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AMENDMENT '\
OFFERED IN THE HOUSE BY

TO: C'SHB 45 (STA)
Page 1, line 11:
Following “Adi nistration”:
Insert “and to set the eligibility criteria for the differential and the differential rate itself,

outside ofthe collective bargaining context.”

Page 2, following line 10:
Insert new subsections to read:
“(e) An employee eligible for the cost-of-living differential is entitled to receive the
following pay differential unless a different rate is established by the director of personnel

under (0 ofthis section:

Communities Percent Increase Above
of Residence Out-of-State Rate
Anchorage 0.0

Juneau 0.0
Ketchikan/Prince of Wales 5.0
Valdez/Cordova 5.0
Petersburg/Wrangell/Sitka 5.0

Kodiak 5.0

(0 The director of personnel in the Department of Administration may adopt
regulations to adjust the pay differential as set out in (e) of this section and establish a
differential for employees residing in places not designated in (e) of this section. The

differential is not subject to collective bargaining under AS 23.40.070 - 23.40.260. The



differential shall be established or adjusted under this subsection to reflect changes in the cost
ofliving between communities o f residence in this state and the cost-of-living in Bellingham,
Washington, as abase of 100. The director of personnel shall conduct a cost of living survey
every five years. The cost-of-living differential is subject to legislative review on an annual
basis.”

Reletter the following subsection accordingly.
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HOUSE BILL NO. 545 PUB. EMPLOYEE COST OF LIVING DIFFERENTIAL

“An Act relating to the cost-of-living differential for certain public employees residing in the state and the criteria for
determining eligibility for the differential; and providing for an effective date.”
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FISCAL NOTE ND- 2

STATE OF ALASKA Bill Version: HB 545

1996 LEGISLATIVE SESSION (H) Publish Dale: 3/22/96
Raviaion Data: Dapl. Affactad; DOTAPF

TMa: Coal ol Living Differential lor certain public BRU: Office ol the Commissioner
employees and criteria for deterniining eligibility Component. various

Sponsor: Rulaa

Requealer. ~ Governor COMPONENT SERIAL NO. 530
Expandltures/Rovenuee (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES

CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

| CAPITAL EXPENDITURES | | I I | |
[CHANGE INREVENUES ( ) | | 1 I | I
FUND SOURCE (ThouMnde of Qoitere)

1002 Fedleral Receipts
1003 OF Match

1004 GF
1009 GF/Pro]qram Receipts

e
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current y iv (FY99) coet: § 0.0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach awpm li papa i necessary)

This fiscal note assumes that the bill will not significantly change the current determination of ellgtoilty for Cost of
Living Differentia)

OO O

0 0 0 0
0 0 0 0
0 0 0 0

Prepared by: Sam Kto 1 Phone:  455-3900
o Special Assistant
Division: Office of thalepmm jajgner, viase
Approved by: - Data.  3jW<c
omm
Agency. Oapartmant of Tranapoftatlon and Public Fadlitet_

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO QOVERNPR'S LEGISLATIVE OFHCE
Far tutwr denbueon intameaon, cad ine Goventr'i Ugeeiaiva QAca
Pigil o(l
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alAifc  ALAIAA FISCAL NOTE NO._i__
1199 LEGSLATIVE SESSCN Bill Version: HB 545
RevicionOafe: Opt Affected Revenue (H) Publish Gate: 3/22/96
Title: Cost of LMng Differentia BRU; Permonent Fund OMdeod DtvWon
Component:  Permanent Fund DMdend OMeon

Sporeor dovemor
Requeetor Rule* Committee COMPONENT SERIAL NO. %1

Expendtuee/Vevenuec (Thousand* ol Dollar*)

OPOM.TWO EXPENDITURES Fva7 FY 98 FV99 FY00 FYO0L FY02
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANO ft STRUCTURES

GRANTS. CLAIMS

MISCELLANEQUS

TOTAL OPERATING 00 Qo a0 0o OXL a0

| CAJTTAL EXPENDITURES 1 1 1
| CHANGE INREVENUES () j i i

FUND SOURCE (Thousands cl Doian)
1002 Federal Receipt*
1003 G f Match
1004 GF
1006 Gf/Program Receipt*
1037 GF/Mental Health
Other
TOTAL 00 Q0 Qo ao ao ao

le*na*e of any current year (FY%) coat $ 0

POSmOMfc
FULL-RME
PART-TIME

TEMPORARY
ANAIYSB: (Altachaaeparatepogelneceaeary)

This bfl does not appear to Impact P#<mangnt Fund DMdend DMsion operation* a* Itiscurrently drafted.
There I*no Impact to the operating budget.

Prepared by. Nand Jones 466-2323
DMatorv Date  March 20X 1996
Approved by Commtaioner date March 20, 1996
Agency A

PRB>APER TO PRO/OE ALL OfSTRISUTXDN COPIEi TO dOVERNCHS LEGISLATIVE OFFICE
For Mtherdbtrtxitton Information col the Governor*! tegetottre Office
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FISCAL NOTE o]

STATE OF ALASKA Bill Version: hb 545
1996 LEGISLATIVE SESSION (H) Publish Date; 3/22/96

Revision Date: Dept. Affected; Administration

Tide: ‘Relating_ to state Tesidency Gefinition and criteria for BRU: Office of the Commissioner_
coat of living differential Component: Labor Relations

Sponsor Rules Committee
Requestor. Governor COMPONENT SERIAL NO. 5fi

OPERATING EXPENDITURES FY 97 FY B FY D FY 00 FY Ol FY 02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

D & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 00 00 00 00 00 00

CAPITAL EXPENDITURES N + e HI JD
|cHaNGEINREVENUES f jHE  H I H | o« TIT  HI

1002 Federal Receipts

1003 GF Match

1004 GF _

1005 GF/Program Receipts

1037 GF/Mental Health

OTHER

TOTAL . 00 M fl.QL Q 0Q
Estimate of any current year (FY 96) cost > -0-

POSMONS:

FULL-TIME

PART-TIME
TEMPORARY

ANALYSIS: (Attach s separate page if necessary.)
There ie do fiscal impact to the Department of AdminUtration.

Prepared by: Dianne Corso. Maneoer Phone: 43M4Q4-
Dlvision: Labor Relations Section Date:

Approved by Commissioner. Mark Bover
Agency: Department of Administration

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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ALASKA MARINE HIGHWAY SYSTEM <Chro/Qotc_L

E
S, 23.40.210

COST or LIVING DIFFERENTIAL

CHRONOLOGICAL LISTING OF EVENTS

1977 Legislation Passed

1978-80 Bargainin% Unit Agreements with Marine Unions allowed to
run out before implementing Cost of Living Differential (COLD).

1980  COLD implemented in Marine Union Agreements.  Residency
Affidavits developed.

1981  MM6P and [BU members filed suit challenging residency
requirement.

1980-83 Issue fairly inactive. The dollar amount of the COLD was
relatively small.

1983-1984 It was recoPnlzed that COLD was going to develop into a
significant amount in future contract years. e State made it an
important issue in contract negotiations, putting the Unions on
notice an all out effort would be made to identify non-renidents.

May, 1985 Tha Emergency Medical Notification form was made part of
the residency certification.

June, 1985 The office of the Attorney General assisted in
developing notification letters to employees, establishing
residency criteria, prepared a new residency certification form,

October, 1985 Letter sent to several employees questioning
residency. . A second letter was sent giving until November 1 to
clarify Tesidency. A notice was then placed on all vessels. A
letter was sent to the Unions indicating those employees not

cooperating.

1985-86 Correspondence, grievances, threats from individuals’
attorneys but no further suits.

1986 A new Certification of Residency was developed. AS 01.10.055
residency criteria was made part of it. Letters again sent in
November, December in the same manner as in October, 1985.

1988 U.S. Supremo Court refused to hear the appeals to lower court
ruling in favor of the State, thus allowing COLD to stand.

June 1988 Correspondence with Permanent Fund to attempt to develop
better certification requirements to better identify non residents

veloped

Februarv(~1989J) Oirector orders draft Polic/yt and Procedure %e clope
[ y Marine

[
Cor an..JalM r-trirfTcatlon ar~rew-i-d»fury_"S”tronglv resisted



ID:';= » -165-2417 RPR 10°yb «:54 No.Oul P.U3

M»rcH(|9t9d Jeffrey Cole, A.G., Anchorage became interested in our
e

COLD wKtle prosecuting one of our crew members in another matter.
The crew member signéd a sworn statement to his outside Alaska
address and had been collecting COLD from the State. Our residency
certification forma were sent’to Cole who felt they wouTd~"hot

up in court. 'He offeft-cl- to rewrite them and helped develgp poli_}/]
Snd— procedures. Director had staff pursue strategies wit Ad
Department of Law and Administration. y

The Ombudsman, David Haas, also took interest in our COLD situation
at this time. act

January, 1991 Commissioners Tumpij)f wrote the Department of Law a

memo reqtuesting" tmrtr assisitafrife _In establishing regulations
similar to those of the Permanent Fviad. Ronald Lorensen, A.G..

responded opening a file in Fe¥ruary7 1991 and assigned the project
to Kathleen Strasbaugh.

March, 1991 A.G- Valeria VanBrocklin, A.G., Anchorage had taken
over for Jeffre}/_ Cole and the unfinished business of developing a
residency certification and wrote a lengthy review and
recommendation on the subject. Nothing was moving on developing
regulations so it was decided to go ahead wTtTf @ new residency
certification that could result in prosecution. A.G. Joe Geldhof
took over the responsibility of brlng|n% offenders to prosecution
and indicated that given names, he would start proceedings.

April, 1992 Jerry Bryant, OMB, became interested in the AMHS COLD
situation and coflected AMHS correspondence and files.

August  f1-9¢™> After review of the issue by OMB and the Attorney
GeneFais"OTTEice, prosecution waa decided against and instead,
repayment and disciplinary action would be required. A letter from
Commissioner Turpin went ‘to all vessel employees, advising them of
this latest action.
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TONY KNOWLES, GOVERNOR

DEPARTMENT OF ADMINISTRATION P.O. BOX 110200
JUNEAU, ALASKA 99811-0200
PHONE: (907)465-2200
OFFICEOF THE COMMISSIONER FAX: (907)465-2105

April 17, 1996

The Honorable Mark Hanley, Co-Chair
House Finance Committee

Alaska State Legislature

State Capitol

Juneau, Alaska 99801-1182

Dear Mr. Chairman:

I would request that you schedule a hearing for CSHB 545(STA), “An act relating to the cost-of-living
differential for certain public employees residing in the state and the criteria for determining eligibility for

the differential....” as soon as possible.

The bill isa very important tool that will help the state prevent abuses that have occurred in this program
in the past. The House State Affairs Committee amended the bill to include the Permanent Fund
Dividend definition of “state resident”. The bill sets up a new framework ofeligibility criteria and
defines state residency for the purpose of pay differentials (COLD) for the marine bargaining units that
are required by statute and by the collective bargaining agreements. It codifies the state’s interpretation
of the pay differentials and will help avoid conflicts and legal actions on this issui which will save state

funds that are now spent on these disputes.

The state has been in active disputes with employees of the marine highway system over a definition of
state residency and the eligibility criteria for the pay differential since 1992. Arbitrators have used
different, and sometimes inconsistent, criteria in resolving the disputes. Confusion over the criteria and
whether it is subject to union bargaining has also led to court litigation. This diverse situation has made it
difficult for the Alaska Marine Highway System to administer the COLD program.

This bill resolves most ofthe uncertainty in the program by applying the permanent fund dividend
definition of state resident, which has been tested in court. In addition, this bill authorizes the Department
of Administration to adopt regulations to further clarify the criteria for pay differentials as tire need arises.
This would make it clear that the department has the authority and that criteria for determining eligibility
for the differential is not subject to collective bargaining.

Your early consideration of this request would be appreciated. Ifyou have any additional questions,
please contact my office at 465-2200.

MB/nn
cc: Pat Pourchot
Dianne Corso

024MH p~nteO on »pf pac-'ib /
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GOVERNCR Juneau Alaska 998" 000i
(907) 465-2500
Fa (907) 4653532
State of Alaska
OFFICE OF THE GOVERNOR
1
Jt-NEAL

March 22, 1996

The Honorable Gail Phillips
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Phillips:

Under the authority of art. IE, sec. 18, of the Alaska Constitution, | am transmitting a bill that
would clarify how the state applies the cost of living pay differential for public employees.
This bill sets up a framework of eligibility criteria and defines state residency for the purpose
of pay differentials which are required for certain public employees under collective
bargaining agreements. By codifying the state’s interpretation of the pay differentials, this
legislation will help avoid conflicts and legal actions on this issue.

The state has been in disputes with employees ofthe marine highway system over a
definition of state residency and the eligibility criteria for the pay differential. Arbitrators
have used different, and sometimes inconsistent, criteria in resolving the disputes. Confusion
over the criteria and whether it is subject to union bargaining has also led to court litigation.
This diverse situation has made it difficult to administer the differential program.

This bill resolves most ofthe uncertainty in the program by applying the permanent fund
dividend definition of state resident, which has been tested in court. In addition, this bill
authorizes the Department of Administration to adopt regulations to further clarify the criteria
for pay differentials as the need arises. This would make it clear that the department has this
authority and that criteria for the pay differential is not subject to collective bargaining.

| urge your prompt action on this bill.

Sincerely,





