f  the c o n t r a c t s .

S e c t i o n  7 p r o v i d e s  th a t  the a m e n d m e n t s  to t h e  P u b l i c  
E m p l o y e e s 1 R e t i r e m e n t  S y s t e m  o n l y  a p p l y  to m e m b e r s  f i r s t  
h i r e d  a f t e r  the e f f e c t i v e  d a t e  of  t h e  s e c t i o n s  a m e n d i n g  the 
PERS. ( T h e y  c a r r y  an i m m e d i a t e  e f f e c t i v e  date.)

S e c t i o n  8 p r o v i d e s  t h a t  the b i l l  d o e s  n o t  t e r m i n a t e  or 
m o d i f y  a c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  t h a t  w a s  in e f f e c t  
o n  t h e  e f f e c t i v e  d a t e  e s t a b l i s h e d  i n  s e c t i o n  10.

S e c t i o n  10 p r o v i d e s  t h a t  the b i l l ,  e x c e p t  f o r  s e c t i o n  3, 
t a k e s  e f f e c t  i m m e d i a t e l y .

If I m a y  b e  of  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T C : m k r
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SENATE AMENDMENT

By SACKETT
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amend SENATE BILL No. 
HOUSE BILL No.

207

Pa g e : LlNE. 5 a<3j  a new s e c t i o n  to  r e a d :

S E V E R A B IL IT Y .

I f  an y  p r o v i s i o n  o f  t h i s  A c t ,  o r  t h e  a p p l i c a t i o n  t h e r e o f  to  any p e r s o n  o r  

c i r c u m s t a n c e  i s  h e ld  i n v a l i d ,  t h e  r e m a in d e r  o f  t h i s  A c t  and t h e  a p p l i c a t i o n  

t o  o t h e r  p e r s o n s  o r  c i r c u m s t a n c e s  s h a l l  n o t  be e f f e c t e d  u h e re b y .

RENUMBER REMAINING SECTIONS ACCORDINGLY.
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I N  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 207 ( F i n a n c e )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  an  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to c a l c u l a t i o n  o f  t h e  c o s t - o f - l i v i n g

a n d  p a y  s t e p  d i f f e r e n t i a l s  f o r  the c o m p e n s a t i o n  a n d  

r e t i r e m e n t  b e n e f i t s  o f  c e r t a i n  p u b l i c  e m p l o y e e s ;

c l a s s i f i c a t i o n  s y s t e m ;  l i m i t i n g  the s t a t e ' s  p o w e r  to 

c h a n g e  the c o s t  to t h e  s t a t e  of c o m p e n s a t i o n  for

c e r t a i n  p o s i t i o n s ;  a n d  p r o v i d i n g  f o r  an e f f e c t i v e  

d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  3 7 . 0 7  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

Sec. 3 7 . 0 7 . 0 8 5 .  L I M I T A T I O N S  O N  S T A T E  P E R S O N N E L  A C T I O N S .  (a)

U n l e s s  the b u d g e t  s p e c i f i c a l l y  p r o v i d e s  or  t h e  l e g i s l a t u r e  a p p r o v e s ,  

the s t a t e  m a y  not

(1) r e c l a s s i f y  a p o s i t i o n  to a h i g h e r  s a l a r y  r a n g e  a f t e r  

S e p t e m b e r  1, 1985 u n l e s s  the r e c l a s s i f i c a t i o n  is c o n s i s t e n t  w i t h  

p o l i c i e s  e s t a b l i s h e d  i n  A S  3 9 . 2 5 . 1 5 0 ( 1 )  f o r  a p o s i t i o n  c l a s s i f i c a t i o n  

p l a n ;

(2) c h a n g e  the s a l a r y  rctnge o f  a j o b  c l a s s  u n l e s s  the

c h a n g e  is r e q u i r e d  to c o m p l y  w i t h  AS  1 8 . 8 0 . 2 2 0 ( a ) ( 5 ) ,  A S  3 9 . 2 5 . 0 1 0  or 

3 9 . 2 5 . 1 5 0 ( 2 ) ;  or

(3) p r o m o t e  a p e r s o n  to the n e x t  s t e p  o f  a f l e x i b l y  s t a f f e d

p o s i t i o n  if the p e r s o n  w a s  f i r s t  h i r e d  in the f l e x i b l y - s t a f f e d  p o s i ­

t i o n  a f t e r  the e f f e c t i v e  d a t e  o f  t h i s  s e c t i o n .

(b) In this s e c t i o n ,  " s t a t e "  m e a n s  t h e  e x e c u t i v e ,  l e g i s l a t i v e  

a n d  j u d i c i a l  b r a n c h e s  o f  s t a t e  g o v e r n m e n t  a n d  i n c l u d e s  t h e  U n i v e r s i t y

- 1- C S S B  2 0 7 (Fin)
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Sec. 3 7 . 0 7 . 0 8 7 .  L I S T I N G  O F  F E R M A N E N T  P O S I T I O N S .  (a) O n  or 

b e f o r e  S e p t e m b e r  15 of  e a c h  y e a r ,  e a c h  d e p a r t m e n t  s h a l l  d e l i v e r  to the 

d i v i s i o n  o f  b u d g e t  r e v i e w  in  the O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  a 

li s t  o f  p e r m a n e n t  p o s i t i o n s  in the d e p a r t m e n t  on J u l y  31 of t h a t  year. 

T h e  l i s t  s h a l l  i n c l u d e  for e a c h  p o s i t i o n  the p o s i t i o n  c o n t r o l  n u m b e r  

(PCN), ti t l e ,  s a l a r y  ra n g e ,  p a y  step, l o c a t i o n ,  t i m e  s t a t u s ,  b a r g a i n­

in g  u n i t  if any, a n d  p o s i t i o n  f u n d i n g  s o u r c e .  A  d e p a r t m e n t  s hall 

r e m o v e  f r o m  the l i s t  a P C N  t h a t  is n o t  f u n d e d  a n d  s h a l l  r e v i s e  the 

l i s t i n g  o f  o t h e r  P C N ' s  to b e  c o n s i s t e n t  w i t h  the p o s i t i o n s  a u t h o r i z e d  

in the b u d g e t .  T h e  d e p a r t m e n t  s h a l l  r e p o r t  to the l e g i s l a t u r e  e a c h  

y e a r  t h e  p o s i t i o n s  r e m o v e d  f r o m  its list.

(b) A f t e r  c o n f o r m i n g  the l i s t  o f  p e r m a n e n t  p o s i t i o n s  to the 

b u d g e t ,  a d e p a r t m e n t  m a y  n o t  e s t a b l i s h  a n e w  p e r m a n e n t  F C N  or c h a n g e  

th e  s a l a r y  r a n g e ,  p a y  step, l o c a t i o n ,  or  t i m e  s t a t u s  o f  an e x i s t i n g  

P C N  u n l e s s  the d i v i s i o n  of  b u d g e t  r e v i e w  c o n c u r s .

(c) A  d e p a r t m e n t  shall, m a i n t a i n  t h e  m a s t e r  l i s t  o f  t h e  d e p a r t­

m e n t ' s  p o s i t i o n s  as an a u t o m a t e d  p o s i t i o n  a c c o u n t i n g  c o n t r o l  s y s t e m  

f i l e  in a c c o r d a n c e  w i t h  i n s t r u c t i o n s  f r o m  the O f f i c e  of  M a n a g e m e n t  and 

B u d g e t .

* Sec. 2. A S  3 9 . 2 5 . 0 1 0 ( b )  is a m e n d e d  to r e a d :

(b) T h e  m e r i t  p r i n c i p l e  of e m p l o y m e n t  i n c l u d e s  the f o l l o w i n g :

(1) r e c r u i t i n g ,  s e l e c t i n g ,  a n d  a d v a n c i n g  e m p l o y e e s  o n  the 

b a s i s  o f  t h e i r  r e l a t i v e  a b i l i t y ,  k n o w l e d g e ,  a n d  s k i l l s ,  i n c l u d i n g  o p e n  

c o n s i d e r a t i o n  o f  q u a l i f i e d  a p p l i c a n t s  f o r  i n i t i a l  a p p o i n t m e n t ;

(2) r e g u l a r  i n t e g r a t e d  s a l a r y  p r o g r a m s  b a s e d  o n  the n a t u r e  

of the w o r k  p e r f o r m e d ;

(3) r e t e n t i o n  of e m p l o y e e s  w i t h  p e r m a n e n t  s t a t u s  o n  the 

b a s i s  o f  t h e  a d e q u a c y  o f  t h e i r  p e r f o r m a n c e ,  r e a s o n a b l e  e f f o r t s  of

C S S B  2 0 7 ( F i n )  - 2 -
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t e m p o r a r y  d u r a t i o n  f o r  c o r r e c t i o n  in i n a d e q u a t e  p e r f o r m a n c e ,  and 

s e p a r a t i o n  f o r  cause;

(4) e q u a l  t r e a t m e n t  o f  a p p l i c a n t s  a n d  e m p l o y e e s  w i t h  r e g a r d  

o n l y  to c o n s i d e r a t i o n  w i t h i n  the m e r i t  p r i n c i p l e s  o f  e m p l o y m e n t ;  [AND]

(5) s e l e c t i o n  a n d  r e t e n t i o n  o f  a n  e m p l o y e e ' s  p o s i t i o n  

s e c u r e  f r o m  p o l i t i c a l  i n f l u e n c e s ; a n d

(6) c l a s s i f i c a t i o n  a n d  p a y  p l a n s  d e s i g n e d  to p r o v i d e  p a y  

e q u i t y  b y  u s i n g  j u d g m e n t s  a n d  f a c t o r s  f r e e  of  b i a s e s  b a s e d  on r a c e  or 

s ex and d e t e r m i n i n g  job w o r t h  for a l l  .job c l a s s i f i c a t i o n s  b a s e d  on a 

s i n g l e  set o f  c r i t e r i a.

* Sec. 3. A S  3 9 . 2 7 . 0 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

v'd) If a n  e m p l o y e e ' s  b a s i c  a n n u a l  s a l a r y  is n o  m o r e  th a n

V n l1"  I
' > $ 3 0 , 0 0 0 ,  the p a y  s t e p  d i f f e r e n t i a l  s h a l l  be  c a l c u l a t e d  u s i n g  the 

e m p l o y e e ' s  b a s i c  s a l a r y .  I f  t h e  e m p l o y e e ' s  b a s i c  a n n u a l  s a l a r y  is

7 $ ^
g r e a t e r  t h a n  $ 3 0 , 0 0 0 ,  t h e n  the e m p l o y e e ' s  p a y  s t e p  d i f f e r e n t i a l  s h a l l  

b e  c a l c u l a t e d  o n  the d i f f e r e n t i a l  f o r  a b a s i c  s a l a r y  o f  $ 3 0 , 0 0 0 .

* Sec. 4. A S  3 9 . 3 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. 3 9 . 3 5 . 6 7 5 .  I N C L U S I O N  O F  C O S T - O F - L I V I N G  D I F F E R E N T I A L S  IN

C O M P E N S A T I O N  A N D  B E N E F I T S .  (a) A n  e m p l o y e e  s h a l l  m a k e  c o n t r i b u t i o n s  

to the s y s t e m  b a s e d  on  c o m p e n s a t i o n  i n c l u d i n g  a c o s t - o f - l i v i n g  d i f f e r­

ent i a l .

(b) T h e  a m o u n t  o f  a c o s t - o f - l i v i n g  d i f f e r e n t i a l  m a y  n o t  b e  i n­

c l u d e d  in the e m p l o y e e ' s  c o m p e n s a t i o n  f o r  p u r p o s e s  o f  c a l c u l a t i n g  

b e n e f i t s  p a i d  u n d e r  t h i s  c h a p t e r  u n l e s s  the e m p l o y e e  h a s  r e c e i v e d  a 

c o s t - o f - l i v i n g  d i f f e r e n t i a l  in a c o m p a r a b l e  a m o u n t  or  o f  at l e a s t  that 

m a n y  s t e p s  f o r  at l e a s t  50 p e r c e n t  o f  tr a e m p l o y e e ' s  c r e d i t e d  s e r v i c e .

(c) W h e n  a n  e m p l o y e e  r e c e i v e s  a b e n e f i t ,  a n d  if  the e m p l o y e e ' s  

c o m p e n s a t i o n  f o r  p u r p o s e s  o f  c a l c u l a t i n g  the b e n e f i t  d o e s  n o t  i n c l u d e  

a c o s t - o f - l i v i n g  d i f f e r e n t i a l ,  t h e n  t h e  a d m i n i s t r a t o r  s h a l l  r e f u n d  to
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" w v i v  u / i\e \L  x  n v j iv t N .  u t v t t x  x  f t v j t u v  u r u v r  i

the e m p l o y e e  the a m o u n t  o f  c o n t r i b u t i o n s  t h e  e m p l o y e e  m a d e  b a s e d  on 

the d i f f e r e n t i a l .

(d) I a  t h i s  s e c t i o n  " c o s t - o f - l i v i n g  d i f f e r e n t i a l "  m e a n s  an

a d j u s t m e n t  to s a l a r y  b a s e d  o n  the c o s t  o f  l i v i n g  i n  t h e  g e o g r a p h i c  

r e g i o n  w h e r e  the e m p l o y e e  w o r k s  a n d  i n c l u d e s  a p a y  s t e p  d i f f e r e n t i a l  

u n d e r  A S  3 9 . 2 7 . 0 2 0 .

* Sec. 5. A S  3 9 . 3 5 . 6 8 0 ( 8 )  is a m e n d e d  to r e a d :

(8) " c o m p e n s a t i o n "  m e a n s  the t o t a l  r e m u n e r a t i o n  e a r n e d  b y  

a n  e m p l o y e e  f o r  p e r s o n a l  s e r v i c e s  r e n d e r e d ,  i n c l u d i n g  c o s t - o f - l i v i n g  

d i f f e r e n t i a l s  o n l y  as p r o v i d e d  in AS  3 9 . 3 5 . 6 7 5 , p a y m e n t s  for l eave

t h a t  is a c t u a l l y  u s e d  b y  the e m p l o y e e ,  t h e  a m o u n t  b y  w h i c h  the e m­

p l o y e e ' s  w a g e s  a r e  r e d u c e d  u n d e r  A S  3 9 . 3 0 . 1 5 0 ( c ) ,  a n d  a n y  a m o u n t  

d e f e r r e d  u n d e r  a n  e m p l o y e r - s p o n s o r e d  d e f e r r e d  c o m p e n s a t i o n  p l a n ,  bat 

d o e s  n o t  i n c l u d e  r e t i r e m e n t  b e n e f i t s ,  w e l f a r e  b e n e f i t s ,  p e r  diem, 

e x p e n s e  a l l o w a n c e s ,  w o r k e r s '  c o m p e n s a t i o n  p a y m e n t s  o r  p a y m e n t s  for 

l e a v e  n o t  u s e d  b y  the e m p l o y e e  w h e t h e r  t h o s e  l e a v e  p a y m e n t s  a r e  s c h e d­

u l e d  p a y m e n t s ,  l u m p - s u m  p a y m e n t s ,  d o n a t i o n s ,  o r  c a s h - i n s ;

* Sec. 6. T h e  l e g i s l a t u r e  s h a l l  r e v i e w  the p a y  s t e p  d i f f e r e n t i a l s

p r o v i d e d  u n d e r  A S  3 9 . 2 7 . 0 2 0  a n d  u n d e r  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t s  

b e t w e e n  the s t a t e  a n d  e m p l o y e e  b a r g a i n i n g  o r g a n i z a t i o n s  f o l l o w i n g  the 

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

s t a t e .

* Sec. 7. F y  S e p t e m b e r  15, 1985, the d i v i s i o n  o f  b u d g e t  r e v i e w  in the

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  s h a l l  d e v e l o p  a m a s t e r  p o s i t i o n  c o n t r o l  

s y s t e m  w i t h  the c a p a b i l i t y  o f  m a t c h i n g  p e r m a n e n t  p o s i t i o n s  l i s t e d  in an 

a u t o m a t e d  p o s i t i o n  a c c o u n t i n g  c o n t r o l  s y s t e m  a g a i n s t  t h e  s t a t e ' s  m a s t e r

p a y r o l l  r e c o r d .

* Sec. 8. T h e  a m e n d m e n t s  m a d e  b y  secs. 4 a n d  5 o f  t h i s  A c t  a p p l y  o n l y  

to m e m b e r s  f i r s t  h i r e d  u n d e r  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  on or 
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a f t e r  the e f f e c t i v e  d a t e  of  secs. 4 a n d  5 o f  t h i s  Act.

* Sec. 9. N o t h i n g  in t h i s  A c t  t e r m i n a t e s  o r  m o d i f i e s  a c o l l e c t i v e  

b a r g a i n i n g  a g r e e m e n t  in e x i s t e n c e  o n  t h e  e f f e c t i v e  d a t e  of secs. 1 - 3 ,  

6 a n d  7 o f  t h i s  Act.

* Sec. 10. S e c t i o n s  4, 5, a n d  8 o f  t h i s  A c t  ta k e  e f f e c t  J a n u a r y  1, 

1987.

* Sec. 11. S e c t i o n s  1 - 3 ,  6, 7 a n d  9 o f  th i s  A c t  t a k e  e f f e c t  i m m e d i­

a t e l y  in a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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S T A T E  O F  A L A S K A  I S B b  L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

Revision Date:
REQUEST
B i l l / R e s o lu t i o n  No . : so 207
T i t l e :  An Act relating to publ ic

FISCAL DETAIL
Page o f

Agency A ffected : Administration
Program Category A f fected : Finance

Sponsor: Senate Finance BRU, Program o r  Subprograms) A f fec ted :
Requestor: 5enate State Affairs
Date o f  Request: March 12, 1985
EXPENDITURCS/REVEF UES: (Thousands o f  D o l l a r s )

FY 85 FY 8b FY 87 FY 88 FY 89 FY 90
OPERATING

100 PERSONAL SERVICES 0 359.0 45.0 45.0 45.0 45.0
200 TRAVEL 0 0 0 0 0 0
300 CONTRACTUAL 0 0 0 0 0 0
400 SUPPLIES 0 0 0 0 0 0
500 EQUIPMENT 0 0 0 0 0 0
600 UNO 4 STRUCTURES 0 0 0 0 0 0
700 GRANTS, CLAIMS U 0 0 0 0 0
800 MISCELLANEOUS 0 0 0 0 0 . 0
10TAL OPERATING 0 359.0 45.0 45.0 45.0 45.0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0
FUNDING: (Thousands o f  Do!1a r s )
GENERAL FUND 0 359.0 45.0 45.0 45.0 45.0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 359.0 45.0 45.0 45.0 45.0

POSITIONS:
FULL-TIME 0 6 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page i f  necessary)

Prepared By: Ken Bischof
D iv i s ion :  Finance
Approved by Commissioner: Lisa Rudd
Agency: Department o f  Administ rat ion I

D is t r i b u t i o n  (by Agency preparing f i s c a l  no te ) :  
L eg i s l a t i v e  Finance 
L eg i s l a t i v e  Sponsor 
Requestor

- c nnr| R1 jrlnof:

Phone: <<65-221.0
Date:

Date:

t r
March 13, 1965
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I *

Fisca l Note 
SB 207

Cost Ca lcu la t ion  Summary:
One Time Costs
3 Journey leve l programmers 1 y r .
Admin Manual Update 6 employee months
Agency Tra in ing course development and 

Administering 6 employee months 
\Finance P a r t i c ip a t i o n  in Coordinat ion e f f o r t  

with a l l  o the r  a f f e c ted  groups 
(Pe rsonne l ,  Labor R e la t i on s ,  Reti rement , 
Law unions) 12 employee months

Ongoing Costs
Addit iona l Manual E f f o r t  due tc changes in 

b ene f i t  c a lc u la t i o n
1 pos i t ion  
Range 16

190.0
31 .0

31 .0

62 .0
314 .0

45 .0

9 / 3 D 1 / 0 3 1 3 - 0 5 / 3

P a g e  2 o f  4



A d d i t i o n a l  F i s c a l  N o t e  A n a l y s i s

This b i l l  as i t  app l ies  to the D iv is ion  o f  Finance would impact us 
s i g n i f i c a n t l y  as ce r ta in  prov is ions change fundamental concepts about the 
methods the s ta te  uses to pay i t s  employees. Our comments are l im i ted  to 
those areas where the s ta te  would be required to modify automated and manual 
processes in o rde r to  s a t i s f a c t o r i l y  meet the p rov is ions o f  th i s  b i l l .
SUMMARY OF PROVISIONS AFFECTING FINANCE:

A major ta rget o f  th is  l e g i s l a t i o n  i s  aimed toward changing the way in 
which cost o f  l i v i n g  d i f f e r e n t i a l s  are determined and paid . The State 
cu r ren t ly  maintains 60 separate sa la ry  schedules r e f l e c t i n g  up to 30 
s a la r y  ranges and 10 steps in each.

\
Cost o f  l i v i n g  d i f f e r e n t i a l s  have alv/ays been paid according to a 
uniform percentage (sub je c t  to ce r ta in  exceptions due to c o l l e c t i v e  
bargaining) to a l l  pay schedules. This b i l l  ( sec .  2 ( d ) )  proposes to 
place a l i d  on the maximum amount tha t  can be paid by es tab l i sh ing  a 
basic annual s a la r y  l im i t  o f  $30 ,000 .

Section 3 c f  the b i l l  would l im i t  overtime ra te  determinat ion to a 
c a lc u la t i on  based upon the basic annual s a la r y  amount.
In terms o f  computing ret i rement bene f i ts  sect ion 4 would requ i re  the 
s ta te to t rack base re t i rement con t r ibu t ions sepa ra te ly  from 
con tr ibu t ions re la ted  to the cost o f  l i v in g  d i f f e r e n t i a l  on ly .  The sta te 
would have to change bene f i t  c a lcu la t i on  a lgori thms to inc lude separate 
ca lcu la t i on s  f o r  base sa la ry  bene f i t s  and bene f i t s  based on area cost o f  
l i v i n g  d i f f e r e n t i a l s  f o r  each yea r  o f  se rv ice in o rde r to s a t i s f y  the 
prov is ions o f  sect ion 4 o f  the b i l l .  The cur rent b ene f i t  c a lc u la t i o n  is  
performed manual ly ana requ ires the s ta te  to id e n t i f y  the number o f  years 
o f  c r ed i tab le  se rv ice and the three highest paid years f o r  determining 
bene f i t  amounts. This b i l l  proposes a s i g n i f i c a n t l y  more soph is t ica ted  
approach that i f  done manual ly w i l l  be more sub jec t  to e r r o r s  and require 
s i g n i f i c a n t l y  more manual e f f o r t  than be fo re .
Section 1, 2 ,  4 -7 have immediate e f f e c t i v e  dates upon passage o f  th is
l e g i s l a t i o n .  I t  is  not f e a s i b l e  to implement the p rov is ions  o f  th i s  b i l l  
immediately. The S ta te is  cu r ren t ly  implementing a new statewide 
accounting system (AKSAS), the current pay ro l l  system i s  being modified 
to in te r f a c e  with AKSAS, there are scheduled changes to the cu r ren t  
p ay ro l l  system to accommodate the most recent la b o r  agreements, a current 
area d i f f e r e n t i a l  study is being completed which w i l l  have some impact to 
our pay ro l l  processes , and the current c l a s s i f i c a t i o n  study w i l l  a l so  
l i k e l y  have s i g n i f i c a n t  impact to our pay ro l l  p rocesses .
Implementing changes required by th is  b i l l  w i l l  need to be f l e x i b l y
scheduled to be considered along with a l l  o the r  changes that w i l l  be
l e g a l l y  and p rocedu ra l l y  required in o rde r  to keep our s ta te  pay ro l l  
processes and systems p rope r ly  funct ion ing without se rv ice  in te r r u p t i o n .

9 / 3 D 1 / 0 3 1 3 - 0 5 / 4

P a g e  3 o f  4



Summary analysis of changes and related fiscal impact:

0 Modifications to automated systems (input form changes, file changes, 
program changes, analysis and design)

* 36 employee months

* ASSUMPTIONS

State can use existing base pay schedules for each identified 
employee group (approximately 12 groups).

This bill will not attempt to change any fundamental payroll 
processes. No major change will be required to the current pay 
schedules.

This estimate does not include estimates for- data processing 

chargeback costs.

Changes required by this bill will be allowed to be scheduled 

appropriately with all other production work that is necessary to 
keep the state payroll systems properly operating.

Update State Administrative Manual to include new pay calculation changes 
for supplemental and prepay processes.

6 employee months 

Train state agencies in new payroll calculation procedures.

6 employee months

Coordination of affected groups to identify and mutually agree on intent 

of legislation (Finance, Labor Relations, Retirement, Department of Law, 
Unions, Legislature).

12 employee months

Additional ongoing manual effort to calculate benefit amounts equates to 
one additional position.

9 / 3 D 1 / 0 3 1 3 - 0 5 / 5
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S T A T E  O F  A L A S K A  1 9 8 5  L E G I S L A T I V E  S E S S I O N

F I S C A L  M O T E

Revision Date:
REQUEST
Bi 11/'Resolution No.: SB 207

Page 1 of

Title: "An Act: re lac ing to public
employees; and p r o v id in g . . . " _____
Sponsor: Finance Committee_______
Requestor-: State A f f a i r s __________
Date o f  Request: 3/1/85__________

FISCAL DETAIL 
Agency Affected department o f  Administrat ion
Program Category Af fected :__________________
_______Labor Services_______
BRU, Program or Subprogram(s) Affected:

PERS

EXPENDITURES/REVENUES: (Thousands o f  D o l l a r s )
Ooeratino FY 85 FY 86 FY 87 FY 88 FY 89 FY 90
100 Personal Svcs 1100 Rtmnt & Bnfts 110.91 r n . s i r 1 2 . 7 i [13.71 r 14. bi200 Travel 1
300 Contractual 13.1 14.1 15.3 16.5 17.8400 Sudd l ie s
500 Eauiomcnt
600 Land <\ Struct 1
700 Grants , Claims 1700 TRS Matcn 1
TOTAL OPERATING - 0 - 2.2 2.3 . . 2 . 6 2 .8 ,3 .0

CAPITAL 36.0
REVENUE

FUNDING: (Thousands o f  D o l l a r s )
GENERAL FUND f 9.91 r i o -7 i r 11. 51 f 12.51 [13.51FEDERAL FUNDS 1 .51 f ,51 r .61 r .61 [ .7 ]OTHER 48.6 13.5 14.7 13.9 17.2
TOTAL -0 - 38 .2 2.3 2 .6 2 .8 3 .0
P0STTI0NS: - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
FULL-TIME 1PART-TIME 1
TEMPORARY i
ANALYSIS: (Attach a separate page i f  necessary)

Prepared B y :J .K .  Humphreys, D i re c to r  v v . Phone: 465-4470 
D iv is ion :  Retirement & Benef i ts  fw / '  f  Date: 3/13/85
Approved by Commissioner: Lisa Rudcf^ • {& * ( $ ( $
Agency: Department o f  Administration

Date:
m -

D is t r ibu t ion  (by Agency preparing f i s c a l  note ) .  
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IV Analysis :

Senate BiT : 207 
Fisca l Note Analysis 

Prepared by D iv is ion o f  Retirement & Benefi ts 
Department o f  Administration 

March 13, 1985

P a g e  2 o f  2

With passage, sect ions fou r  and f i v e  o f  th i s  b i l l  would
p roh ib i t  che three highest consecutive years s a la r y ,
used f o r  bene f i t  ca lcu la t i on  in the Public Employees1 
Retirement System (PERS), to include any area c o s t - o f -  
l i v in g  adjustment i f  the member ha;; not received an 
area c o s t - o f - l i v i n g  d i f f e r e n t i a l  during at le a s t  50 
percent o f  the members credited se rv ice .  The b i l l  
would a l so  provide f o r  refunding any contr ibut ions paid 
on a r e a - d i f f e r e n t i a l s  i f  the s a la r i e s  used f o r  bene f i t  
c a lcu la t ion  do not include a r e a - d i f f e r e n t i a l .
I t  is  estimated that th is  b i l l  would r e s u l t  in a .002" 
reduction in the State contr ibut ion ra te  in the PERS. 
We a lso  estimate that the computer system enhancements 
needed would r e s u l t  in a one year $36,000 FY 86 cost 
and a cost o f  $13,100 fo r  FY 86 maintenance. The costs
are estimated to increase by 8% each year .
The $38.2 FY 86 costs are ca lcu la ted as fo l l ow s :
The estimated decrease in FY 86 State 
cont r ibut ion  ra te ( .002%) times the FY 86 
estimated s ta te  pay ro l l  ($544 ,046 ,592 )  [ $ 1 0 .9 ]
Plus the estimated FY 86 system
maintenance costs $13.1
Plus the estimated one year FY 86 system 
enhancement costs $36.0
Total Fy 86 estimated costs $38.2



1 IN THE SENATE . BY THE FINANCE COMMITTEE
2 SENATE BILL NO. 207
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FOURTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act en t i t l ed :  "An Act re la t ing  to public employees; and providing
7 f o r  an e f fe c t iv e  date ."
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 23 .40 .210 is  amended to read:

10 Sec. 23 .40 .210 . AGREEMENT. Upon the completion o f  negotiations
11 between an organization and a public employer, i f  a settlement is
12 reached, the employer s h a l l  reduce i t  to writ ing in the form o f  an
13 agreement. The agreement may include a term f o r  which i t  w i l l  remain
14 in e f f e c t ,  not to exceed three years. The agreement sh a l l  include a
15 pay plan designed to provide f o r  a c o s t - o f - l i v in g  d i f f e r e n t i a l  between
16 the sa la r ie s  paid employees resid ing in the state and employees resid-
17 ing outside the sta te .  The c o s t - o f - l i v in g  d i f f e r e n t i a l  or other
18 geographic c o s t - o f - l i v in g  adjustment may not be considered part o f  the
19 basic sa la ry  fo r  purposes o f ca lcu lat ing overtime compensation or
20 other sa la ry  adjustments. The plan sha l l  provide that the sa la r ies
21 paid, as o f August 26, 1977, to employees residing outside the state
22 sha l l  remain unchanged u n t i l  the d i f fe rence between those sa la r ie s  and
23 the sa la r ie s  paid employees resid ing in the state r e f l e c t s  the d i f f e r -
24 ence between the cost o f  l iv ing  in Alaska and l iv ing  in Sea t t le ,
25 Washington. The agreement sha l l  include a grievance procedure which
26 sh a l l  have binding a rb i t r a t ion  as i t s  f i n a l  step. Either party to the
27 agreement has a r ight o f  action to enforce the agreement by pe t i t ion

\28 to the labor re la t ions  agency-.
29 *  Sec. 2. AS 39 .27 .020 i s  amended by adding a n.*w subsection to read:

I n t r o d u c e d :  3 / 1 / 8 5

R e f e r r e d :  S t a t e  A f f a i r s

a n d  F i n a n c e
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1 (d) I f  an employee's basic annual sa la ry is  no more than
2 $30,000, the pay step d i f f e r e n t i a l  s h a l l  be calculated using the
3 employee's basic sa la ry .  I f  the employee's basic annual sa la ry  is
4 _ g reater than $30,000, then the employee's pay step d i f f e r e n t i a l  sha’. l
5 be calculated on the d i f f e r e n t i a l  f o r  a basic sa la ry  o f $30,000.
6 * Sec. 3. AS 39.27 is amended by adding a new section to read:
7 Sec. 39 .27 .027 . OVERTIME COMPENSATION. Overtime compensation
8 sh a l l  be calculated on the basic sa la ry  o f  an employee before the
9 addition o f any adjustments including pay 3tep d i f f e r e n t i a l s  and sh i f t

10 d i f f e r e n t i a l s .
11 * Sec. 4. AS 39.35 is amended by adding a new section to read:
12 Sec. 39 .35 .675. INCLUSION OF COST-OF-LIVING DIFFERENTIALS IN
13 COMPENSATION AND BENEFITS. (a ) An employee sha l l  make contributions
14 to the system based on compensation including a c o s t - o f - l i v in g  d i f f e r -
15 en t ia i .
16 (b) The amount- of a cost o f - l i v i n g  d i f f e r e n t i a l  may not be in-
17 eluded in the employee's compensation f o r  purposes o f ca lcu lat ing
18 benef its under this chapter unless the employee has received a cost-
19 o f - l i v i n g  d i f f e r e n t i a l  in  a comparable amount o r  o f  at least that many
20 steps f o r  at least 50 percent o f the employee's credited service.
21 (c ) When an employee receives a benef i t ,  and i f  the employee's
22 compensation f o r  purposes o f  ca lculat ing the benef it does not include
23 a c o s t - o f - l i v in g  d i f f e r e n t i a l ,  then the administrator- sh a l l  refund to
24 the employee the amount o f contributions the employee made based on
25 the d i f f e r e n t i a l .
26 (d) In this section " c o s t - o f - l i v in g  d i f f e r e n t i a l "  me..'is an
27 adjustment to sa lary based on the cost o f  l i v ing  in the geographic
28 region where the employee works and includes a pay step d i f f e r e n t i a le -

29 under AS 39.27.'020.
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1 * Sec. 5. AS 39 .35 .680 (8 )  is  amended to read:
2 (8 )  "compensation" means the t o t a l  remuneration earned by
3 an employee f o r  personal services rendered, including co s t - o f - l i v in g
4 d i f f e r e n t i a l s  only as provided in AS 39 .3 5 .6 7 5 , payments f o r  leave
5 that i s  ac tua l ly  used by the employee, the amount by which the em-
6 ployee's wages are reduced under AS 39 .30 .1 5 0 (c ) ,  and any amount
7 deferred under an employer-sponsored deferred compensation plan, but
3 does not include retirement benef i ts ,  welfare bene f i ts ,  per diem,
9 expense al lowances, workers' compensation payments or payments f o r
10 leave not used by the employee whether those leave payments are sched-
11 uled payments, lump-sum payments, donations, o r  cash-ins;
12 * Sec. 6. (a ) Unless the budget s p e c i f i c a l l y  provides or the le g i s la -
13 ture approves, the state may not
14 (1 ) r e c la s s i f y  a pos i t ion ;
15 C2) change the sa la ry range o f  a job c lass unless the change is
16 required to comply with AS 18 .8 0 .2 2 0 (a ) ( 5 ) ;
17 (3 )  pr-imote a person to the next step o f a f l e x i b l y  s ta f fed
18 posi t ion i f  the person was f i r s t  hired in the f l e x ib l y - s t a f f e d  posi t ion
19 a f t e r  the e f fec t ive  date o f this sect ion; or
20 (4 )  award a person a merit increase.
21 (b) In th is  section, "s ta te" means the executive, l e g i s l a t i v e  and
22 ju d ic i a l  branches of state government and includes the Univers ity of
23 Alaska.
24 ••• Sec. 7. The amendments made by secs. 4 and 5 o f th is Act apply only
25 to members f i r s t  hired under the Public Employees' Retirement System on or
26 a f t e r  the e f fec t iv e  date of secs. 4 and 5 o f th is  Act.
27 * Sec. 8. Nothing in th is  Act terminates or modifies a co l le c t ive
28 bargaining agreement in existence on the e f fec t ive  date o f  secs. 1, 2 and
29 4 - 7 o f th is  Act.
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1 * Sev.. 9. Section 3 o f  th is  Act takes e f fec t  January 1, 1987.
2 * Sec. 10. Sections 1, 2 and 4 - 7  o f  th is Act take e f fec t  immediately
3 in accordance with AS 01 .10 .070 (c ) .
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C r a m e r  
A/10/85 ✓

O r i g i n a l  s p o n s o r :  F i n a n c e  C o m m i t t e e

IN T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 207 ( F i n a n c e )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to c a l c u l a t i o n  o f  t h e  c o s t - o f - l i v i n g

a n d  p a y  s t e p  d i f f e r e n t i a l s  f o r  the c o m p e n s a t i o n  and 

r e t i r e m e n t  b e n e f i t s  of c e r t a i n  p u b l i c  e m p l o y e e s ;  

l i m i t i n g  t h e  s t a t e ' s  p o w e r  to c h a n g e  t h e  c o s t  to the 

s t a t e  o f  c o m p e n s a t i o n  f o r  c e r t a i n  p o s i t i o n s ;  and 

p r o v i d i n g  for an e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  3 7 . 0 7  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to r e a d :

Sec. 3 7 . 0 7 . 0 8 5 .  L I M I T A T I O N S  O N  S T A T E  P E R S O N N E L  A C T I O N S .  (a) 

U n l e s s  the b u d g e t  s p e c i f i c a l l y  p r o v i d e s  o r  the l e g i s l a t u r e  a p p r o v e s ,  

the s t a t e  m a y  n o t

(1) r e c l a s s i f y  a p o s i t i o n  to a h i g h e r  s a l a r y  r a n g e  a f t e r  

S e p t e m b e r  1, 19 8 5  u n l e s s  the r e c l a s s i f i c a t i o n  is c o n s i s t e n t  w i t h  

p o l i c i e s  e s t a b l i s h e d  in A S  3 9 . 2 5 . 1 5 0 ( 1 )  f o r  a p o s i t i o n  c l a s s i f i c a t i o n  

p l a n ;

(2) c h a n g e  the s a l a r y  r a n g e  o f  a j o b  c l a s s  u n l e s s  the 

c h a n g e  is r e q u i r e d  to c o m p l y  w i t h  A S  1 8 . 8 0 . 2 2 0 ( a ) ( 5 ) ,  A S  3 9 . 2 5 . 0 1 0  or 

3 9 . 2 5 . 1 5 0 ( 2 ) ;  or

(3) p r o m o t e  a p e r s o n  to the n e x t  s t e p  of  a f l e x i b l y  s t a f f e d  

p o s i t i o n  if the p e r s o n  w a s  f i r s t  h i r e d  in the f l e x i b l y - s t a f f e d  p o s i ­

t i o n  a f t e r  the e f f e c t i v e  d a t e  o f  this s e c t i o n .

(b) I n  t h i s  s e c t i o n ,  " s t a t e "  m e a n s  the e x e c u t i v e ,  l e g i s l a t i v e  

a n d  j u d i c i a l  b r a n c h e s  o f  s t a t e  g o v e r n m e n t  a n d  i n c l u d e s  the U n i v e r s i t y  

o f  A l a s k a .

- 1 -  C S S B  2 0 7 ( F i n )
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•  •  V  *  V  * I t u i u v  1

Sec. 3 7 . 0 7 . 0 8 7 .  L I S T I N G  O F  P E R M A N E N T  P O S I T I O N S .  (a) O n  or 

b e f o r e  S e p t e m b e r  15 of  e a c h  y e a r ,  e a c h  d e p a r t m e n t  s h a l l  d e l i v e r  to the 

d i v i s i o n  o f  b u d g e t  r e v i e w  in t h e  O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  a 

li s t  o f  p e r m a n e n t  p o s i t i o n s  in t h e  d e p a r t m e n t  o n  J u l y  31 o f  t h a t  year. 

T h e  l i s t  s h a l l  i n c l u d e  f o r  e a c h  p o s i t i o n  the p o s i t i o n  c o n t r o l  n u m b e r  

(PCN), title, s a l a r y  r a n g e ,  p a y  step, l o c a t i o n ,  t i m e  s t a t u s ,  b a r g a i n ­

ing u n i t  if any, and p o s i t i o n  f u n d i n g  source. A  d e p a r t m e n t  s h a l l  

r e m o v e  f r o m  t h e  l i s t  a P C N  th a t  is n o t  f u n d e d  a n d  s h a l l  r e v i s e  the 

l i s t i n g  of  o t h e r  P C N 's to b e  c o n s i s t e n t  w i t h  t h e  p o s i t i o n s  a u t h o r i z e d  

in the b u d g e t .  T h e  d e p a r t m e n t  s h a l l  r e p o r t  to the l e g i s l a t u r e  e a c h  

y e a r  the p o s i t i o n s  r e m o v e d  f r o m  its list.

(b) A f t e r  c o n f o r m i n g  the l i s t  o f  p e r m a n e n t  p o s i t i o n s  to the 

b u d g e t ,  a d e p a r t m e n t  m a y  n o t  e s t a b l i s h  a n e w  p e r m a n e n t  P C N  or c h a n g e  

t h e  s a l a r y  ran g e ,  p a y  step, l o c a t i o n ,  or ti m e  s t a t u s  o f  a n  e x i s t i n g  

P C N  u n l e s s  the d i v i s i o n  o f  b u d g e t  r e v i e w  c o n c u r s .

(c) A  d e p a r t m e n t  s h a l l  m a i n t a i n  the m a s t e r  l i s t  o f  t h e  d e p a r t­

m e n t ' s  p o s i t i o n s  as an a u t o m a t e d  p o s i t i o n  a c c o u n t i n g  c o n t r o l  s y s t e m  

f i l e  in a c c o r d a n c e  w i t h  i n s t r u c t i o n s  f r o m  the O f f i c e  o f  M a n a g e m e n t  and 

B u d g e t .

* Sec. 2. A S  3 9 . 2 5 . 0 1 0 ( b )  is a m e n d e d  to r e a d :

(b) T h e  m e r i t  p r i n c i p l e  of e m p l o y m e n t  i n c l u d e s  the f o l l o w i n g :

(1) r e c r u i t i n g ,  s e l e c t i n g ,  a n d  a d v a n c i n g  e m p l o y e e s  o n  the 

b a s i s  o f  t h e i r  r e l a t i v e  a b i l i t y ,  k n o w l e d g e ,  a n d  s k i l l s ,  i n c l u d i n g  o p e n  

c o n s i d e r a t i o n  o f  q u a l i f i e d  a p p l i c a n t s  f o r  i n i t i a l  a p p o i n t m e n t ;

(2) r e g u l a r  i n t e g r a t e d  s a l a r y  p r o g r a m s  b a s e d  o n  t h e  n a t u r e  

o f  the w o r k  p e r f o r m e d ;

(3) r e t e n t i o n  o f  e m p l o y e e s  w i t h  p e r m a n e n t  s t a t u s  o n  the 

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

t e m p o r a r y  d u r a t i o n  f o r  c o r r e c t i o n  in i n a d e q u a t e  p e r f o r m a n c e ,  and

C S S B  2 0 7 (Fin) -2-
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s e p a r a t i o n  f o r  cause;

(A) e q u a l  t r e a t m e n t  of a p p l i c a n t s  a n d  e m p l o y e e s  w i t h  r e g a r d  

o n l y  to c o n s i d e r a t i o n  w i t h i n  the m e r i t  p r i n c i p l e s  o f  e m p l o y m e n t ;  [AND]

(5) s e l e c t i o n  a n d  r e t e n t i o n  o f  an e m p l o y e e ' s  p o s i t i o n  

s e c u r e  f r o m  p o l i t i c a l  i n f l u e n c e s ; a n d

(6) c l a s s i f i c a t i o n  a n d  p a y  p l a n s  d e s i g n e d  to p r o v i d e  p a y  

e q u i t y  b y  u s i n g  j u d g m e n t s  a n d  f a c t o r s  f r e e  o f  b i a s e s  b a s e d  on r a c e  or 

s e x  a n d  d e t e r m i n i n g  j o b  w o r t h  foi a l l  j o b  c l a s s i f i c a t i o n s  b a s e d  on a 

s i n g l e  set of  c r i t e r i a .

* Sec. 3. A S  3 9 . 2 7 . 0 2 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) If a n  e m p l o y e e ' s  b a s i c  a n n u a l  s a l a r y  is n o  m o r e  t h a n

$ 3 0 , 0 0 0 ,  the p a y  s t e p  d i f f e r e n t i a l  s h a l l  b e  c a l c u l a t e d  u s i n g  the

e m p l o y e e ' s  b a s i c  s a l a r y .  If the e m p l o y e e ' s  b a s i c  a n n u a l  s a l a r y  is 

g r e a t e r  t h a n  $ 3 0 , 0 0 0 ,  t h e n  the e m p l o y e e ' s  p a y  s t e p  d i f f e r e n t i a l  s hall 

be  c a l c u l a t e d  on the d i f f e r e n t i a l  f o r  a b a s i c  s a l a r y  of  $ 3 0 , 0 0 0 .

* Sec. A. A S  3 9 . 3 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 9 . 3 5 . 6 7 5 .  I N C L U S I O N  O F  C O S T - O F - L I V I N G  D I F F E R E N T I A L S  IN 

C O M P E N S A T I O N  / N D  B E N E F I T S .  (a) A n  e m p l o y e e  s h a l l  m a k e  c o n t r i b u t i o n s  

to the s y s t e m  b a s e d  o n  c o m p e n s a t i o n  i n c l u d i n g  a c o s t - o f - l i v i n g  d i f f e r­

ent i a l .

(b) T h e  a m o u n t  o f  a c o s t - o f - l i v i n g  d i f f e r e n t i a l  m a y  n o t  b e  i n­

c l u d e d  in the e m p l o y e e ' s  c o m p e n s a t i o n  f o r  p u r p o s e s  o f  c a l c u l a t i n g  

b e n e f i t s  p a i d  u n d e r  t h i s  c h a p t e r  u n l e s s  the e m p l o y e e  h a s  r e c e i v e d  a 

c o s t - o f - l i v i n g  d i f f e r e n t i a l  in a c o m p a r a b l e  a m o u n t  or of at l e a s t  that 

m a n y  s t e p s  f o r  at l e a s t  50 p e r c e n t  o f  t h e  e m p l o y e e ' s  c r e d i t e d  s e r v i c e .

(c) W h e n  a n  e m p l o y e e  r e c e i v e s  a b e n e f i t ,  a n d  if the e m p l o y e e ' s

c o m p e n s a t i o n  f o r  p u r p o s e s  o f  c a l c u l a t i n g  the b e n e f i t  d o e s  n o t  i n c l u d e  

a c o s t - o f - l i v i n g  d i f f e r e n t i a l ,  t h e n  the a d m i n i s t r a t o r  s h a l l  r e f u n d  to 

the e m p l o y e e  the a m o u n t  o f  c o n t r i b u t i o n s  the e m p l o y e e  m a d e  b a s e d  on

- 3 -  C S S B  2 0 7 ( F i n )
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the d i f f e r e n t i a l .

(d) In this s e c t i o n  " c o s t - o f - l i v i n g  d i f f e r e n t i a l "  m e a n s  an , 

a d j u s t m e n t  to s a l a r y  b a s e d  on the c o s t  o f  l i v i n g  in the g e o g r a p h i c  

r e g i o n  w h e r e  the e m p l o y e e  w o r k s  a n d  i n c l u d e s  a p a y  s t e p  d i f f e r e n t i a l  

u n d e r  A S  3 9 . 2 7 . 0 2 0 .

* Sec. 5. A S  3 9 . 3 5 . 6 8 0 ( 8 )  is a m e n d e d  to read:

(8) " c o m p e n s a t i o n "  m e a n s  t h e  t o t a l  r e m u n e r a t i o n  e a r n e d  by 

a n  e m p l o y e e  f o r  p e r s o n a l  s e r v i c e s  r e n d e r e d ,  i n c l u d i n g  c o s t - o f - l i v i n g  

d i f f e r e n t i a l s  o n l v  as p r o v i d e d  in A S  3 9 . 3 5 . 6 7 5 , p a y m e n t s  for leave 

that is a c t u a l l y  u s e d  b y  the e m p l o y e e ,  the a m o u n t  b y  w h i c h  the e m­

p l o y e e ' s  w a g e s  are r e d u c e d  u n d e r  A S  3 9 . 3 0 . 1 5 0 ( c ) ,  a n d  a n y  a m o u n t  

d e f e r r e d  u n d e r  an e m p l o y e r - s p o n s o r e d  d e f e r r e d  c o m p e n s a t i o n  p l a n ,  but 

d o e s  n o t  i n c l u d e  r e t i r e m e n t  b e n e f i t s ,  w e l f a r e  b e n e f i t s ,  p e r  diem, 

e x p e n s e  a l l o w a n c e s ,  w o r k e r s '  c o m p e n s a t i o n  p a y m e n t s  or  p a y m e n t s  for 

l e a v e  n o t  u s e d  b y  the e m p l o y e e  w h e t h e r  t h o s e  l e a v e  p a y m e n t s  are s c h e d­

u l e d  p a y m e n t s ,  l u m p - s u m  p a y m e n t s ,  d o n a t i o n s ,  o r  c a s h - i n s ;

* Sec. 6. T h e  l e g i s l a t u r e  s h a l l  r e v i e w  the p a y  s t e p  d i f f e r e n t i a l s  

p r o v i d e d  u n d e r  A S  3 9 . 2 7 . 0 2 0  a n d  u n d e r  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t s  

b e t w e e n  the s t a t e  and e m p l o y e e  b a r g a i n i n g  o r g a n i z a t i o n s  f o l l o w i n g  the 

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

s t a t e .

* Sec. 7. By  S e p t e m b e r  15, 1985, the d i v i s i o n  o f  b u d g e t  r e v i e w  in the 

O f f i c e  of  M a n a g e m e n t  a n d  B u d g e t  s h a l l  d e v e l o p  a m a s t e r  p o s i t i o n  c o n t r o l  

s y s t e m  w i t h  t h e  c a p a b i l i t y  o f  m a t c h i n g  p e r m a n e n t  p o s i t i o n s  l i s t e d  in an 

a u t o m a t e d  p o s i t i o n  a c c o u n t i n g  c o n t r o l  s y s t e m  a g a i n s t  the s t a t e ' s  m a s t e r  

p a y r o l l  r e c o r d .

* Sec. 8. T h e  a m e n d m e n t s  m a d e  b y  secs. A a n d  5 o f  t h i s  A c t  a p p l y  on l y  

to m e m b e r s  f i r s t  h i r e d  u n d e r  the P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  o n  or 

a f t e r  the e f f e c t i v e  d a t e  o f  secs. A a n d  5 o f  this Act.

C S S B  2 0 7 (Fin) -A-
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* Sec. 9. N o t h i n g  in this A c t  t e r m i n a t e s  or m o d i f i e s  a c o l l e c t i v e  

b a r g a i n i n g  a g r e e m e n t  i n  e x i s t e n c e  on the e f f e c t i v e  d a t e  o f  secs. 1 - 3, 

6 a n d  7 o f  this Act.

* Sec. 10. S e c t i o n s  k , 5, a n d  8 of t h i s  A c t  t a k e  e f f e c t  J a n u a r y  1, 

1987.

* Sec. 11. S e c t i o n s  1 - 3, 6, 7 a n d  9 o f  this A c t  ta k e  e f f e c t  i m m e d i­

a t e l y  in a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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Pos i t ion  Paper
—frfi'-, i--rvf î iuijgn (Hppgranhir 1 D i f f e r e n t i a l  in Compensation 
and Bene f i ts :  SB 207T$2c t ions  4 and 5 , CSSB 207 (F inance),
' Secti'OiTs b ana b; Work Dra f t  CSSB 122 (F inance),  

February 12, 1986, Sections 32 and 34.

The Senate Finance Committee s t a f f  has requested the pos i t ion o f  the 
Department o f  Administration on the topic shown above.
This proposal would amend the Publ ic Employees' Retirement Systems. The 
amendment is to ca lcu la te  reti rement benef i ts  using s a la r i e s  including geo­
graphic d i f f e r e n t i a l s  only i f  50% o r  more o f  the credited service was at a 
loca t ion where a comparable geographic d i f f e r e n t i a l  was paid. Only State 
employees are a f fec ted (there are no known gecgraphic d i f f e r e n t i a l s  within the 
pa r t ic ipa t ing  p o l i t i c a l  subd iv is ions ) .  This proposal would a l so  provide f o r  
refunding any contr ibut ions paid on geographic d i f f e r e n t i a l  i f  the sa la ry  used 
f o r  benef i t  ca lcu la t ion  does not include the geograr ic d i f f e r e n t i a l .
This proposal does not a f f e c t  current employees, onl ; fu tu re employees.
This proposal has an impact in two areas. F i r s t ,  retirement bene f i ts  f o r  some 
employees are a f fected and other w i l l  receive re funds;  and second, the main­
tenance o f  records necessary f o r  ca lcu la t ing  benef i ts  is g rea t ly  increased.
In preparat ion o f  th is  Posi t ion Paper, the Div is ion o f  Retirement and Benefi ts  
researched the f i l e s  o f  34 terminated, vested former Alaska State Troopers and 
the f i l e s  o f  the l a s t  40 sta te  employees r e t i r e d  in the Public Employees' 
Retirement System (PERS) to determine what e f f e c t  th is  provis ion would have 
had on th e i r  retirement o r  pro jected ret irement bene f i t .
Even assuming that a l l  o f  these employees were "new employees" and the re fo re  
subject to the proposa l ,  we found that only two o f  them, both former Alaska 
State Troopers, would have th e i r  re ti rement benef i ts p o t e n t i a l l y  a f fec ted .  In 
one case, the benef i t  would have dropped from $1 ,306 .77 to $1 ,108 .60  ($198.17 
per month) and in the other case from $1 ,073 .60 to $935.25 ($138.35 per 
month). The only other employees a f fec ted  are those that would have received 
refunds on t h e i r  d i f f e r e n t i a l  con t r ibu t ions - -20  o f  the 74 ind iv idua ls .
In terms o f  computing retirement benef i ts  th is  propose' would require the 
State to t rack base retirement contr ibut ions separate ly  from contr ibut ions 
re la ted  to the cost o f  l iv ing  d i f f e r e n t i a l  on ly . The State would have to 
change the benef i t  ca lcu la t ion  algor ithms to perform separate ca lcu la t ions  
cost o f  l i v in g  d i f f e r e n t i a l s  f o r  each year o f  se rv ice .  The attached Fiscal 
Note f o r  the Div is ion o f  Retirement and Benefi ts d e ta i l s  these costs .  The net 
f i r s t  year costs are $23.2 .
The current v e r i f i c a t i o n  o f  serv ice is  performed manual ly and requires the 
State to id en t i f y  the number o f  years o f  c red i tab le  se rv ice .  This proposal 
would require a s ig n i f i c a n t l y  more labor ious approach with more manual steps 
and w i l l  be more sub ject to e r ro rs  tnan be fo re .  The Div is ion o f  Finance has 
ca lcu la ted the costs f o r  these recordkeeping requirements to be $286 .5 in 
FY 87, $77.5 in FY 88 through FY 91, and require an increasing s t a f f  in FY 92 
and beyond as employees become vested under th is  proposal (see attached Fiscal 
Note f r r  the Div is ion o f  Finance).

P a g e  1 o f  2
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I t  is  our b e l i e f  that any savings in bene f i t  costs w i l l  be more than o f f s e t  by 
refunds and the cost o f  maintaining the addit iona l de ta i l  that would be needed 
f o r  a l l  new employees. We do not support th is  provis ion due to the cost o f  
achieving a minor reduction in the benef i t  o f  so few employees.

J.K. Humphreys', Director . 
HJivision of Retirement and Benefits 
Department of Administration

Date /  (

fennetr
D iv is ion o f  Finance 
Department o f  Administration

Date ~7

Commissioner t leano r  AAndrews- 
Department of Administration

Date

Attachments: Fiscal Notes (2 )
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S T A T E  O F  A L A S K A  1 9 8 6  L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

Revision Date:
REQUEST FISCAL DETAIL
B i l l / R e s o lu t i o n  No.:__________
Li t i e : Cost of living differential
In compensation anri benefits______

Agency Afiected. Administration 
BRU :__Retirement and Benefits_____

Sponsor:____________________________
Requestor: Senate Finance___________
Date o f  Request: February 24. 1986

Components:

EXPENDITURES/REVENUES: (Thousands o f  D o l l a r s )
OPERATING FY 86 ' FY 87 FY 88 [ -  F'Y M  ' FY 90 "FY "9T

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

(20.0) (21 .6) (23.3) (25.2) (27.2)
43,2

TOTAL OPERATING -0- 23.2 (21.6) . . . . .  (23.3) . (25.2) (27.2)
CAPITAL
REVENUE

FUNDING: (Thousands o f  Do!' a r s )
GENERAL FUND 21.0 (19.5) (21.1) (22.8) (24.S)
FEDERAL FUNDS 1.0 (1.0) (1.0) (1.1) (1.3)
OTHER 1.2 (1.1) (1.2) (1.3) (1.3)
TOTAL -0- 23.2 (21.6) (23.3) (25.2) (27.2)
POSITIONS: -0- -0- -0- -0- -0- -0-
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS: Attach a separate page i f  necessary

Prepared By: i<0n
Div is ion :  Retirement and Benefits

--------------------Approved by Commissioner: Eleanor Andrews_______
Agency: Department o f  Administration_________

Phone:
Date:
Date:

465-4460

D is t r ibu t ion  (by Agency preparing f i s c a l  no te ) :  
L eg is l a t iv e  Finance 
Leg is l a t iv e  Sponsor 
Requestor
O f f i c e  o f  Management and Budget 
Impacted Agency(ies) Page i ol

5/1K1/0226-09
R e v .  1 1 / 8 / 8 5



CONTINUATION o f  FISCAL NOTE ANALYSIS 
Cost o f  Living D i f f e r e n t i a l  in Compensation and Benefi ts

This Fiscal Note is l imited to the proposal found in sections 4 and 5 o f  SB 
207, sections 5 and 6 o f  CSSB 207 (Finance) and section 32 and 34 o f  work 
d r a f t  CSSB 121 (F inance ) ,  dated February 12, 1986. I t  is  f u r th e r  l im i ted to
the impact on the D iv is ion o f  Retirement and Bene f i t s .
I t  is  estimated tha t  the savings in PERS would be approximately $40,000 minus 
the refund o f  contr ibut ions o f  approximately $20,000 f o r  a net savings o f
$20,000 in FY 87 (exc lus ive o f  administ ra t ive cos ts )  and increasing by 8% each
year t h e r e a f t e r .
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S T A T E  O F  A L A S K A  1 9 8 6  L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

R E Q U E S T ______________
Bi11/Reso lu t ion Mo.:

e : Cost- of Living Differential. 
-in CarnpensatiQn-ai,ri. Benefits----------
Sponsor:
RequesLor. senate Fi

Revision Date:
FISCAL DETA IL_______________
Agency Affected : ^ dminjstai^  
BRU: -Einaace-

"Components:
aance..Date o f  Request: F, hr„ ar„ 7ft 1

EXPENDITURES/REVENUES: (Thousands o f  D o l la r s )
OPERATING

FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

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

0 286.5 77.5 77.5 77.5 77.5
0 0 0 0 n 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 n 0 n 0
0 0 0 0 0 0
0 0 n 0 0 0TOTAL OPtRTmfTLP 0 286.5 77.5 77.5 . . ... 77.5 .........77.5 . .

CAPITAL 0 o o o o o
■RTVTnUE"

FUNDING: (Thousands o f  D o l l a r s )
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAI

... . . .  ------0 286.5 77.5 77.5 77.5 77.5
0 0 0 0 0 0
0 0 0 0 0 0

. __________Q__________ 286.5 77.5 77.5 ... 77.5 ..77.5..

POSITIONS:
FULL-TIME 0 1 (12) 1 (6) 1 (12) 1 (12) 1 (12)

PART-TIME 0 0 1 (6) 1 (6) 1 (6) 1 (6)

TEMPORARY 0 . 5 142) . 0 . . .0. _ .___  0 0
ANALYSIS: Attach a separate page i f  necessary

See attached analysis

F repared By. Kenneth F. ____
D i v i s i o n : ^ ^ ______________

U'h: Eleanor AndrewsApproved by C o m m i s s i o n e r ______
Agency: Department o f  Administration
D is t r ibu t ion  (by Agency preparing f i s c a l  no te ) :  

L eg is l a t i v e  Finance 
Leg is la t iv e  Sponsor 
Requestor
O f f ice  o f  Management and Budget 
Impacted Agency(ies) Page _

9/3K1/0225-02/1

Phone: Ur«-w un
Date: ■Eehcuacy -2't ,— 1.2.66,

Date
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Fiscal Note
Cost o f  Living D i f f e r e n t i a l  in Compc .ation and Benefi ts

Cost Ca lcu la t ion Summary:
One Time Costs
3 Journey leve l  programmers 

10 months each
Administrat ive Manual update 

6 employee months
Agency t ra in ing  course development and administering 

6 employee months
Finance p a r t ic ip a t i on  in coordination e f f o r t  with a l l  

other a f fec ted  groups (Personne l,  Labor Re la t ions ,  
Retirement and Bene f i t s ,  Law, unions)
12 employee months

Ongoing Costs
Additional manual e f f o r t  required to maintain 

addit iona l h i s t o r i c a l  data needed to v e r i f y  
length o f  service and contr ibut ions with and 
without geographic d i f f e r e n t i a l s  
1 p os i t i on ,  range 16

Additional 6 month/year f o r  pay ro l l  system, maintenance
1 pos i t ion  (6 month) Analyst/Programmer (6 5 .0  x 1/2 )

162.5

31 .0

31 .0

62 .0
286.5

45 .0

32 .5
77 .5
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This Fiscal Note and the fo l low ing  comments are l im i ted to the proposal found 
in sections 4 and 5 o f  SB 207, sect ions 5 and 6 o f  CSSB 207 (Finance) and 
sections 32 and 34 o f  work d r a f t  CSSB121 (F inance) ,  dated February 12, 1986. 
They are fu r th e r  l im i ted to the impact on the D iv is ion o f  Finance which would 
be required to modify automated and manual processes in order to s a t i s ­
f a c t o r i l y  meet the p rov is ions .
° The proposal changes the way in which retirement bene f i ts  are ca lcu la ted .

I t  s ig n i f i c a n t l y  impacts methods used by the State to pay i t s  employees 
by requir ing the complete separation o f  d i f f e r e n t i a l  pay from other types 
o f  pay and requir ing add it iona l record keepi-;j  over an employee's en t i r e  
employment h i s to ry  in order to be able to compute reti rement bene f i t s .

° The v e r i f i c a t i o n  o f  length o f  se rv ice ,  including the ca lcu la t ion  o f
periods with and without d i f f e r e n t i a l s ,  w i l l  e s s e n t i a l l y  be a manual 
process . These ca lcu la t ions  w i l l  s t a r t  in approximately f i v e  years when 
new hires s t a r t  becoming vested. At that time a new unit within the 
payro l l  sect ion o f  the Div is ion o f  Finance would be needed. I t  would 
probably be one o r  two employees i n i t i a l l y  and grow as more and more 
employees f a l l i n g  under the proposed law decide to r e t i r e .  This cost 
occurs beyond the time frame shown on page one o f  th is  F isca l Note.

A d d i t i o n a l  F i s c a l  N o t e  A n a l y s i s

9 / 3 K 1 / 0 2 2 5 - 0 2 / 4
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Summary ana lys is  o f  changes and re la ted f i s c a l  impact:
One time c o s t s :

Modificat ions to automated systems (input form cr.anges, f i l e  changes, 
program changes, ana lys is and design).

* 30 employee months.
ASSUMPTIONS

State can use ex is t ing base pay schedules f o r  each id en t i f i ed  
employee group (approximately 12 groups).
This b i l l  w i l l  not attempt to change any fundamental pay ro l l  
processes. No major change w i l l  be required to the current pay 
schedules.
This estimate does not include estimates f o r  data processing 
chargeback costs .
Changes required by th is  b i l l  w i l l  be al lowed to be scheduled 
app rop r ia te ly  with a l l  other production work that is  necessary 
to keep the State payro l l  systems proper ly operat ing.

Update State Administrative Manual to include new pay ca lcu la t ion  changes 
f o r  supplemental and prepay processes.

* 6 employee months.
Train s ta te  agencies in new payro l l  ca lcu la t ions procedures.

* o employee months.
Coordination o f  a f fec ted  groups to id en t i fy  and mutual ly agree on imple­
mentation o f  l e g i s l a t i o n  (D iv is ions o f  Personnel, Labor Re la t ions ,  and
Retirement and Bene f i t s ,  Department o f  Law, unions).

* 12 employee months.
Ongoing c o s t s :
Additional manual e f f o r t  in the pay ro l1 sect ion in order to maintain the 
addit iona l h i s t o r i c a l  data in a form that can be used to v e r i f y  length o f  
service including periods with and without d i f f e r e n t i a l s  (one addit iona l 
p o s i t i o n ) .
Additional pay ro l l  systems maintenance due to increased complexity (6 month 
per y e a r ) .
A f te r  f i v e  years when new employees s t a r t  to r e t i r e ,  a new unit w i l l  need to 
be estab lished to ex t rac t  from the employment h s to r ie s  the data needed to 
v e r i f y  length o f  service with and without d i f f e r e n t i a l  which must be provided
to the Publ ic Employees' Retirement System.

P a g e  4  o f  4
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POSITION PAPEP.
SB 207

(With Proposed State A f f a i r s  Amendments!

Tin's b i l l  deals with f ou r  d i s t i n c t  top ics .  This pos i t ion paper is prepared on 
a sectional basis to deal with the individual top ics .  Notation is  made o f  
f i s c a l  impacts which are* fu r th e r  deta i led  in accompanying f i s c a l  notes. In 
genera l ,  the Department o f  Administrat ion supports the intent o f  the 
l e g i s l a t i o n .  We be l i eve ,  however, that there are several  areas that should 
receive more a t ten t ion .
SECTION 1:
This Section is aimed toward changing the way in which cost o f  l i v in g  
d i f f e r e n t i a l s  are determined and paid. The State cu r ren t ly  maintains 60 
separate sa la ry  schedules r e f l e c t in g  up to 30 sa la r y  ranges with 10 steps in 
each.
The purpose o f  the proposed change to AS 23 .40 .210 appears to be to require 
that future c o l l e c t i v e  bargaining agreements with State employees exclude 
geographic c o s t - o f - l i v i n g  d i f fe ren t ia ls /ad ju s tmen ts  from any overtime or 
premium pay enti t lements o f  employee. Overtime and other "premium pay" would 
be ca lcu lated only on the basic pey/wage schedule.
The concept o f  excluding geographic d i f f e r e n t i a l s  from premium pay 
ca lcu la t ions  may have meri t .  Since c o s t - o f - l i v i n g  d i f fe rences  tend to stem 
from geographic pr ice d i f fe rences  in basic commodities and se rv ices ,  th e i r  
e f f e c t  on employees is not in d i rec t  r e la t i o n  to earning le v e l s .  A pound o f  
hamburger, a k i lowatt hour o f  e l e c t r i c i t y ,  and a ga l lon o f  gaso line cost the 
same f o r  every employee in a duty s t a t ion ,  regard less o f  income. Consequently, 
there is  a strong .equity argument f o r  paying every a f fec ted employee a 
d i f f e r e n t i a l  which is separate and apart from the employee's earning l e v e l .
(See a l so  Section 2 below.) However, i t  is employees on the mid-to- lower 
ranges o f  the pay scales who t y p ic a l l y  earn overtime/premium pay. Calcu la ting 
overtime/premium pay on a base schedule could produce a true income reduction 
f o r  present employees.
Ca lcu la t ing overtime/premium pay only on a base schedule should r e su l t  in a 
reduction in Personal Services expenses o f  the State . The amount o f  the 
reduction and i t s  d i s t r ib u t i on  have not been ca lcu lated ye t .
In i t s  current form, th is  Section may be read to apply onlv to the pay 
d i f f e r e n t i a l  provided between employees resid ing in Alaska and those residing 
outside the s ta te .  I f  the in tent is  to exclude in te rna l (within Alaska) geo­
graphic d i f f e r e n t i a l s  as w e l l ,  then the proposed new language should be 
redra f ted to read:

C o s t - o f - i i v in g  d i f f e r e n t i a l s  o r  other geographic c o s t - o f - l i v i n g  
adjustment, whether app l icab le  within o r outside the s ta te ,  which provide 
compensation in excess o f  that provided in the basic pay plan may not be 
considered part o f  the basic sa la ry  f o r  purposes o f  ca lcu la t ing  overtime 
compensation o r  o ther sa la ry  adjustments.
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Section 1 has an immediate e f f e c t i v e  date, but app lies only to fu ture 
c o l l e c t i v e  bargaining agreements (see Sections 8 and 10 ) .
SECTION 2:
This Section o f  the b i l l  would l im i t  the app l ica t ion o f  the s ta tu to ry  pay step 
d i f f e r e n t i a l s  to the f i r s t  $30,000 o f  an employee's base sa la r y .  There may be 
an argument f o r  paying the same d o l l a r  d i f f e r e n t i a l  to a l l  employees at a duty 
s ta t ion .  This provis ion would do that once the $30,000 cap is  reached.
The Leg is la tu re  in 1984 funded a study o f  the geographic d i f f e r e n t i a l s .  The
study is  cu r ren t ly  in process and is  expected to be completed in Ap r i l .  We
recommend that the Leg is la tu re  be w i l l i n g  to give fu r th e r  consideration to the 
question o f  geographic d i f f e r e n t i a l  when the re su l t s  o f  the study are 
ava i lab le .
This Section amends T i t l e  39 , Chapter 27 o f  the Alaska Statutes :  Pay Plan f o r
State Employees. There is no s im i la r  amendment to AS 23 .40 .070 through 260 o f  
the Public Employees' Relat ion Act. There fo re , there is  no requirement that 
fu tu re  c o l l e c t i v e  bargaining agreements comply with th is  Section. Section 8 
o f  the b i l l  c l e a r l y  indicates the intention that Section 2 apply to c o l l e c t i v e  
bargaining agreements. To fo rma l ly  give th is  e f f e c t ,  AS 24.40.21.0 should be
amended to require fu tu re  aareements to not c o n f l i c t  with proposed AS 
39 .27 .020 .
Section 2 sets ? cap ot $30,000 in basic sa la ry  f o r  the payment o f  geographic 
d i f f e r e n t i a l .  Over time, th is  cap w i l l  a f f e c t  more and more employees. As 
s a la r i e s  r i s e ,  the d i f f e r e n t i a l  would there fo re  become a sma l le r  and sma l le r  
port ion o f  income. This w i l l  have an adverse e f f e c t  on employees at the lower 
end o f  the sa la ry  schedule who are most a f fec ted by higher costs .  In order to
neu t ra l i z e  th is  e f f e c t ,  we recommend that the d i f f e r e n t i a l  be applied to a
f ixed range and step o f  the s ta tu to ry  pay schedule. The c loses t  current range 
and step to $30,000 is  range 15, step B. We the re fo r e ,  recommend that Section 
2 o f  the b i l l  be amended to read:

(d) I f  an employee's basic annual sa la ry  is no more than the basic 
sa la ry  provided by range 15, step B o f  the sa la ry  schedule in AS 
39 .27 .0 1 1 ,  the pay step d i f f e r e n t i a l  sha l l  be ca lcu la ted using the 
employee's basic sa la r y .  I f  the employee's basic annual sa la ry  is 
g rea te r  than the basic annual sa la ry  provided by range 15, step B o f
the sa la ry  schedule in AS 39 .2 7 .0 1 3 ,  then the employee's pay step 
d i f f e r e n t i a l  sha l l  be ca lcu la ted on the d i f f e r e n t i a l  f o r  range 15, 
step B, o f  the sa la ry  schedule in AS 39 .27 .011 .

Section 2 has an immediate e f f e c t i v e  date.
SECTION 3:
This Section o f  the b i l l  is a companion provis ion to Section 1. This Section 
applies a r e s t r i c t i o n  to overtime compensation ca lcu la t ion  f o r  employees not 
covered by c o l l e c t i v e  bargaining in the Executive Branch. Section 1 app lies a 
s im i la r  r e s t r i c t i o n  to those employees covered by c o l l e c t i v e  bargaining 
agreements.

D n n n  ^ r* — C



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

S B  2 0 7

Again, th is Section would r im a r i l y  a f f e c t  employees in the mid-to- lower 
ranges o f  the pay sca les .
Section 3 has an immediate e f f e c t i v e  date.
SECTIONS 4 and 5:
These Sections amend the Public Employees' Retirement Systems. The amendment 
is to ca lcu la te  reti rement benef i ts  using sa la r ie s  including geographic 
d i f f e r e n t i a l s  only i f  50% or more o f  the credited serv ice was at a loca t ion  
where a comparable geographic d i f f e r e n t i a l  was paid. Only State employees are 
a f fec ted ( the re  are no known geographic d i f f e r e n t i a l s  within the pa r t ic ipa t ing  
p o l i t i c a l  subd iv is ions ) .  These Sections would a lso provide f o r  refunding any 
contr ibut ions paid on area d i f f e r e n t i a l  i f  the sa la ry  used f o r  bene f i t  
ca lcu la t ion  does not include area d i f f e r e n t i a l .
Sections 4 and 5 would not a f f e c t  current employees; the re fo re  the immediate 
impact w i l l  be r e l a t i v e l y  small . The long term impact w i l l  be g rea te r because 
o f  the requirement to ca lcu la te  ret irement benef i ts d i f f e r e n t l y  f o r  employees 
hired a f t e r  the e f f e c t i v e  date o f  th is  b i l l .
The computer programs o f  the Publ ic Employees' Retirement System w i l l  need 
substant ia l rev is ion  to accommodate the proposed changes to the method o f  
ca lcu la t ing  reti rement bene f i ts  and refunds f o r  employees hired before the 
e f f e c t i v e  date o f  th is  b i l l .  These costs would be substant ia l r e l a t i v e  to 
the perceived cost savings; the net e f f e c t  would be a cost to the State .
In terms o f  computing ret irement bene f i ts  Section 4 would require the State to 
t rack ret irement contr ibut ions on base s a la r i e s  separate ly from contr ibut ions 
re la ted  to the c o s t - o f - l i v i n g  d i f f e r e n t i a l  on ly . The current benef i t  
ca lcu la t ion  is  performed manual ly and requires the State to iden t i fy  the 
number o f  years o f  c red i tab le  se rv ice and the three highest paid years f o r  
determining bene f i t  amounts. Amending these retirement sections would 
s ig n i f i c a n t l y  complicate the system without achieving a s ig n i f i c an t  program 
impact.
Section 4 and 5 have an e f f e c t i v e  date o f  January 1, 1187.
SECTION 6:
This Section o f  the b i l l  would require the Leg is la tu re to take an act ive r o le  
in the day-to-day management o f  a l l  branches o f  government.
The Department o f  Administration opposes th is Section. We be l ieve th is 
provis ion v io la te s  the separation o f  powers doctr ine .  I t  would provide an 
unwarranted in t rus ion  o f  the Leg is la tu re  into the management prerogatives o f  
the Executive Branch.
SECTION 7:
This Section makes the reti rement p rov is ions o f  Sections 4 and 5 apply only to 
members o f  the Publ ic Employees Retirement System f i r s t  hired a f t e r  the 
e f f e c t i v e  date o f  Sections 4 and 5.
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Section 5 provides "grandparent" r ights to current c o l l e c t i v e  bargaining 
agreements.
SECTION 9:
This Section makes Sections 4 and 5 e f f e c t i v e  January 1, 1987.
SECTION 10:
Sections 1 -3 ,  and 6 and 7 have immediate e f f e c t i v  dates upon passage o f  th is  
l e g i s l a t i o n .  I t  is  not fe a s ib le  to implement the prov is ions o f  th is  b i l l  
immediately. The State is  cu r ren t ly  implementing a new statewide accounting 
system (AKSAS), the current pay ro l l  system is being modified to in te r face  with 
AKSAS, there are scheduled changes to the current pay ro l l  system to accommodate 
the most recent labo r  agreements, and a current area d i f f e r e n t i a l  study is  
being completed which w i l l  have some impact on pay ro l l  processes. This b i l l  
provides d i f f e r e n t  actual e f f e c t i v e  dates. For example: Overtime and premium
pay f o r  those not covered by c o l l e c t i v e  bargaining, immediately; overtime and 
premium pay f o r  those covered by c o l l e c t i v e  bargaining, next con t rac t ;  geo­
graphic d i f f e r e n t i a l  cap o f  $30,000 f o r  those not covered by c o l l e c t i v e  
bargaining, immediately; geographic d i f f e r e n t i a l  cap o f  $30,000 f o r  those 
covered by c o l l e c t i v e  bargaining, not required.
Staggered implementation o f  the same requirement only makes implementation 
more d i f f i c u l t .
The current c o l l e c t i v e  bargaining agreements f o r  the General Government, 
Supervisory , Conf ident ia l and Labor, Trades and Cra fts  bargaining units a l l  
expire on December 31, 1986. In order to a f f e c t  most employees covered by 
c o l l e c t i v e  bargaining as wel l as those not covered by c o l l e c t i v e  bargaining at 
one time, we recommend that the en t i re  b i l l  have an e f f e c t i v e  date o f  
January 1, 1987. Not only w i l l  th is  apply a common e f f e c t i v e  date , but w i l l  
a l low the department s u f f i c i e n t  time to implement the changes in an o rde r ly  
fashion .
Implementing changes required by th is  b i l l  w i l l  need to be f l e x i b l y  scheduled 
to be considered along with a l l  other changes that w i l l  be l e g a l l y  and 
procedura l ly  required in order to keep the state pa'/ro l l processes and systems 
proper ly functioning without service in te r rup t ion .
Pos i t ion Summary
We support the primary concept o f  th is  b i l l  that attempts to d is t inguish 
payment f o r  wages versus payment f o r  c o s t - o f - l i v i n g  d i f f e r e n t i a l s .  We support 
the idea that the c o s t - o f - l i v i n g  in a given geographical loca t ion  is  the same 
f o r  a l l  in that lo ca t ion  and the way employees are cu r ren t ly  paid i s  not 
consistent with that idea.
However, we need to emphasize that th is  is  a s ig n i f i c an t  departure from the 
way our current c o l l e c t i v e  bargaining agreements and s ta tu tes read and how our 
employees are paid. We w i l l  need some time to consider how we can best 
implement the in ten t  o f  th is  b i l l  without causing s ig n i f i c an t  d i spa r i t y
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between covered and noncovered groups o f  employees or without v io la t in g  
ce rta in  cons t i tu t iona l  p rov is ions .  Add i t iona l ly ,  th is  b i l l  has certa in 
provis ions which go into e f f e c t  immediately upon passage. I t  is  not possib le 
to implement them immediately as the changes s ig n i f i c an t ly  impact our 
automated and manual pay ro l l  processes. We recommend that implementation be 
scheduled to coincide with the time when appropriate c o l l e c t i v e  bargaining 
changes can be made as covered employees are 95% o f  the work fo rce .  I f  th is  
group is  not included, th is  b i l l  w i l l  quite l i k e l y  cost more money than i t  
w i l l  save.

___________________
Frank Raye, D i recto r
Department, o f  Administration

j jh K. Humphreys//Di r e cm t  
(^Depar tment o f  Administirati on

Date / /

Kenneth L  B ischo f f ,  
Department o f  Administration

X  .. ________Commissiorter Lisa Rudo ' 
Department o f  Administration

Date
3 / / 2 / Z S '
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R e f e r r e d :  S t a t s  A f f a i r s

a n d  F i n a n c e

1 IN THE SENATE BY THE FINANCE COMMITTEE
2 SENATE BILL NO. 207
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FOURTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act en t i t l ed :  "An Act re la t ing  to public employees; and providing
7 f o r  an e f fec t ive  date ."
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 23 40.210 is  amended to read:

10 Sec. 23 .40 .210. AGREEMENT. Upon the completion o f negotiations
11 between an organisation and a public employer, i f  a settlement is
12 reached, the employer s h a l l  reduce i t  to writ ing in the form of an
13 agreement. The agreement may include a term fo r  which i t  w i l l  remain
14 in e f f e c t ,  not to exceed three years. The agreement sh a l l  include a
15 pay plan designed to provide f o r  a c o s t - o f - l i v in g  d i f f e r e n t i a l  between
16 the sa la r ie s  paid employees residing in the state and employees resid-
17 ing outside the state .  The co s t - o f - l i v in g  di f f e r e n t i a l  or other
18 geographic c o s t - o f - l i v in g  adjustment may not be considered part o f  the
19 basic sa la ry fo r  purposes o f cal c u l a t ing__ overtime compensation or
20 other s a l ary ndjustinents. The plan sha l l  provide that the sa la r ies
21 paid, as o f August 26, 1977, to employees residing outside the state
22 sha l l  remain unchanged un t i l  the d i f fe rence between those sa la r ie s  and
23 the sa la r ie s  paid employees residing in the state re f l e c t s  the d i f f e r -
24 ence between the cost o f  l i v ing  in Alaska and l iv ing  in Seatt le ,
25 Washington. The agreement sha l l  include a grievance procedure which
26 sha l l  have binding a rb i t r a t ion  as i t s  f i n a l  step. Either party to the
27 agreement lias a right o f  action to enforce the agreement by pet i t ion
28 to the abor re la t ions  agency.
29 * Ssc. 2. AS 39 .27 .020 is amended by adding a new subsection to read:



1 (d) I f  an employee's basic annual sa la ry i s  no more than
2 $30,000, the pay step d i f f e r e n t i a l  sha l l  be calculated using the
3 employee's basic sa la ry .  I f  the employee's basic annual sa la ry is
A greater than $30,000, then the employee’ s pay step d i f f e r e n t i a l  sha l l
5 be ca lculated on the d i f f e r e n t i a l  fo r  a basic sa la ry  o f  $30,000.
6 * Sec. 3. AS 39.27 is amended by adding a new sect ion to read:
7 Sec. 39 .27 .027. OVERTIME COMPENSATION. Overtime compensation
8 sha l l  be ca lculated on the basic sa lary o f an employee before the
9 addition o f  any adjustments including pay step d i f f e r e n t i a l s  and s h i f t
10 d i f f e r e n t i a l s .
11 * Sec. A. AS 39.35 is amended by adding a new sect ion to read:
12 Sec. 39 .35 .675. INCLUSION OF COST-OF-LIVING DIFFERENTIALS IN
13 COMPENSATION AND BENEFITS. (a ) An employee sha l l  make contributions
IA to the system based on compensation including a c o s t - o f - l i v in g  d i f f e r -
15 en t ia l .
16 (b) The amount o f a c o s t - o f - l i v in g  d i f f e r e n t i a l  may not be in-
17 eluded in the employee's compensation f o r  purposes o f  ca lculat ing
18 benefi ts under th is chapter unless the employee has received a cost-
19 o f - l i v in g  d i f f e r e n t i a l  in a comparable amount or c f  at least that many
20 steps fo r  at least 50 percent o f  the employee’ s credited service.
21 (c ) V/hen an employee receives a benef i t ,  and i f  the employee's
22 compensation f o r  purposes o f  ca lcu lat ing the benef it does not include
23 a c o s t - o f - l i v in g  d i f f e r e n t i a l ,  then the administrator sha l l  refund to
2A the employee the amount o f contributions the employee made based on
25 the d i f f e r e n t i a l .
26 (d) In  th is  section "c o s t - o f - l i v ing  d i f f e r e n t i a l "  means an
27 adjustment to sa lary based on the cost o f  l i v ing  in the geographic
28 region where the employee works and includes a pay step d i f f e r e n t i a l
29 under AS 39 .27 .020.
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1 * Sec. 5. AS 39 .35 .680 (8 )  is  amended to read:
2 (8 )  "compensation" means the t o t a l  remuneration earned by
3 an employee f o r  personal services rendered, including c o s t - o f - l i v in g
4 d i f f e r e n t i a l s  only as provided in AS 39 .35 .675 , payments f o r  leave
5 that is  ac tua l ly  used by the employee, t:he amount by which the em-
G ployee's wages are reduced under AS 39 .30 .1 5 0 (c ) ,  and any amount
7 deferred under an employer-sponsored deferred compensation plan, but
8 does not include retirement benef i ts ,  welfare bene f i ts ,  per diem,
9 expense al lowances, workers' compensation payments or payments fo r

10 leave not used by the employee whether those leave payments are sched-
11 uled payments, lump-sum payments, donations, or cash-ins;
12 * Sec. 6. (a ) Unless the budget sp ec i f i c a l l y  provides or  the le g i s la -
13 ture approves, the sta te may not
14 (1 ) r e c la s s i f y  a posi t ion ;
15 (2 )  change the sa la ry range of a job class unless the change is
16 required to comply with AS 1 8 .8 0 .2 2 0 (a ) ( 5 ) ;
17 (3 )  promote a person to the next step o f a f l e x i b l y  s ta f fed
18 pos i t ion i f  the person was f i r s t  hired in the f l e x i b l y - s t a f f e d  position
19 a f t e r  the e f fe c t iv e  date of th is section; or
20 ( 4 )  award a person a merit increase.
21 (b) In th is  section, " s t ' t e "  means the executive, l e g i s l a t i v e  and
22 ju d ic i a l  branches o f state government ar.d includes the Universi ty of
23 Alaska.
24 * Sec. 7. The amendments made by secs. 4 and 5 o f  th is  Act apply only
25 to members f i r s t  hired under the Public Employees’ Retirement System on or
26 a f t e r  the e f fec t iv e  date o f  secs. 4 and 5 o f  th is  Act.
27 * Sec. 8. Nothing in th is  Act terminates or modifies a co l l e c t ive
28 bargaining agreement in existence on the e f fe c t iv e  date o f  secs. 1, 2 and
29 4 - 7 o f  th is  Act.
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1 * Sec. 9. Section 3 of th is  Act takes e f fec t  January 1, 1987.
2 * Sec. 10. Sections 1, 2 and 4 - 7 o f  th is Act take e f fec t  immediately
3 in accordance with AS 01 .10 .0 7 0 (c ) .
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