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Fiscal Note
SB 207

Cost Calculation Summary:

One Time Costs
3 Journey level programmers 1 yr.

Admin Manual Update 6 employee months

Agencx\ Training . course development and
dministéring 6 employee months

. \\ . . .
Finance Participation in Coordination effort
we|th afl o%ﬁer afIJected_groups _
(Personnel, Labor Relations, Retirement,

Law unions) 12 employee months

Ongoing Costs _
Additjonal Manual Effort due tc changes in
benefit calculation

1 ﬁosition
Range 16

9/3D1/0313-05/3

190.0
31.0

31.0

62.0
314.0

45.0
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Additional Fiscal Note Analysis

Thrs b|I| as it ap glres to the Division of Finance would impact us
an ficantly as certain provisions chan e fundamental conc Pts ahout the
hods the ‘state uses to é)a% Its emplo Our comments are limited t
t 0se areas wnere the state would be re urred to modify automated and manual
processes In order to satisfactorily meet the provisions of this bill.

SUMVARY OF PROVISIONS AFFECTING FINANCE:

A major target of this Iegrslatron is aimed toward changing the Way in
which cost of living différentials are determined and paid. The State
currently maintains” 60 segarate salary schedules reflecting up to 30
salary ranges and 10 steps in each.

Cost of living differentials have alv/ays been. paid accordrnq to a
uniform ercentaqe sub%ect to certain exceptions due to collective
bargaining) to all chedules. This bill (sec. 2(d)) proposes to
Blace a |10 on the maximum amount that can be paid by establishing a
asic annual salary limit of $30,000.

Section 3 cf the bill would limit overtime rate determination to a
calculation based upon the basic annual salary amount.

In terms of computing retirement benefits section 4 would require the
state to track base retirement contributions se arately from
contrrbutrons re lated to the cost of ||vrng1 dif erentral onlar The state
Would ave to ch an%e benefit ca culatron algorithms to include se arate
calculations f bse salary benefits and benefits based on area ost of
living. drfferentras or each year of service in order to satisty t
provisions of section 4 of the bill. The current enefrt calculatron B
8Frformed anually. ana requires the ﬁtat]e to | Centry the nymber of years
creditanle service and t e three est . ? ars ermrnr

benefit a ounts This bill proposes a S| ant more so IS |cat
approach that it done manua[tJ ht? be moe s jectyto error d require

significantly more manual eff ort than before.

Sectron 1, 2, 47 have immediate effective dates upon passage of this

onrs atron h IS not feasible t? im Iement the provisionS of this bill
Immediately tate 1s currenty | ementrn new statewide
accounting system AKSAS) the current rg) system IS being modified
to interface with AKSAS, ‘there are schedu ed chan es to the current
payroll, system to accommodate_the most recent abor agreements, a current
aréa dif ferentral study s berngC com Ieted which will havg some Impact to
our Pa yroll rocesses and the Current classification study will also
ikely "have Significant impact to our payroll processes.

lementing changes . requjre this bill will need to be flexibl

cheduled t% be cgnsrdeﬂed ? gwrth all oV\herchan es that erP yb
Iegally and procedurally requiréd in order to keep our state payroll,
processes and systems properly functioning without service interruption.

Page 3 of 4
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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.

Page 4 of 4
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it
30
40
50
60
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OCOCOOOOOOD
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IV Analysis:

Prepared by Division 0

Page 2 of 2

Senate B|T 207
Fiscal ote |I)/SIS
etirement & Benefits
Department of Administration
March 13, 1985

With assacghe sections. four and five of this b|IIvYouId

Brom %ree hi hst consecutwe Years ﬁ

sed Tor bene It calc ation in Public Emplo F

|?et|remen stem (PER ﬁ to | clu e anr%/ area Gost-

Iving aljus ent| e memef “ ot rece|ve an

area cost-of-living differentia urmP at %ast
ent the me bers credited service

wou asg Prowde or ref ndlngl any contrdbatlons p|d

on arF ifferentials if the s gr#es used for benetit

calculation do not |nc|ude area-differential.

It is estimated that this bill would result in a
redu tion 1n (Ete tate contribution rate In the P?E%
geao est ate t]at the computer stem enhancements

neg a cc\)NsOtuof r$e133ub ”tor Fotpe86yr?t%€ntenance ﬁgcggtsst

are estimated to Increase by 8%each year.
The $38.2 FY 86 costs are calculated as follows:

The estimated d FY 86 Stat
co%t?fblurgﬁoﬁ rateeC r?aosoeﬁ)? times thg1 86
estimated state payroll '(8544,046,592 [$10.9]
Plus the estimated FY 86 system
maintenance COsts $13.1
%s the estimated one year FY 86 system
ancement CcoSts $36.0

Total Fy 86 estimated costs $38.2
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IN THE SENATE BY THE FINANCE COMMTTEE

SENATE BILL NO. 207
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
ABILL

For an Act entitled: "An Act relating to public employees; and providing

for an effective date."

BEIT ENACTED BY THE LEGISLATURE OF THESTATE OF ALASKA

*

*

Section 1. AS 23.40.210 s amended to read:

Sec. 23.40.210.  AGREEMENT. Upon the completion of negotiations
between an organization and a public employer, if a settlement s
reached, the employer shall reduce it to writing in the form of an
agreement.  The agreement may include a term for which it will remain
in effect, not to exceed three years. The agreement shall include a
pay plan designed to provide for a cost-of-living differential between
the salaries paid employees residing in the state and employees resid-
ing outside the state. ~ The cost-of-living differential or other
geographic cost-of-living adjustment may not be considered part of the
basic salary for purposes of calculating overtime compensation or
other salary adjustments. The plan shall provide that the salaries
paid, as of August 26, 1977, to employees residing outside the state
shall remain unchanged until the difference between those salaries and
the salaries paid employees residing in the state reflects the differ-
ence between the cost of living in  Alaska andliving in Seattle,
Washington. The agreement shall include a grievance procedure which
shall have binding arbitration as its final step. Either party to the
agreement has a right of action to enforce the agreement by petition
to the labor relations agency-

Sec. 2. AS 39.27.020 isamended by  adding an*wsubsection to read:

SSSSS
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(d) If an employee's basic annual salary is no more than
$30,000, the pay step differential shall be calculated using the
employee's basic salary. If the employee's basic annual salary is

_greater than $30,000, then the employee's pay step differential sha'l

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

* Sec. 3. AS 39.27 is amended by adding a new section to read:

Sec. 39.27.027. OVERTIME COMPENSATION.  Overtime compensation
shall be calculated on the basic salary of an employee before the
addition of any adjustments including pay 3tep differentials and shift
differentials.

Sec. 4. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.675. INCLUSION COF COST-OF-LIVING DIFFERENTIALS IN
COVPENSATION AND BENEFITS.  (a) An employee shall make contributions
to the system based on compensation including a cost-of-living differ-
ential.

(b) The amount- of a cost of-living differential may not be in-
eluded in the employee's compensation for purposes of calculating
benefits under this chapter unless the employee has received a cost-
of-living differential in a comparable amount or of at least that many
steps for at least 50 percent of the employee's credited service.

(c) When an employee receives a benefit, and if the employee's
compensation for purposes of calculating the benefit does not include
a cost-of-living differential, then the administrator- shall refund to
the employee the amount of contributions the employee made based on
the differential.

(d) In this section "cost-of-living differential" me.'ls an
adjustment to salary based on the cost of living in the geographic
region where the employee works and includes a pay step differential
under AS 39.27.'020.
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* Sec. 5. AS 39.35.680(8) is amended to read:

(8) "compensation" means the total remuneration earned by
an employee for personal services rendered, including cost-of-living
differentials only as provided in AS 39.35.675, payments for leave
that Is actually used by the employee, the amount by which the em
ployee's wages are reduced under AS 39.30.150(c), and any amount
deferred under an employer-sponsored deferred compensation plan, but
does not include retirement benefits, welfare benefits, per diem,
expense allowances, workers' compensation payments or payments for
leave not used by the employee whether those leave payments are sched-
uled payments, lump-sum payments, donations, or cash-ins;

* Sec. 6. (a) Unless the budget specifically provides or the legisla-

ture approves, the state may not

(1) reclassify a position;
C2) change the salary range of a jobclass unless thechange s

required to comply with AS 18.80.220(a)(5);

(3) pr-imote a person to the next step  of aflexibly staffed

position if the person was first hired in the flexibly-staffed position
after the effective date of this section; or

(4) award a person a merit increase.
(b) In this section, "state" means the executive, legislative and

judicial branches of state government and includes the University of

Alaska.

» Sec. 7. The amendments made by secs. 4 and 5 of this Act apply only
to members first hired under the Public Employees' Retirement System on or
after the effective date of secs. 4 and 5 of this Act.

* Sec. 8. Nothing in this Act terminates or modifies a collective

28 bargaining agreement in existence on the effective date of secs. 1, 2 and
29 4 - Tof this Act.

11



1 *Sev. 9. Section 3 of this Act takes effect January 1, 1987.
2 *Sec. 10. Sections 1, 2 and 4-7 of this Act take effect immediately
3 in accordance with AS 01.10.070(c).
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A/10/85
THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 207 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act relating to calculation of the cost-of-living

For

BE

and pay step differentials for the compensation and
retirement benefits of certain public employees;
limiting the state"s power to change the cost to the
state of compensation for <certain positions; and

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.07 is amended by adding new sections to read:

Sec. 37.07.085. LIMITATIONS ON STATE PERSONNEL ACTIONS. (a)
Unless the budget specifically provides or the legislature approves,
the state may not

D reclassify a position to a higher salary range after
September 1, 1985 wunless the reclassification is consistent with
policies established in AS 39.25.150(1) for a position classification
plan;

2 change the salary range of a jJjob ~class wunless the
change 1is required to comply with AS 18.80.220(a)(5), AS 39.25.010 or
39.25.150(2); or

(3) promote a person to the next step of a flexibly staffed
position if the person was first hired in the flexibly-staffed posi —
tion after the effective date of this section.

(b) In this section, "state" means the executive, legisl:
and judicial branches of state government and includes the University

of Alaska.

-1 - cssaB 2.0 7 (F in)
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Sec. 37.07.087. LISTING OF PERMANENT POSITIONS. (a) On or
before September 15 of each year, each department shall deliver to the
division of budget review in the Office of Management and Budget a
list of permanent positions in the department on July 31 of that year.
The list shall include for each position the position control number
(PCN), title, salary range, pay step, location, time status, bargain-—
ing unit if any, and position funding source. A department shall
remove Tfrom the list a PCN that 1is not funded and shall revise the
listing of other PCN"s to be consistent with the positions authorized
in the budget. The department shall report to the legislature each
year the positions removed from its list.

(b) After conforming the 1list of permanent positions to the
budget, a department may not establish a new permanent PCN or change
the salary range, pay step, location, or time status of an existing
PCN unless the division of budget review concurs.

(©) A department shall maintain the master 1list of the depart-—
ment"s positions as an automated position accounting control systenm
file in accordance with instructions from the Office of Management and
Budget.

Sec. 2. AS 39.25.010(b) 1is amended to read:

(b) The merit principle of employment includes the following:

1) recruiting, selecting, and advancing employees on the
basis of their relative ability, knowledge, and skills, including open
consideration of qualified applicants for initial appointment;

(2) regular integrated salary programs based on the nature
of the work performed;

(3) retention of employees with permanent status on the
basis of the adequacy of their performance, reasonable efforts of

temporary duration for correction in inadequate performance, and

CSSB 207 (Fin) -2-
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separation for cause;

(A) equal treatment of applicants and employees with regard
only to consideration within the merit principles of employment; [AND]

(5) selection and retention of an employee®s position
secure from political influences; and

(6) classification and pay plans designed to provide pay
equity by using judgments and factors free of biases based on race or
sex and determining job worth foi all job classifications based on a
single set of criteria.
Sec. 3. AS 39.27.020 is amended by adding a new subsection to read:

(d) IT anemployee"s basic annual salary 1is no more than
$30,000, the pay step differential shall be calculated using the
employee®s basic salary. If the employee®s basic annual salary 1is
greater than $30,000, then the employee®s pay step differential shall
be calculated on the differential for a basic salary of $30,000.

Sec. A. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.675. INCLUSION OF COST-OF-LIVING DIFFERENTIALS IN
COMPENSATION /ND BENEFITS. () An employee shall make contributions
to the system based on compensation including a cost-of-living differ—
ential.

(b) The amount of a cost-of-living differential may not be 1in-—
cluded 1in the employee®s compensation for purposes of calculating
benefits paid under this chapter unless the employee has received a
cost-of-living differential in a comparable amount or of at least that
many steps Tfor at least 50 percent of the employee"scredited service.

(©) When anemployee receives a benefit, and if the employee's
compensation for purposes of calculating the benefit does not include
a cost-of-living differential, then the administrator shall refund to

the employee the amount of contributions the employee made based on

-3 - cssB 207 (F in)
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the differential.

(d) In this section "cost-of-living differential™ means
adjustment to salary based on the cost of 1living 1in the geographic
region where the employee works and includes a pay step differential
under AS 39.27.020.

* Sec. 5. AS 39.35.680(8) is amended to read:

(8) "compensation" means the total remuneration earned by
an employee for personal services rendered, 1including cost-of-living
differentials onlv as provided 1in AS 39.35.675, payments for leave
that 1is actually used by the employee, the amount by which the em—
ployee"s wages are reduced wunder AS 39.30.150(c), and any amount
deferred under an employer-sponsored deferred compensation plan, but
does not include retirement benefits, welfare benefits, per dienm,
expense allowances, workers®™ compensation payments or payments for
leave not used by the employee whether those leave payments are sched—
uled payments, lump-sum payments, donations, or cash-ins;

* Sec. 6. The legislature shall review the pay step differentials
provided under AS 39.27.020 and wunder collective bargaining contracts
between the state and employee bargaining organizations following the
release of a comprehensive study of the geographic differentials by the
state.

* Sec. 7. By September 15, 1985, the division of budget review in the
Office of Management and Budget shall develop a master position control
system with the capability of matching permanent positions listed 1in an
automated position accounting control system against the state®s master
payroll record.

* Sec. 8. The amendments made by secs. A and 5 of this Act apply only
to members first hired under the Public Employees®™ Retirement System on or
after the effective date of secs. A and 5 of this Act.

CSSB 207 (Fin) -A-
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6 and

*

1987.

Sec. 9. Nothing in this Act terminates or modifies a collective
bargaining agreement 1in existence on the effective date of secs. 1 - 3,

7 of this Act.

Sec. 10. Sections k, 5, and 8 of this Act take effect January 1,

Sec. 11. Sections 1 - 3, 6, 7 and 9 of this Act take effect immedi—

*

ately

in accordance with AS 01.10.070(c).
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Position .Paper
—frfr I nrf’\r |urjgn Hg%rra ﬁ an‘fa rential _in Compensation
Bene |ts EZ t ns 4 and 5. CSSB 207 Q: nance),
Secti'OiTs b ana b; Work Draft 1D Frnan e),
February 12, 1986, Sections 32 and 34,

The Senate Frna ge Committee staff has requested the position of the
Department of Administration on the topic "shown above.

This proposal would amend the, Public Em rEIOYees Retrrement Systems,  The
amendment |? to cafu late re%rrement be ts usm? salaries” including ?
Praghrc differentials on| 50% or more of the c edrted servrce vvas a a
ocation where ?compar le geograﬁ Ii Ifferential P g

PO ees are afected g nown ec?raphrc di erentral wr&hrn the
aTtr r atrn itical . subdivi |ons Thi é) ? woufl } rovide for

efundi g ontriputiops pai e(?egrarr]r ditferentia f ary used
or benéfit calculation does’ not rnc the geograr ic dif erentra

This proposal does not affect current employees, onl; future employees.

This progosal ha? an mpact in two areas. Frrst retrrement ben (e fits for some
employeeS are affected an other will [ecerve ref uP S:.and sec? the maJ
tenance of records necessary for calculating benefits’is greatly increase

re argtr%n ? this Posrtron Paper, the Drvrsron of Retrrement and Benefits
res a t 1 es of 34 terminated, vested f rmer é& State Troo ers and
the t 40 state employee retrre n the P |c Emp ngeﬁ
Nrremeﬂt System PERS to determine wnat eff ect) thrf provrsron would have
on their“retirement or projected retirement benefit.

nassumrnﬁ that all o these mt%lor/ees were "new e nnlogees and th ore

ect to the pro 0 oun two of orm
Troopers,  woul av t elr retire |ts o en lal e
one case e benefit would 1 860 98 17
O 93 % 3 per
4

ave rom
R\er month gngnin ct)hee?ttgenr Igaggs?aﬁfc%teg are_those th have' received
re unc)s on therrydrfperentrl[alycontrrLutrons -20 o? the 7/ rvrdua(?

urre the

In terms of computing retirement henefits this propose' would re e
h uti

State 0 traﬁk ase ?Ttrlrement crfntrr utrnns ? Barate? from conj

related to the cost of living differential only. The ‘State would have to
change , the benefi t calcu at n Hhms to  perform sep]arate cal cu atrons
cost ?f [1yin rferentra %ear of service.. "The attache |s1%
ote Retrrement and Benefits details these costs. e net

or the Division 3
Irst year costs are §$23

The currené verjfication servrce IS Performed manually and re]qurres the
State to 1gentify . the num |r gears of creditable servrce ? osa

qurre asi rrcanty mare |abor ous appro% with, more man a st

é)e ores ct t errors tﬁ efore.” The Division o ance
ca cu ate t e costs or t ese _recorakeeping requirements to .
FY 87 $77 In FY 88 t hrou%h FY 91, and reguire an mcreasrn s a FY 92
ta\l eyon as_employees hecome vested under 'this proposal (se attached Fiscal
ote Trr the Division of Finance).
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rl(tefulrsm(ﬁur ‘e, céhs?to? %aﬁ%\ﬂ'ﬂ%fnglntﬁeenae(f ufonal detailhetcwnild Bo Sn%éd%

for . all new emﬁ)o eeé do not B Rort this Pvmon due to the cost o
achieving a minor “reduction In the fit of so few employees.

J.K. Humphreys®™, Director . Date /
HJivision of Retirement and Benefits
Department of Administration

fennetr Date ~7
Division of Finance
Department of Administration

Commissioner tleanor Andrews- Date

Department of Administration

Attachments:  Fiscal Notes (2)

Page 2 of 2

9/3K1/0225-02/7



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

thl FISCAL DETAIL
Bill/Resolution No.. Aency Afiected. Administration
Litie: Cost.of living differential ~Retirement and Benefits

In compensation ami benefits

Sponsor. Components:

Requestor: Senate Finance

Date of Request;  February 241986

EIPENDTLRESREVENES, (Thoysyds o Dall
OPERATING ghyovsgs,of Dalas) 21 e

PERSONL SERVICES (20 0
PN 8

MR ROT
@3 (52 (212
TR
AVENT
& STRLCTLRES
CRANTS CLAIG

TING 0 232 (2L6) ... (33) . (52 (212
CAPITAL
REVENUE

FUNDING:  (Thousands of Do!" ars)
CEARAL AUND 2

FEDERAL NS

OHR

TOAL (-
POSITIONS: -0-

ATl
TEVRCRIRY

[N

o
o

ANALYSIS:  Attach a separate page if necessary

Prepared B}Q
DIVISIOﬂ et|rement and Bengfits

Approved y Commissioper: ~ Eleanor. Andrews Date:
Agency: Department of Administration

D|str|but|on (by . Agency preparing fiscal note):
Legjs|ative l\émagnceyp paring |
Legisiative Sponsor
Requestor
Off|ce of Management and Budget ,
mpacted Agency(ies) Page 1 ol Rev. 11/8/85

Phone:  465-4460
Date: 65

ol 1K1/022 -09



CONTINUATION of FISCAL NOTE ANALYSIS
Cost of Living Differential in Compensation and Benefits

This Fiscal Note is I|m|ted to the roposal found in.sections 4 and 5 of SB
207, sections 5 and 6 Em nce) and sect|0n 32 and 34 of work
draft CSSB 121 F}Fmance? datd ruaR/ 986 It is further ||m|ted to
the Impact on the Division o Ret|reme t andBenehs

It is estimated that the savings in PERS would be approximately $40,000 minus
&he refund of con rEbLftPiOHS of apprOXJmate? gzo,o ODpor a ne avm% of
ygg (% reafter7 exclusive of administrative costs) and Increasing Ty 8% each

5/1K1/0226-10 Page 2 of 2



STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE

R E % UEST
Bill/Resolution Mo

e: Ot of Living Differential.
-in CampensatiQn-ai,i. Benefits------—

Sponsor: e R
&““P&eq%eé‘&? Ay 7t 1

Einaace-

"Components:

EXPENDITURES/REVENUES: éThousands of Dollars)
FY 8 FY 87 FY 88
OPERATING
PERONAL SERVICES 0 286.5 76.5
TRAR 0
CONTRACTUAL (0 0
%LIES 0 8 8
PVENT
s
0 ) n
TmfTLP 0 286.5 715
CAPITAL 0 0 0
mRTVTUE"
FUNDING.  (Thousands of Dollars)
CE\ERAL AND 0 286.5 115
HDERAL FUNDS 8 0 8
- Q 28%.5 77.5
POSITIONS:
FUL-TIVE 0 1 () 1 (6)
PART-TINE 0 0 1 ©
TEMPORARY 0 . 5142) . 0

ANALYSIS:  Attach a separate page if necessary

See attached analysis

Frepared By. Kenneth F.

Division:~~"

8 proved By Commissionefleandt Andrews

Agency:  Department of AdminTstration
Dlstrlbutlon (by . Agency preparing fiscal note):
>ﬁmagnceyIO paring )

slat|ve
L?gdsesatt?e Sponsor
Management and Budget
Impacte Agenc Q/(neg .
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Page _

Revision Date:

Gt

FY 89 FY 90 FY 91
75.5 1.5 7.5
b0
0 0 0
(0 n 0
0 0 0
0 0 0
7y . .. 715 .75,
0 0 0
7(7).5 715 715
o i
775 .. (1.5 ..77.5..

1 () 1@ 1@

1 () 1 ® 1 ®
.o .0 0
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F|3fa| Note
Cost of Living Differential in Compc .ation and Benefits

Cost Calculation Summary;

One Time Costs
3 Journe% level rogrammers
0

nths each 162.5
Administrative Manua update
6 employee months 31.0
Agency traiping course development and administerin
: X empl oyege monlsw P ’ 31.0
Finance participation in co rdlnatlon effort with all
hgr a?egted grou ? gersonne % elat?ons
etlren]ent and Law, unions
ployee months 62.0
286.5
On omg Costs
Additional  manual effort reguwed to maintain
additiongl historical data needed to verify
Ienﬂth of serV| e and contnbufmns with and
without 0geog g Ifferentia
1 position, “ra ge 45.0
Add|t|ona| 6m0nth/|¥]ear or payroll system, mam nance
1 position (6 month)  Analyst/Programmer (65.0 x 1/2) %g

Page 2 of 4
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Additional Fiscal Note Analysis
This Fiscal Note and the tollowmg comments are ||m|ted to the proposal found
In secttons gn fS seégtons Cg E)I ance) and
ﬁCtIOﬂS P n 40 Work dra SB121 Flnance ate Fe ruary k 1986.
¥are urther |m|ted to the | é)act on the Division of Finance whjch would

equired to modify aytomated and manual processes In order to satis-
acto Ily meet the provisions.

°  The Proposal chan?es the way in which retirement benefits are calculated
It s;nn‘lcantly m acts methods used by the State to gay Its em oyees

e ol i ol il

X o other Pes
epi-j over a emp oyee's enti
employment history n order to be able o ontp

°  The verification of lengt service, including the calculation of
enocfs wﬂ% and wdheq d|?rrerePt|a?s thf esgs;entta(tf1 Ee a manual
rocess These calculations wil s ar |n aﬁgromma el |ve Yearﬁ when
ew |res start becomtn% vested. a new U e
a(yro Ectton of the |V|5|on of Ftnance Wéﬂd be needed éwould

? one or t]v(\]/loerenp]%ogees |n|t|a y and grow as more and more
U

osed law “decide “to retire. This cost
0c urg/ eyond ﬂtge time frame sﬁgvvn on page one ot th?s Fiscal Note.

ute retirement “benefits.

Page 3 of 4
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Summary analysis of changes and related fiscal impact:
One time costs:

Modificatjons to automated sgstéems &mput form cr.anges, file changes,
program changes, analysis and design)

* 30 employee months.
ASSUMPTIONS

State can use eX|st|ngx base pa% schedules for each identified
employee group (approximately 12 groups%

This bill will not attempt to ehange any . fundamental Ba roll
E(r:%%%suslgg No major change will b8 required to th e current pay

This estimate does not include estimates for data processing
chargeback costs.

Changes re%wed by th|s bill will be aIIowe(d to be scheduled
gpr pneht Y. with all ?ther Iproduct|on that. Is necessary
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 calculations procedures.
* 0 employee months.
Coordipation of affected groups.to identify and mutually agree on imple-
mentation of ?e |s|a}|on % 1sions 0fP ergonnel HRe?atlons ao,
Retirement and Benefits, Department ofLaw, unions).
* 12 employee months.
Ongoing costs:
Additional manual ef ort in_the payroll section in order to malntaln the
additional rnétonca ta in a form tnat can, pe used fo f rify 3 of
?JeorSVIICI%HS Ing periods with and wit out frerentia Yne ad |tona|

égrdlyte%nr?l payroll systems maintenance due to increased complexity (6 month

fter %e rs when newe H]Io¥ees ste}rt to rﬁtlre a new unit will need to
e etsta‘? % to extract he emplo mentf stories the data ngede t(?
Ver| service W|t and without differential which must beprovided

to the Pub |c Employees Retirement System

Page 4 of 4
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POSIT|
(With Proposed Stat

o

Affairs Amendments!

° &

Tin's biill F eals with f dts inct to

a. sectional basi to dea W|t the In

fiscal |m acts W |c are* urt er e ta

?enera V\g% rtment of Administra
glsa on. elieve, however, th

recelve more attention.

SECTION 1;

Thg? Sectton IS anHed towarg chan mg the vvag in which coFt of livin
erent|as are determine 8 e currently maintains 60
garate salary schedules reflectlng up to 30 salary ranges with 10 steps in

}C This position paper |s
In_accompanyi sca otes. n
50 Suphorte ehd eenc of o

epared on
G}/dual topics.  Not ton 1S ﬁtan@
tt herg are several areas that should

)

The ose of the proppsed change to AS 23.40.210 appears to be to require
that pyuﬁure coll ectR/e Bar a?n?ng %r ements wﬁh QP [I gees exc? ude
r%ta IC cost? |V|ng erentl /a ustments rma. vertime or
11 Pa%/ nt|tement[s] emp gee eere and other “premium pay” would
e calculated only on the basic pey/wage schedule.

Th?cut’é‘t"t%pﬁs‘)rfmexﬁ'at‘é'” eatwtetttt Cost o g OMPences et 9, stem

?rt’ec?“ﬁrahpto AU P@Fa'hocn”mtt%h'efn o SEIICER ol o
ambur er, a kKl Watt hour of electricity, and a alon 0f asollne ost the
same for every employee In a ut tatioh, regardress, of income. Consequently,

there Is ast ong .equity argument for paying 8very aff cte em Io ee
frerential whith | eparate and apart” from the emp o ee's ear ng evel,

See also Section 2 eow owever It 1S emgo %e/s the mid-to-| o er .
an(r;es of the pay scales il remi

ically earn ov um pa ulating
?ve time/ rem|um ay on a ase ?chethIe coulg produce a true Nome uction
or present employees.

Caﬁculatmq overt|me/prem|um gay only on a base schedule, should resttlt in a

requctjon Personal Service enses e The amount of the
reduction and IS rt}|str|%ut|on ﬁee not %een caFcufated yet.

(lpHé?enwafntrowg]ed”hetwgeer?“e%]plgy e?eregag i aﬁpR/ %)nzlvart]g tﬂ ﬁgaé §|d|ng

ousde h he | to exclu e inter within eo-
; ét eren |a|s as wen then the proposed new rtang age should !
ted to rea
Cost-of-iivin erentjals or ather geo ¢ cost-of-livin
(?ustment ether ag ﬁl e W|tn|n § g gd% the state Wthch Rrowde

ge satdon In e¥ es Bf t at Proth In the bas ga Ptan mag i

con idereq part of the asm sg Y or purposes o ulating overtime
compensation or other salary adjustments.
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Seftron lh%s an_immediate ef ectrve date, . but apglres nly to future
collective bargaining agreements (see Sections 8 ?

SECTION 2;
Section of bill wo Id Irmrt the app reatron of the statutory pay st
t?erenttas to tﬁ Hrr t fa ﬁr base aar T erg tnag%%
an argument for ?a rn? the s do ar tra {0 a Xees gt a duty
statl This provision wou do that once t e $30,000 cap rs réache

The Legrslature ,n 1984 funded a study of the ?eo raghrc differentials. \Rrge

study 1S currently In cess and 1S, expected | e leted in April.
recornlmend t at ty h g{) ture B In}n g to rve urt?] P consréteraPron to the
questr%r{ geograp |c erentra en” the esults of the study are

avalla

This Section amends Title 39, Chapter 27 of the Alaska Statutes:. PIan
Stat e ?o ees There e|s no srhmrlar a]mendment to AS 2% 40.070 hro %h 260
Fhe Poeyees Relation Act. eref ore ther e IS no requrreme t th at
trture co ecﬁ arﬁ;grnrn r[;reements comp rr]/wrth this Sectron Sec“on

of the b earlg Icatés the Intention that Section 2ap8¥ Fctrve
bargaining agreements orma give this e ould be

ame ae tg agqurre uture aareemerits “to not con”rct wA?t proposec? ;
39.21.020.

Section 2 sets ? cap ot $30 000 in basrc salary or the payment o geographrc
drtferentral ver time, thjs CV\HV ef ore and more mrpol){ge (35
salaries rrse the dr eren , t] ould there ore ecome a sma ma ler
EO tion of rncorn \Ail ave an a veﬁ e%t o]n employees at t eJower
n the sa arr sched e who are most a ected 9he COStS. n or er to
i%&raréﬁe th n%i g jec 0] recotrnjr{rgrrrd taat t edulleererhe closeg{J C rren ran
and step 10 % %30 Otgsprs rang 5 , stet; !yV\g therefore, recommend ﬂt gectrgn
of the bill’ be amended to read:

(d) If an employee's basic annual salar |s no mo[e than the basrc

n
saIar ovided b ran e step schedule n
39. y0 1, t ga§ Jr'fer ntial shaq e caleufateolu ustng the
emép og/ ﬁ basi sa ary. If the e ee's bdasrc annua ala g/ '§
r[J at r than the basic annual sa ar@ grovr ran , [p of

e salary schﬁd le I 3?2 t tp e Pax ep

dr erentral sha I be calcu don the dr or range 15
step B, of the salary sched ue In AS 39,

Section 2 has an immediate effective date.

SECTION 3;

Thrs Section of. the bill is a companion r1psroyrsron to Sectron . Thrs Section

ag res res”rctr on to overime. compe ation calculation for employees not
covere Z collective %garnrnng the Executiye Brzﬂr Section’ 1"applies a
srmrlar restriction to thdse eniployees covered by collective bargainin é)

agreements.
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Again, tnrs Section would rimarily affect employees in the mid-to-lower
ranges of the pay scales.

Section 3 has an immediate effective date.
SECTIONS 4 and 5:

These Seftrons amend the Public Emplogees Retirement Sl}/étems The ﬁmendment
IS to calculate retrrement benefits’ using salarres Inc| rnlga geogran
Ifferentials ony 1T 50% or m e of the cre Ited servrce s"ata ocatron
wnere ac mpara ble geoglra hic ditferential nras ﬁ K State em loyees are
a ecte ebrg are “no Known @eo rart)hrc differe trals wrt in the a t| ipating
ortrBa su rvr ronsg1 Q |0ns|YvoH]d also provrra e for ref m any

ec
ontributions ?erentr salary used for bene It
caPcuIatron dos not rnc?ude area dif ?erentra? y

Sectrons and 5 would ot a ct curr nt em onees ther ore the immediate

p ct will be relative . The lon mpa t greater because

the requrr men to ¢ c ate ret rem n ene rt erent or employees
rre after the erfective date of

T o, s o1 e AL thmr'oret;serer - rrt )

cilculating tetirement ponelts and efutos o cmlofees e 1
Fod :

q E s stantr r I tr
the perceived cost savrngs the net effect would be a cost to the Stat
In terms of com uting retirement benefits Section 4 would re urre the State to
tra etire con rrtfutrons orr) base salarres senaratel nt ributions
re ate fo t e cost of rvrnﬂ , eren tial .only, The current ener

Cb atron IS per ormed a ually and regurﬂes the Stat% to |deo\1t|y the
num er of %rs of creditable servrge and the three (I] est ears
determining benefit amounts. Amen |\rlr\]q these retirement sections
|Sr|n r;yircan ly complicate the system without achieving a srgnrfrcant program

Section 4 and 5 have an effective date of January 1, 1187.
SECTION 6:

This Segtron od‘ the bill would rerﬂuirje thﬁ Legislature to take an active role
in the day-to-day management of afl branches of government.

The Department of Administration o Poses this Section. V\e believe this
rovrsron grolates the ? Paratron E powers doctrine. It would Provrde an

nwarranted Intrusi he Legislature Into the management prerogatives of
the Executive éranc J Y prerog
SECTION 7:

This Sectron make he retjrement provisions of Sections 4 and ply only to
meTmbers of Psblfc Emp’oxees Re%rrement System ﬁrst hlrlred a? Ptrte Y
ffective date of Sections 4 and 5

T/ijn*? "mie.nsr-
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SSSSSSSS

Section 5 provides "grandparent" rights to current collective bargaining
agreements.

SECTION 9:
This Section makes Sections 4 and 5 effective January 1, 1987.
SECTION 10:

Sectrpns 1-3, and 6 and 7 have |mmed|ate fectiv dates. u pas g f this
IS atrop prs not feasible to Implement the provrsro this bill
Im edrate% The State IS currenpy | IementH new statewrde accountrr\r{p
stkstem § Ag the cg pent parp sysfem is modified to Interface with

ere re sche d cha %es to” the current ayJ sstem to a commo date
the most recené %or agrpement and_a current area ‘differéntial st
bein com leted which wil Tave some |m act on payr processes Td
rov itferent actual e t| B For.e am le. Overtrme an npremru
a or thosp not covered g/ arg arnrnp |mmed|ate Y, overt] e an

mh H or th o e cover % by co ectr e nrng ne t co tract
30,000 f or those . ndt cov re%goy co ect |ve

erentra
argarnrn medrate%fJ epgraphic dif erentral cap of 000 for those
covered bg collective araar 8 not required.

mplementation of
r%toarggg Ieplcupe entation of the same requirement only makes implementation

The current colleptdve bargarnrn agreements for the General . Government,
Supervisory, Confidential and Labor, Trades and Crafts bar%amrng units E
ex |re on December 31, 1986.  In order to affect most employees chere rp
collective bareqarnrn as well as those 0[ covered b ective bargaining at
one time, we récommend that tt]p entrre | ave an pecuve ate 0

nuarp L . Not onlp this app% p common effective (ate, but will
?as Ionhe department sufficient time t ement the changes in an orderly

Implementing changes required by this bill will need lexibly scheduled
to |Obe conﬁgere gl H liltn aIPyotner changes that wrw Be [egal? yan§
rocedurally required™in order to. keep the state pa'/roll processes and systems
Broperly unctioning without service interruption,

Position Summary

Ve su t the primary concept of this bill that atte ts to dr trngursh

a me wa S ver us pa ent or cost-of-livin eren 1als. " W& su ort
cost- In a given geogra hrca location s the

or a |n th t way efmployeés dre currently paid IS not

% ? catron an
consistent with that idea.

However, we need to emphasrée that. this is a srgnr ficant departure from the
np our current c llective argarnm apreement and stap]ut S read E how our
pl Wﬁp Ime to_consjder how we can

loyees are V\p \rp]r
|m lement the ntent of this thout causing significant drsparrty

333333333333333 DAnp a r>e r



POSITION PAPER
SE 207

between covered and noncovered r%]roups(i) em Io¥ees or Without vmlatmg
certain constltutlona roviIsIo Additio alx this bill has certaln
Prowsmns which o Into, effect | medhately ug pssaﬂ Jt IS not possible
0 |mg e(rpent them |mmed|at|e|y as t ang\és ICa tly Im ?c our

autom te and manual payroll rocesses reco mend that Im ementat|0n be
schedu ed to commde W|th th t|me When aP o na}e col ect|ve argamm?IIS

changes can be S cover ees are 9% of the work force
\%ro&lg 1S not InC ugea this %HI \EW quite likely cost more money than it

Frank Raye, DiTector
Department, of Adm|n|strat|on

i K. Humphreys//Direcmt Date [/
a"DJepartmentpo ) c(m|n|st|rat| on

Kenneth L Bischoff,
Department of Administration

, 3112126
Commissiorter ~Li Date
Department of Administration



COMMITTEE REPORT

SENATE
FURTHER:
FINANCE
3/1/85 :
vate Px 14 ks
Mr. President
The Committee on STATE AFFAIRS considered SB 207

relating to public employees; efd.
and CT mai ority of the committed (the committee) reports it back with
the following recommendations!

do-pass

do pass with attached amendment(s)

replace~*wit:h7or-adopt----CS for

new title
same title and recommends

and attached a "LETTER OF INTENT" [V NEW FISCAL NOTES

reports it back without recommendation

recommends referral to Committee
MEMBERS SIGNING MEMBERSJJAVING
DO PASS OTHEFfFt~"gTOMMENDATIONS
[}
K./" W > )L M



Page 1, lines 6-7: Delete title and insert:

"An Act relating to overtime compensation for
public employees; calculation of cost-of-living
and pay step differentials for the compensation
and retirement benefits of pi "lie employees;
limiting the state®"s power to change the cost
of the compensation for certain positions; and
providing for an effective date."

Page 3, line 14: after "position"™ 1insert "to
a higher salary range"

Page 3, lines 28-29: Delete "1, 2 and 4 - 7"
and insert "1-3 and 6, 7"

Page 4, line 1: Delete "Section 3" and insert
"Sections 4, 5"

Page 4, line 2: Delete "1, 2 and 4 - 7" and
insert "1-3 and 6, 7"

Binmn iiwry



S ENATE AAM ENDMENT

By _ STATE AFFAIRS

To! ENAEBLL N s
To: HUEBLL N
Page: i Line: 6,7

DELETE:  THE PRESENT TITLE

ADD NEW TITLE: ~ "AN ACT RELATING TO OVERTIME COMPENSATION FCR PUBLIC
EMPLOYEES; CALCULATION OF COST-OF-LIVING AND PAY STEP DIFFERENTIALS
FOR THE COMPENSATION AND RETIREMENT BENEFITS OF PUBLIC EMPLOYEES;
LIMITING THE STATE'S POMER TO CHANGE THE COST TO THE STATE CF
COMPENSATION FOR CERTAIN POSITIONS; AND PROVIDING FOR AN EFFECTIVE DATE. 1

igrowrjmjWtiaraQg,



By state affairs

To: INAE BILL Ny
To: HOE BILL No
Page: 3 Line: 14
AFTER  "POSITION"

ADD:

"TO A HIGHER SALARY RANGE;"



To:

S ENATE

AM E NDMENT

By  STATE AEFATRS

H\WE BILL Ny 907

To:

DELETE:

ADD:

Page:

[1,

1 -

2 ]

3

3

HUE BILL Ny

Line: 28



S ENATE AME ftD M E N

By  state affairs

To: INAEBLLN, m.
To: HOEE BILL Ny
Page: 3 Line: 29

DELETE: f4 - 7]

ADD: 6, 7



To:
To

DELETE:
ADD:

Page:

3 ]
4,3

S ENATE

4

By

Line:

AAM ENDMENT

STATE AFFAIRS

HE\WE BILL No
HOUE BILL No

201



S ENATE AAM E NDMENT

By . STATE AFFAIRS

To: INAE BILL No
To: HOE BILL No
Page: 4 Line: 2

DELETE: [1,2] [4-7]
ADD: 1-3: 0, 7
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1IN THE SENATE BY THE FINANCE COMMTTEE
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 entitled: "An Act relating to public employees; and providing
[ for an effective date."

g 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 of negotiations
1 between an organisation and a public employer, if a settlement is
12 reached, the employer shall reduce it to writing in the form of an
13 agreement. The agreement may include a term for which it will remain
14 in effect, not to exceed three years. The agreement shall include a
15 pay plan designed to provide for a cost-of-living differential between
16 the salaries paid employees residing in the state and employees resid-
1 ing outside the state.  The cost-of-living differential or other
18 geographic cost-of-living adjustment may not be considered part of the
19 basic salary for purposes of calculating_overtime compensation or
20 other salary ndjustinents. The plan shall provide that the salaries
2 paid, as of August 26, 1977, to employees residing outside the state
22 shall remain unchanged until the difference between those salaries and
23 the salaries paid employees residing in the state reflects the differ-
24 ence between the cost of living in Alaska and living in Seattle,
25 Washington.  The agreement shall include a grievance procedure which
26 shall have binding arbitration as its final step. Either party to the
2 agreement lias a right of action to enforce the agreement by petition
28 to the abor relations agency.

29 *Ssc. 2. AS39.27.020 is amended by adding a new subsection to read:
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10
11
12
13
1A
15
16
1
18
19
20
21
22

23

25
26
21
28
29

(d) If an employee's basic annual salary is no more than
$30,000, the pay step differential shall be calculated wusing the
employee's basic salary. [f the employee's basic annual salary is
greater than $30,000, then the employee's pay step differential shall
be calculated on the differential for a basic salary of $30,000.

Sec. 3. AS 39.27 is amended by adding a new section to read:

Sec. 39.27.027. OVERTIVE COMPENSATION. ~ Overtime compensation
shall be calculated on the basic salary of an employee before the
addition of any adjustments including pay step differentials and shift
differentials.

Sec. A AS 39.35 is amended by adding a new section to read:

Sec. 39.35.675. INCLUSION OF COST-OF-LIVING DIFFERENTIALS IN
COMPENSATION AND BENEFITS.  (a) An employee shall make contributions
to the system based on compensation including a cost-of-living differ-
ential.

(b) The amount of a cost-of-living differential may not be in-
eluded in the employee's compensation for purposes of calculating
benefits under this chapter unless the employee has received a cost-
of-living differential in a comparable amount or cf at least that many
steps for at least 50 percent of the employee's credited service.

(c) Vhen an employee receives a benefit, and if the employee's
compensation for purposes of calculating the benefit does not include
a cost-of-living differential, then the administrator shall refund to
the employee the amount of contributions the employee made based on
the differential.

(d) In this section "cost-of-living differential" means an
adjustment to salary based on the cost of living in the geographic
region where the employee works and includes a pay step differential
under AS 39.27.020.
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1 * Sec. 5 AS39.35.680(8) is amended to read:

2 (8) "compensation" means the total remuneration earned by
3 an employee for personal services rendered, including cost-of-living
4 differentials only as provided in AS 39.35.675, payments for leave
5 that is actually used by the employee, the amount by which the em
G ployee's wages are reduced under AS 39.30.150(c), and any amount
7 deferred under an employer-sponsored deferred compensation plan, hut
8 does not include retirement benefits, welfare benefits, per diem,
9 expense allowances, workers' compensation payments or payments for
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 specifically provides or the legisla-
13 ture approves, the state may not

14 (1) reclassify a position;

15 (2) change the salary range of a jobclass unless thechange s
16 required to comply with AS 18.80.220(a)(5);

17 (3) promote a person to the next step  of aflexibly staffed

18 positionif the person was first hired in theflexibly-staffed position
19 after the effective date of this section; or

20 (4) award a person a merit increase.

2 (b) In this section, "st'te" means the executive, legislative and
22 judicialbranches of state government ard includes the University of
23 Alaska.

24 * Sec. 7. The amendments made by secs. 4 and 5 of this Act apply only
25 tomembers first hired under the Public Employees' Retirement System on or
26 after the effective date of secs. 4 and 5 of this Act.

21 *Sec.8. Nothing in this Act terminatesor modifies a collective
28 Dbargaining agreement in existence on the effective date of secs. 1, 2 and
29 4 -7 of this Act.

SSSSS



1 *Sec. 9. Section 3 of this Act takes effect January 1, 1987.
2 *Sec. 10. Sections 1, 2 and 4 - 7 of this Act take effect immediately
3 in accordance with AS 01.10.070(c).
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CS FOR SENATE BILL NO. 208 (I&£'S
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the formation of regional educa-
tional attendance ai€ s in certain villages; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. Federal transfer schools formerly
funded through the Bureau of Indian Affairs in the villages ofAkiachak,
Altialc, Tuluksak, and-Chevakaa% ﬁger receive federal fundingafter
fiscal year 1985,  The legislature finds that these villages have
successfully operated the schools on their own through contracts with the
Bureau of Indian Affairs. Therefore, it is the purpose of this Act to give
these villages the opportunity to continue to operate these schools on
their own by forming fegional educational attendance areas.

" Sec. 2. (a) Notwithstanding AS 14.08.031, the villages of Akiachak,
Akiak, Tuluksak, ans- Chevak(may each hold an election to determine if the
village shall form its oan regional educational attendance area for the
purpose of operating schools in the village.  The village may form a
regional educational attendance area only if a majority of the qualified
voters of the village vote to do soinan election, held no later than
August 13, 1985. If an election isnot held by August 13,1985, or if a
village votes not to form a regional educational attendance area, the
federal transfer schools in the village become part of theregional educa-
tional attendance area in which thevillage is located. Aregional educa-
tional attendance .ea formed under this section is subject to the pro-
visions of AS 14.08 and other provisions of law relating to regional

08 (-HE-Sfr)
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educational attendance areas.

(b) If aregional educational attendance area is formed in a village
under this section, other schools in the village that are part of the
regional educational attendance area in which the village is located and
property belonging to those schools shall be transferred to the newly
formed regional educational attendance area. All existing contracts and
obligations of those schools shall be transferred to and honored by the
newly formed regional educational attendance area.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.-
10.070(c).
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University of Alaska. Fairbanks
Fairbanks, Alaska 99701

CENTER FOR CROSS CULTURAL STUDIES
COLLEGE OF HUMAN AND RURAL DEVELOPMENT

April 18, 1985

John C. Sackett
Co-Chairman
Finance Committee
Pouch V

Juneau, AK 99811

Dear Senator Sackett:
Please find enclosed a brief summary of research that supports SB 208.

As |1 note in the conclusion, local control is not a panacea but for these five
villages it certainly seems the best solution. Research, both from Alaska and
from Outside, supports local control. My own experience as a teacher iIn the
Chevak contract schools some years ago demonstrated to me the value of having
educational policy formed by the people it would affect.

If you have any questions concerning the attached, please call me at 474-7434.

Sincerelv.

G. Williamson McDiarmid

Asst. Professor of Education
Center for Cross-Cultural Studies
University of Alaska

Fairbanks, AK 99701

GWM:pt
Enclosure



RESEARCH EVIDENCE ON LOCAL CONTROL AND ITS EFFECTS

Submitted to the House Committee
on Health, Education and Social Services
and the Senate Committee
on Health, Education and Social Services

In support of HB 365 and SB 208

by

G. Williamson McDiarmid
Assistant Professor of Education
Center for Cross-Cultural Studies

University of Alaska
Fairbanks, Alaska

April, 1985



Research Shows that Local Control Can Contribute
to School Effectiveness and Community Competency

Five villages in the Kuskokwim Delta that have
operated their own schools during the past Tfive
years are attempting to establish themselves as
independent districts with state funding.

Research conducted both nationally and in Alaska
offers evidence that these villages would benefit
more from vremaining independent and operating
their own schools than from becoming part of
larger REAA districts. This is not to say that the

REAAs cannot. — or do not — provide excellent
public education. Rather, these villages may be
able to realize (greater benefits - both
educational and non-educational - by running

their own independent school districts.

Below we present evidence to demonstrate the
following:

1. Structuring school districts so that
parents feel more ownership and,
consequently, more responsibility
encourages greater parent involvement in
their children®s education.

2. Higher levels of parent involvement in
their children®s education is associated
with higher achievement in reading, more
positive self-concepts for both students
and parents, better community-school
relations, and better student work habits.

3. Teacher-community partnerships, a prime
ingredient for effective schools in rural
Alaska, is more likely to occur when

teachers work directly for the community
rather than for a distant central office.

k. Curriculum that teaches Ilocal values, that
transmits skills needed in the community,
and that takes advantage of local
educational resources is more likely to be
implemented in communities where residents
have a strong voice in school matters.

5. The experience of operating their own
schools contributes to a community®"s sense
of competency. Greater community compe-
tency may enhance community mental
health.



6. Because educational decisions are made
locally, issues of great moment to parents,
school board members, teachers or students
can be dealt with expeditiously and with
maximum input from the parties involved.

1. The greater parents' sense of ownership of
their  schools, the greater their sense of
responsibility for their children's education.

McDiarmid®s (1984) study of school governance in
rural Alaska provides abundant evidence to show
that iIn communities where people feel the school
is "theirs,"” parents are more likely to feel they
are instrumental in their children®s education.

In their study of rural high schools, Kleinfeld
and McDiarmid (19S.5) presented several -case
studies of actual rural schools. In the course of
their study, the researchers surveyed alj rural
high schools and did fieldwork in some 32

villages. Typical of rural schools that arent
working well are fatalistic parent attitudes about
their children®s education. That is, they know

their children are not receiving a good education
yet they Teel helpless to change the situation.
Poor schooling is something being done to them,
not by them. In these villages, the teachers
typically believe that their Tfirst loyalty is not
to the local community but to the distant central
office.

One the other hand, in communities that have
schools that are working well, Kleinfeld and
McDiarmid found that parents believe their support
and involvement is critical to the success of the
school. These parents know what is happening in
the school and derive pride and satisfaction from
the performance of their children.

2. The more that parents participate in their
children's education, the higher their children's
achievement levels in basic skills.

The Northwest Regional Educational Laboratory
reviewed some Tfifty research reports in 1980 and
concluded that parent participation in their
children®s education has a positive influence on
student achievement. In addition, parental



participation improves self-concepts of both
children and parents, school community relations-
and student work habits (Northwest Regional
Education Laboratory, 1980).

A study conducted by the New York Department of
Education (Heisler and Crowley 1979) showed that
the positive influence of parent involvement is
greatest for children who scored lowest on a
pretest of verbal concepts. Given the predominance
of the Yupik language in the Kuskokwim Delta
region, we could expect to see similar results in
the five villages seeking independent status.

Also of interest is a study that Gillum conducted
in Michigan and involved some 1800 elementary
students. Gillum found that parent involvement in
deciding what was taught and in working directly
with teachers and students resulted in the
greatest reading achievement gains (Gillum 1979).

Finally, Roland Barth at Harvard reviewed 24
studies of hcme-reinforcement of school behaviors.
He found that the most successful programs
involved direct person-to-person communication
between parent and teacher (Barth 1979).

Parent involvement can and does occur in all types

of school districts — REAAs, city, and borough.
Yet, as we argued in number 1 above, parents are
more  likely to  feel responsible for  their
children's education if they are directly involved
in running their schools. Independent statu?

conveys to parents that they are in charge. More
than in any other type of district organization,
in locally controlled schools parents and other
community members perceive themselves as directly
and immediately responsible for the quality of
their children's education.

3. Teacher-community partnerships in education,
which have been found to be a critical element in
effective rural schools, develop naturally when
administrators and teachers work directly for the
community.

Kleinfeld and McDiarmid (1985) found in their
large-scale study of rural Alaskan high schools
that good schools are created on a partnership
between the community and the school. Teachers



consult with the community in organizing the
academic, vocational, and cultural aspects of the
school program. In return, parents and community
members support the academic goals of the school.

In schools that aren't working well, teachers are
often caught between their loyalty to the local
community and their loyalty to the central office.
On the one hand, the central office expects the
teachers to carry out its orders and implement the
district school board's policies. On the other
hand, the local community and the community school
committee expect the teachers to conform to local
values and to act in the best interest of their
children. When conflicts arise between district
policy and local preferences, teachers must choose
one side or the other. Either way, teachers —
and, therefore, students — lose.

Certainly, this situation does not arise in ali
REAAs. Some district school boards have granted
wide latitude to local teachers and community
school committees. Yet, if the local school
committee is the only educational authority that
teachers are responsible to, they will not
experience such divided loyalties. This would
eliminate one of the major sources of friction
that undercuts quality education in rural Alaska.

4. Curriculum that meets local needs and exploits
locally available resources is more likely to be
implemented in communities in which the local
board has a strong voice in school matters.

McDiarmid (19S4) found that rural schools offering
instruction in Native languages or locally useful
skills are more likely to be found in communities
with local boards that exercise strong influence
on school matters. At the same time, a major
source of dissatisfaction for school committee
members in villages that have little say about
their children's education is the absence of
courses that deal with local skills and language.

As noted above, Gillum's study of 1800 students
demonstrated that involvingparents in deciding
what  should be taught results in reading
achievement gains. The reason is obvious: When
parents are directly involved, they feel a much
higher ser.ie of ownership of the curriculum and a



greater sense of responsibility for assuring that
it is implemented than when they are not involved.

Fieldwork in both the McDiarmid study (1984) and
the Kleinfeld and McDiarmid study (1985) suggests
that community involvement in developing courses
on local skills and values increases the chance
that these courses will be seen as important and
valuable by students and parents alike. Moreover,
greater community support for courses dealing with
local skills and language translates into greater
general support for the academic curriculum and
for high standards.

5. Experience in  running its own schools
increases a community's sense of competency.
Greater community competency may enhance com-
munity mental health.

In a study of the Chevak Village Youth Association
(CVYA), McDiarmid (1983) argues that the most
important purpose served by indigenous youth
organizations may be increasing the sense that
community members have of their competency to
organize and carry out critical social tasks. As
he writes, "CVYA is one of a complex of
organizations — which includes the autonomous
school board, the wvillage corporation, the city
council and others — which serves to enhance the
community's sense of control over its own destiny
and to increase the number of villagers who learn
to locate, marshall, and use resources" (McDiarmid
1983, 74),

By increasing the community sense of competency,
such organizations may serve to enhance the
community's self-image and its belief’ in its
ability to control the institutions that affect
its future. As  McDiarmid writes of locally
controlled organizations, they serve "to increase
community self-esteem  through the successful
completion of planned activities" (lbid., 73).

Other researchers (Manson, Tatum, and Dinges 1982;
Mohatt and Blue 1982) argue that this sense of
competency may be the most potent weapon Native
communities have in combatting debilitating mental
health diseases such as depression, suicide, and
alcoholism.
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All of these communities have already demonstrated
their ability to run their own schools. To lose
that control over such a vital social institution
would be to decrease the opportunities these
communities have to demonstrate to themselves that
they can competently run social institutions not
indigenous to their societies but rather thrust
upon them by history.

6. When educational decisions are made locally,
issues of great moment to parents, board members,
teachers or students can be dealt with
expeditiously and with maximum input from the
people affected.

McDiarmid (1982) found in his case study of a
rural school that local school board members
perceived the major impediment to better education
to be their inability to get the regio. > school
board to decide on issues that the local board
considered critical.

Rogers' study (1981) of the decentralization of
schools in New York City mentions similar findings.
Specifically, Rogers found that the "community
school district system...has provided for enough
social peace, local level flexibility, and openness to
allow schools to respond more effectively to the
needs of their local constituencies” (Educational
Priorities Panel 1981). Community schools can
respond more effectively because decisions can be
made on the spot. Unlike large district boards that
are responsible for a number of schools, local
school boards must deal with the needs, concerns,
and problems of only one school.

Conclusion

While local control of schools is not the magical
cure-all  that some of its proponents claim,
research findings suggest that in some
circumstances Jlocal control offers both
educational and non-educational advantages. In
rural Alaskan villages that have already had
experience with running their own schools, local
control offers definite advantages. Some of these
advantages included increased parental involvement
and, consequently, higher achievement; better
teacher-community partnerships that are critical
to successful rural schools; a curriculum tailored
to local needs and resources; the opportunity for



communities to enhance their sense of competency;
and greater assurance that issue of great local
importance will be dealt with quickly and fairly.
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Excerpt From
SENATE FINANCE COMMITTEE MINUTES
Monday, April 22, 1985
3:30 a.m.

COMMITTEE MEMBERS

Senator Jan Faiks, Co-chairman
Senator John Sackett, Co-chairman
Senator Eliason
Senator Ferguson
Senator 1. Fischer
Senator Halford
Senator Kerttula

SB 208

Co-chairman Faiks moved that SB 208 (ACT RELATING TO THE
FORMATION OF FEDERAL TRANSFER REGIONAL EDUCATIONAL ATTENDANCE
AREAS IN CERTAIN VILLAGES) be brought on for discussion. She
directed attention to CSSB 208 (HESS (ACT RELATING TO THE
FORMATION OF REGIONAL EDUCATIONAL ATTENDANCE AREAS IN CERTAIN
VILLAGES) and noted that on October 1, 1985, the Federal Bureau
of Indian Affairs will transfer schools formerly funded by BIA to
s, series of villages in the Lower Yukon and Kuskokwim areas. The
purpose of the legislation is to provide the villages an
opportunity to operate their schools through formation of
individual REAA .

Co-chairman Sackett advised that, he and Senator Ferguson
introduced the legislation because they represent five
communities which currently operate, administer, and govern their
own schools. With the impending BIA turn-over to the state,
these villages are in danger of losing local control, and they
risk incorporation within larger school districts. The Co-
chairman noted that the educational philosophy statewide has
always been that of keeping it as close as possible to the
students, parents, and communities involved.

The Co-chairman acknowledged that the legislation poses problems
in the creation of additional REAA®"s, especially in terms of
unorganized boroughs. Two legal opinions have been prepared.

The one from the Division of Legal Services, Legislative Affairs,
is more comprehensive than the opinion prepared by the Office of
the Attorney General.

Co-chairman Sackett requested that a representative from one of
the impacted school districts speak to the method of operating
the school district under the existing BIA contract.

The state Board of Education voted in opposition to the bill
without benefit of testimony from impacted communities or
consultation with either Senator Sackett or Senator Ferguson.



BBM

Co-chairman Faiks inquired concerning whether an analogy could be
made between the situation covered by the proposed bill and
efforts in the Anchorage area to wrest control of private and
religious schools from the state. Co-chairman Sackett responded
that the instant situation 1is not similar in that he would prefer
to have the schools within the state system and governed by state
rules, regulations, curriculum requirements, standards, etc.

What 1is sought, however, 1is local management control.

Senator Eliason asked how many students would be involved in the
issue. Co-chairman Sackett replied: Akiachak (130), Alciak (70),
Chefornak (97), Chevak (185), and Tuluksak (115)-

HOWARD DIMOND, Principal, Tullcisarmute Yup®"ik Day School,
appeared before committee. He advised that since the village
assumed local control of its school, a nucleus of responsive,
interested parents has formed which has resulted 1in increased
attendance. SB 208 would allow these efforts to continue when
the school 1is transferred from BIA to state control. In response
to a question from Co-chairman Paiks concerning who would be
running the schools, Mr. Dimond advised that authority would be
vested in a local school board. Funds would continue to be
received and administered by local IRA"s. Senator Ferguson
advised that under the proposed bill, villages would vote to
determine whether they wished to create individual REAA"s and
elect a school board. Senator Kerttula asked if, under the
proposed bill, five superintendents would be hired. Co-chairman
Sackett responded affirmatively, noting that the villages are
small enough that the superintendent/principal, principal/teacher
concept "still works." The administrative overhead has thus not
been dramatic.

Discussion followed concerning school systems under the direction

of a "lead teacher"™ rather than a hired administrator- Mr..
Dimond assured that hired administrators would have duel roles
within the schools they serve. The schools also anticipate

formulation of a cooperation agreement whereby they would "get
together”™ for functions such as recruitment, purchase of supplies
and fuel, etc.

Co-chairman Sackett advised that in the past the impacted school
districts provided education at a cost which 1is less than what
they will be receiving under the foundation formula. He noted
that the foregoing evidences that the legislature has been
generous in providing funds under the formula. He further noted
that APU provides education for approximately 1/3 of what it
costs the University of Alaska on a per student basis. In the
end, the Co-chairman advised that regardless of whether the
impacted villages choose "to go local control . . . or REAA,™
they will receive the same amount of funding under the formula.

In response to a question from Senator Paul Fischer concerning
current operation of impacted village schools, Mr. Dimond

responded that his school has a school board which establishes
policy, a principal/teacher (himself), and a group of teachers
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which operate the elementary school. The state operates the high
school. When tne schools are combined under one entity, the
superintendent/principal will administer both schools.

Co-chairman Paiks asked if it would be possible for the five
impacted villages to form one REAA. Co-chairman Sackett
responded that the possibility was discussed but rejected. Co-
chairman Faiks asked if they had discussed joining the existing
REAA for administrative purposes and then contracting through
that entity for operation of the schools under existing school
boards and personnel. Under such an arrangement the schools
would merely transfer the relationship they now have with the BIA
to the REAA. Senator Ferguson advised that the villages had
attempted to contract per the above suggestion through the Dept,
of Education and had been informed by the Attorney General's
Office that it would be unconstitutional to contract services for
education in such a manner. Under the proposed legislation, the
villages would attempt to create entities which would provide
local control but which would not give rise to constitutional
problems. Co-chairman Sackett concurred.

Co-chairman Sackett noted that the village of Chefornak was
included in the original bill but deleted from CSSB 208 (HESS)
due to the fact that for a time there was controversy over
whether or not the village wished to participate in the
legislation. The village now wishes to be 1included. Co-chairman
Sackett thus moved for adoption of the following amendment:

CCSB 208 (HESS)

Page 1, Lines 12 and 19
Following "Chevak™ add "and Chefornak"

No objection to the amendment having been raised, it was adopted.
Co-chairman Faiks directed that the amendment be 1incorporated
within a Finance Committee Substitute for the bill.

In response to a question from Senator Halford concerning
classification of the impacted villages, Co-chairman Sackett
advised that they are all second class cities. In response to
guestions from Co-chairman Faiks and Senator Halford concerning
effecting contractual arrangements with the cities for school
operations, Co-chairman Sackett advised that it might be an
unwise precedent to set by statute. He noted that the five
villages have been grandfathered by existing local control of
their schools. Of the ten BIA schools to be turned over to the
state, five are currently under REAAls. The villages which are
the subject of this legislation have maintained individual
control.

STEVE HOLE and PAUL GOODWIN, Dept, of Education, next appeared
before committee. Mr. Goodwin, Special Assistant to the
Commissioner of Education, advised that he specializes in
coordination of rural ard native education and noted department
objection to the proposed legislation.



The initial departmental concern relates to costs involved 1in
establishing five new school districts. While the bill carries a
aero fiscal note, Mr. Goodwin stated that costs would be
incurred.

A second concern relates to adverse effects resulting from
further "fragmenting the educational delivery system in the
state.” Mr. Goodwin acknowledged difficulties 1involved 1in
providing a unified educational system to "such a culturally
fragmented state.” He advised that the proposed legislation
would appear to "take an area that is culturally similar in the
first place, . . . and fragment that 1into six separate
administrative units for the provision of one educational
system.”" This seems unnecessary. The bill would also set a
precedent giving rise to concerns over local control 1in other
villages.

In terms of technical problems relating to the bill, Mr. Goodwin
stated that the schools would be transferred from the federal
government on June 30. As of July 1, 1985, they would fall
within REAA®"s or (under SB 208) provisions) there would be a
period of "limbo" during which local ~lections would be held to
decide their fate. What happens to the schools between July 1
and the election date? Who maintains the physical plant and
bears responsibility for the schools?

Mr. Goodwin explained that most REAA"s have superintendents and
established administrative hierarchy. Administration of these
units, which are political subdivisions of the state, requires
considerable time in/olvement. Two other positions are mandated
by law should the five villages elect to become individual
REAA"s. One relates to bilingual and the other to special
education.

Senator Ferguson inquired concerning plans which the Dept, of
Education and state Board of Education might have to satisfy the
issue of local control. Mr. Goodwin acknowledged that by losing
their "638" status, the villages would lose a substantial amount
of local control over their schools. There 1is no question or
argument here. Mr. Goodwin explained that he had tried to
provide the villages with the reality of "9863"- the federal
legislation transferring the schools; He explained difficulties
surrounding contracts between IRA"s and the department and the

constitutional 1issues involved. He further suggested that the
villages consider approaching the legislature for formation of a
"coastal REAA.™ This would remove some communities from existing

Lower Yukon and Kuskokwim School Districts, allow more local
control, and provide cultural continuity.

In terms of prior statements relating to fragmentation of
educational efforts, Co-chairman Sackett advised that at present
IRA*"s control elementary schools while REAA"s govern high
schools. The division of control here has not been productive.
The proposed bill would attempt to bring local schools 1in the
impacted villages under one administration. Boards at the local



level are attempting to fill voids at the state level in terms of
direction, policy, and specifications.

Senator Halford voiced his opinion that the department

alternative would not adequately address local control. He asked
if the state could contract with village corporations for
educational services. Co-chairman Sackett responded that it

would be unwise to set a precedent allowing for educational
contracts with private corporations.

STEVE HOLE explained that primary objections voiced by
communities, 1in terms of local control over schools, relate to
maintaining veto power over selection of the principal and
instructional staff. He furth r advised of his understanding
that the Lower Kuskokwim Schooi District has agreed to permit
local villages to select instructional staff. Co-chairman
Sackett responded that current committees which would review
teacher selection are now only advisory and have no status in
lav;. Local control would thus be tenuous at best. Senator
Ferguson added that the proposed legislation would appl7 only to
the five villages mentioned. It was introduced on their behalf
as a result of inaction by the Dept, of Education in terms of
evolving a solution to the issue of local control.

Discussion followed concerning the unconstitutional nature of
contracting a public function to a private corporation.

Senator Ferguson explained that REAA"s are school districts
within unorganised boroughs. The legislature sits as the
assembly for the unorganised borough. Under the constitution,
there 1s no power to create school districts 1in unorganised
boroughs.

Senator Paul Fischer asked if the villages would be able to band
together to meet statutory REAA requirements and cut costs such
as hiring a bilingual teacher and sharing the cost jointly on a
1/20 basis. Mr. Hole replied that they could do so.

Senator Ilerttula moved for passage of CS for SB 200 (Finance)
with individual recommendation. Ho objection having been raised,
CS for SB 208 (Finance) (same title as CSSB 203 (HESS) was
reported cut of committee. Co-chairman Sackett and Senators
Eliason and Ferguson signed the committee report with a "do pass"
recommendation. Co-chairman Faiks and Senators Kerttula and Paul
Fischer signed "no recommendation.”™ Senator Halford signed "no
recommendation (do pass something)."



SECTIONAL ANALYSIS FOR SENATE BILL 2C8

An Act relating to the formation of regional education
attendance areas 1in certain villages

Section 1

As of October 1, 1985, the federal transfer schools formerly
funded through the BIA in the villages of Akiachak, Akiak,
Tuluksak and Chevak will no longer receive federal funding.
The purpose of SB 208 would be to provide these villages with
the opportunity to operate their own schools by forming
REAA"s .

Section 2

Each of the aforementioned villages may hold an election to
decide whether to form their own REAA. An election must be
held by August 13, 1985. A majority of the qualified voters
in the village must approve the establishment of an REAA. If
there is no majority or no election 1is held, the ex?" fing
schools become a part of the larger current REAA in Lch the
village 1is located.

IfT the village votes to form an REAA, any other schools 1in
the village that are part of an existing REAA shall be
transferred to the newly created REAA.

Section 3

Immediate effective date.

Currently, the types of schools in each of these villages

are as follows:

Akiachak K - 8 (Contract)
9-12 (Lower Kuskokwim

Akiak K - 8 (Contract)
9-12 (Lower Kuskokwim

Chefornak K - 8 (Contract)
9-12 (Lower Kuskokwim

Tulaksak K - 8 (Contract)
9-12 (Lower Kuskokwim

Chevak K - 12 (Contract but is
in the Lower Yukon REAA)
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, i, i, PHONE: 1907) 465-3600
Hon. Arliss Sturguiewski

Alaska State Senate
Pouch V
Juneau, AK 59311

Re: SB 208, formation of PJEAAs In
certain villages
Our file: 366-466-85

Dear Senator Sturguiewski:

Pursuant to your request, we have reviewed SB £08 (An
Act relating to the formation of regional educational attendance
areas in certain vi Llages). We believe that the bill, as cur—
rentlv drafted, raises legal issues which should be considered by
the legislature before final passage. The bill purports to form
four small regional education attendance areas (REAAs) for unin-
corporated villages currently situated in REAAs established under
AS 14.08. The bill may constitute local legislation. See Alaska
Const, art. 11, 5 1°¢ -

A bill may be characterized as "local”™ under the prohi—
bition if it is possible to enact a general law concerning the
function of REAAs in the state. The Alaska Supreme Court has
held that a constitutional provision giving the legislature broad
powers over the formation of boroughs did not empower it to des—
ignate specific localities when addressing the issue. Abrams v.
State, 534 P.2d 91, 95 (Alaska 1975). It could be argued that
this principle applies equally to the formation of an PEAA.

However, the state constitution confers broad powers
upon the legislature to govern the unorganized borough of the
state. Alas'a Const, art. X, 86. In governing the unorganized
borough, the "[legislature] may exercise any power or Tfunction in
an unorganized borough which the assembly may exercise in an or —

ganized borough.™ Id. Consideration should be given to the lim—
its of the legislature™s power to provide for education in the
unorganized borough. IfT the legislature®s power 1is equivalent to

that of the assembly of an organized borough, then it may not be
proper for the legislature to authorize governance on a less than
areawide basis within a special service area. See AS 29.33.050.

The creation of an REAA within an REAA could be construed to vio-
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Hon. Arliss Sturguiewski April 22, 198
Alaska State Senate Page y:
366-466-85

lare this power.

While we cannot with absolute certainty advise you that
this bill would violate the local and special legislation prohi—
bition, we believe it is appropriate to put you on notice that
these legal questions are present.

.Sincerely yours,

NORMAN C. GORSUCH
ATTORNEY GENERAL

drr.es L. Baldwin
Assistant Attorney General
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SB 208

POSITION PAPER RD
LOWER KUSKOKWIM SCHOOL DISTRICT

SB 208 basically provides for three things. First, 1ic establishes
the pctential for the creation of federal transfer regional attendance
areas 1in the villages of Akiachak, Akiak, Tuluksak, Chevak and
Chefornak. Presently, each of those villages operates local schools
under contract from BIA. In the cases of Akiachak, Tuluksak, and
Chefornak, the villages operate elementary schools only. In Akiak,
the village operates an elementary program separate and distinct
from an elementary/secondary program provided by the state. In
Chevak, the village operates both elementary and secondary programs.

Secondly, the bill establishes the requirement of a local election

in each of the five villages to determine whether the village wishes

to establish a federal transfer REAA. Failure to have that election

or a vote 1in opposition to that establishment would result in the
schools becoming part of the REAA in which the villages are geographi —
cally located. Thirdly, the bill establishes a deadline for those
local elections of October 10, 1985.

Because four of the affected villages lie within the boundaries of
the lower Kuskokwim School District and because the outcome of this
legislation would have a profound effect"-on the operation of that
REAA, this position paper has been prepared for the benefit of the
sponsors, Senators Ferguson and Sackett, and other legislators con—
sidering this legislation.

The principal 1issue involved is how to address the apparent desire

of these five villages to operate their own schools. The policy

issue of whether to allow the establishment of these small REAA"s

is strictly legislative prerogative. From a cost perspective, it

is obviously more expensive to have a large number of separate school
districts. From a local control perspective, if every city and village
in the state operated its own schools, we would indeed maximize local
control. It has been the policy of the LKSD board in the past to
encourage local input through local advisory boards.

From a purely administrative standpoint, the proposed legislation
presents a number of problems. It is unclear at this time as to

the applicability of this bill to schools already operated by LKSD.

It seems that the bill is only addressing those schools that have not
yet been transferred to the state. If that is the case, would these
new REAA"s include only the elementary schools 1in most cases? I
secondary schools would also be included in the new REAA"s, there are
some real administrative problems. Teachers contracts are up for re—
newal by the end of March, 1985 for the 1985-86 school year. Unless
those contracts are terminated by the end of March, they are binding
for the next year. However, this bill would potentially move these
schools out of LKSD. The problem there 1is obvious.

IT LKSD 1s to operate the elementary schools next year, it is vital
that both contract negotiations and facility upgrade begin immediately.
Substantial work will be necessary in all locations this summer in
order to comply with state life/safety codes.



A potential solution to these problems would be to provide interim
funding for the operation of the elementary schools to either the
villages or the LKSD. A local election in February of 1986 could

allow for a smoother transition of school operations and still recog—
nize local will.

In any case, it is 1imperative that either the legislature or the
administration make a decision on this matter immediately. To

delay that decision will only reduce the ability of whichever

entity is deemed approriate for operating those schools to adequately
prepare for the next school year.



POSITION PAPER OF THE DEPARTMENT OF EDUCATION

FOURTEENTH ALASKA LEGISLATURE
Senate Bill 208
April 1, 1985

The State Board of Education is opposed to this bill. Predicated
upon the assumption that one or more of the five communities will
exercise the option to become an REAA, the three overriding reasons

for the Board"s position are: —

1) the cost involved iIn establishing five new school districts;

2) the adverse effects of fragmentation of our existing
delivery system in a manner not contemplated by existing
municipal or education law; and

K)) the potentially dangerous precedent the bill would create
respecting relationships between the REAAs and their
respective communities.

The cost of the legislation, while bearing a zero fiscal note, will
in fact be substantial. Because the present foundation program pays
on a per-student basis, the cost to the state in FY 85 would be the
same for the five new districts as it would iIf the communities were
absorbed by the surrounding REAAs. However, there will be five new
superintendents, five new school boards, and five new delivery
systems for special and bilingual education. These personnel,
functions and services are all required by law and cost money. The
amounts-per-student the new REAAs would receive are based upon much
larger district operations, with the costs of administration spread
over literally hundreds of students. While the new foundation
program, when it is written, will presumably accommodate the small
sizes of the fTive new REAAs and their individual administrative
needs, until that happens the five REAAs created by this Act may not
have sufficient revenues under the existing system to operate
adequate programs. To the extent that there will be an increased
cost to the state as a result ofthis bill, it will occur after the
new foundation program goes into effect.

The present delivery system for public elementary and secondary
education in the Unorganized Borough is based upon the factors set
out at AS 14.08.031, most notably the boundaries and sub-boundaries
of the regional corporations, and the socio-economic, linguistic and
cultural characteristics of the area. It was within the context of
considerations such as these that the 21 REAAs were formed, with the
understanding that the interestsift the region would prevail in
education policy decision making. That system seems to have
as well as any other democratic entity iIn Alaska, and It is the view
of the Department that the five communities can fit into that
system, particularly since the social, cultural, economic and
linguistic characteristics of the communities appear to be
harmonious with those of the respective REAAs.

worked



The precedent set by this Act could have alarming consequences for
the balance of the Unorganized Borough. Rather than encourage
conciliatory methods of conflict resolution and problem solving,
communities would be encouraged to seek legislative solutions to
their problems. What iIs to keep every community in the Unorganized
Borough from attempting to form its own REAA?

The rationale for the Bill includes the statement that the five
communities successfully operated their school systems under federal
contract. —This consideration alone dees not seem sufficient to
warrant the establishment of five new administrative units any more
than 1t justified the continuation of municipal school districts
which became parts of borough governments.

There are several technical problems inherent in the bill. For
instance, what happens between July 1, 1985, when the federal
support for the existing contracts is withdrawn, and the local
option election is conducted. Who, 1. aryone, maintains the
physical plants, pays the staff, and carries out the day-to-day
operations of the schools?

The very nature of the bill, 1.e., it r.ppears to be local or special
legislation, may give rise to constitutional 1issues. A general act,
ch 142, SLA 1975, would seem to apply to the communities involved.



COMMITTEE REPORT

SENATE
FURTHER:
FINANCE
3/4/85
Date 4 4
Mr. President
The Committee on HESS considered SB 208

formation of federal transfer regional educational attendance areas
certain villages; efd.

and (a majority of the committee) (the ccmmittee) reports it back with
the following recommendations:

do pass

[ 1 do pass with attached amendment(s) \

hC], rpplarp with/nr adopt (CS fnr @ 208 CM&SS)

new title -~ c——n

"same"~CFETe and recommends e

[ 1 and attached a "LETTER OF INTENT" [ 1 NEW FISCAL NOTE
[ 1 reports it back without recommendation
[ 1 recommends referral to Committee
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DO PASS OTHER RECOMMENDATIONS
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Introduced: 3/4/85
Referred: Health, Education & Social Services
and Finance

IN THE SENATE BY FERGUSON AND SACKETT
SENATE BILL NO. 208
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the formation of federal transfer

regional educational attendance areas In certain

villages; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. Federal transfer schools formerly
funded through the Bureau of Indian Affairs in the villages of Akiachak,
Akiak, Tuluksak, Chevak, and Chefornak will no Jlonger receive Tederal
funding after fiscal year 1985. The legislature finds that these villages
have successfully operated the schools on their own through contracts with
the Bureau of Indian Affairs. Therefore, it is the purpose of this Act to
give these villages the opportunity to continue to operate chese schools on
their own by forming Tfederal transfer regional educational attendance
areas.

* Sec. 2. Notwithstanding AS 14.08.031, the villages of Akiac..ak,
Akiak, Tuluksak, Chevak, and Chefornak m each hold an election to deter-
mine if the village shall form its own regional educational attendance area
for the purpose of operating federal transfer schools in the village. The
village may form a regional educational attendance area only if a majority
of the qualified voters of the village vote to do so in an election held no
later than October 10, 1985. IFf an election is not held by October 10,
1985, or if a village votes not to form a regional educational attendance
area, the federal transfei schools iIn the village become part of the
regional educational attendance area in which the village is located. A

regional educational attendance area formed under this section 1is subject

-1- SB 208
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to the provisions of AS 14.08 and other provisions of law relating to

regional educational attendance areas.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

SB 208 -2-



