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WORK DRAFT

WORK DRAFT

(G) AR 37733-90 RS1080068 Thunderbir

(10) Department of Revenue

(A) AR 15545-85 Permanent Fund Corporation
(B) AR 15573-86 Petroleum Revenue - Data
and Word Processing
(C) AR 15550-89 Alaska Housing
Finance Corporation
(D) AR 15545-90 Permanent Fund Corporation
(E) AR 15550-90 Alaska Housing
Finance Corporation
(F) AR 15585-90 Treasury Management
(G) AR 15585-92 Treasury Management

(11) Department of Transportation and Public Facilities

(A) AR 57746-85 Headquarters Planning
Payroll Suspense _

(B) AR 57701-86 Headquarters Planning
Payroll Suspense

(C) AR 57702-90 Northemn Region
Planning Payroll Suspense

(D) AR 57744-85 Internal Review
Payroll Suspense

(E) AR 57703-87 Internal Review

Payroll Suspense

(F) AR 57704-87 Northern Region Internal Review
Payroll Suspensa

(G) AR 57704-88 Northern Region Internal Review
Payroll Suspense

(H) AR 57751-85 Central Region
Planning Payroll Suspense

(I) AR 57705-86 Central Region
Planning Payroll Suspense

CSHB 468(FIN) -12-
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WORK DRAFT

47.18

1,822.62

10.98

7.00
9.30

8.00

15,176.74

20,230.42

109,144.63

459,354.77

354.77

2,489.08

36,225.04

20,269.90

28.99

11,404.56

133,660.43
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WORK DRAFT WORK DRAFT

(I) AR 57705-91 Central Region
Planning Payroll Suspense
(K) AR 57707-91 EEO/Disadvantage
Business Enterprise
(L) AR 57711-91 Statewide Aviation
Payroll Suspense
(M) AR 58051-91 Statewide Information Systems
Payroll Suspense

(N) AR 62095-91 Office of Strategic Management

Payroll Suspense
(O) AR 57592-85 Southeast Region CIP Program
(P) AR 57532-86 Central Region CIP Program
(Q AR 57561-86 Northemn Region CIP Program
(R) AR 57592-86 Southeast Region CIP Program
(S) AR 57532-87 Central Region CIP Program
(T) AR 57505-85 Internal Review
(U) AR 57549-85 Western District
Administration Services
(V) AR 57591-85 Data and Word Processing
(W) AR 57602-85 Southeast Shore Facilities
(X) AR 57512-87 Statewide Information System
(Y) AR 63191-86 Fish Creek Rehabilitation
(Z) AR 65157-87 Kodiak Armory Roof
(AA) AR 65123-15 MYC Floor/Lavatory Repair
(BB) AR 65214-92 Beaver Creek Hatchery
(CC) AR 65229-94 Hatchery Expansion
(DD) AR 63679-94 Technical Mainframe FY86
(EE) AR 61643-88 Technical Mainframe FY&8
(FF) AR 63419-86 Juneau Mining Site Property
(GG) AR 65388-87 Fairbanks Armory
(HH) AR 58686-15 PJ 56504 Chignik

13-

lew Text Underlined (DELETED TEXT BRACKETED]

WORK DRAFT

17,255.14

5,881.11

9,519.53

4,284.03

5,220.88
783,676.72
744,332.17

1,028,144.55
932,666.02
819,032.47
3,543.70

94.47
4,961.28
443,720.31
26,234.70
2,000.00
489.40
754.84
2,403.13
2,585.81
108,020.13
169,724.46
5.47

02
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Road Improvements 827.45
(I) AR 58686-15 PJ 56506 Homer
Asphalt Inspection 1,214.10
(J7) AR'58904-15 PJ 56005 Matanuska
Electric Association 1,434.99
(KK) AR 58904-15 PJ 56009 City of Kenai
Utility Inspection 137.55
(LL) AR 58904-15 PJ 53587 Kodiak Near Island
Bridge Telephone 24,999.89
(MM) AR 58904-15 PJ 53991 Dimond Boulevard
Multivision 1,375.82
(NN) AR 58904-15 PJ 56049 Municipality
of Anchorage Boniface Interchange 520.00
(OO) AR 60278-15 PJ 53828 Wasilla Urban Sewer 244.72
(PP) AR 61942-15 PJ 58594 Soldotna Senior Center 209.51
(QQ) AR 64790-15 PJ 57930 Anchorage Sewer Utility 143.59
(RR) AR 64790-15 PJ 53964 Church Road
Improvements 3,992.00
(SS) AR 66209-15 PJ 55996 City of Homer
Utility Permit 806.42

* Sec. 15. LAPSE PROVISIONS. (a) The appropriations made by secs. 7(b) and 12 of
this Act are for capital projects and lapse under AS 37.25.020.

(b) The appropriation made by sec. 9 of this Act is for the capitalization of a fund and
does not lapse under AS 37.25.010.

* Sec. 16. EFFECTIVE DATES. (a) Section 3(a) of this Act takes effect on the date that
the attorney general provides the notification described in sec. 3(b) of this Act to the revisor
of statutes and the office of management and budget

(b) Except as provided in (a) of this section, this Act takes effect immediately under
AS 01.10.070(c).

CSHB 468(FIN) -14-
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Summary of Governor's FY 96 Supplemental Requests
(House Bill 468 / Senate Bill 260 Sectional)

General General
General Fund Fund
Fund General Program Mental Federal Other
Sec Sub Dept Program/Description Match Fund Receipts Health Funds Funds TOTAL
1 (a) Admin Reduce Centralized Aumin Services, Finance (49.0), 0.
I J to shift to Bethel Public Defender Office to meet (T
increased caseloads $49.0
J1 1 (b) Admin Increased operaling costs for Public Defendei agency 217.0 217.
(Rule 39 receipts for representation) " e
J 1 (c) Admin Increased operating costs for the Office of Public 356.4 356.4
Advocacy
J1 1 (@ Admin l.ease costs - $1.2 million shortfall was anticipated 870.0 B?D.uﬂ
during conference commiltee. Reduced need of
approximately $700.0 and $96.0 to lease the Juneau
subport from the Mental Health Trust Authority
J 1 (e) Admin Retirement and Benefits Program - Investmentl 450.0 450,
Management fees due to higher than expected asset
growth (benefit system receipts)
S0 1 (N Admin Ratify FY 95 expenditure of $23.1 for Longevity Bonus 0.04
Granls from Senior Services, Administration
of 2 Commerce Office space cosls in Tokyo for FY 96 and FY 97. The 61.2 7 61.2
securily deposil plus interest for existing lease will be
refunded and deposited into GF 6/30/97. New lease
will save state approx. $50.0 annually.
3 (a) Commé&  Decrease Training and Development to cover U.DT
/ Reg Aff Revenue Sharing costs for Native Village of Kluti-
Kaah for FY 95 ($8.3)
v 1 3 (b) Comm& Lapse date extension for Rural Development Grants 0.
Reg Alf TN j
3 (¢ Commd&  AIDEA purchase of Rural Development Initiative Loan 650.0 -650.0 0.0
V Reg Aff  Fund (RDILF) portfolio
3 (d) Comm & Recapitalize RDILF -650.0 650.0 0.0]
v Reg Aff © X
| 3 (@ Comma  AIDEA authority to purchase RDILF loans k ) 0.
Reg Aff

OMB-DBR(Ib) 96SUPP.XLS

2/2/196 11:11 AM



General General
General Fund Fund
Fund General Program Mental Federal Other
Sec Sub Dept Program/Description Match Fund Receipts Health Funds Funds TOTAL
9 (c)(3) Health &  Medicaid Facilities caseload reduction 1o fund the -3,500.0 -3,500.04
Social Sves welfare reform proposal for Alaska Family
Independence program
9 (d) Health & Alaska Family independence program emergency 35600 e 3,500.04
v Social Sves funds for FY 96 and FY 97 (part of Governor's welfare O u=x
reform bill) -
] 9 (e) Health& Judgment in Helmuth v. Stale (API Employee 426.9 426.9|
P Social Sves Settlement)
i 10 (a) Law Judgments and Claims 130.4 13.6 2253 369.3
10 New Law Toksook Bay v. State judgment 1,285.0 1,285.
/
10 New Law Burger v. State judgment - case on sale of PFD 41411 41411
J checks ($3,971.9 principal & interest of $169.2 through ‘
6/30/96) QL=
/110 (b) Law Reduce FY 96 Oil and Gas Litigation to fund additional -66.6 -66.6
V% prosecutor in Bethel
JI 10 (c) Law Bethel Prosecutor position for increased caseloads 66.6 66.6)
J 11 (a) Military & Increased costs for the Nalional Guard Retirement 1,480.5 1,480.
Vet Aff Fund based on updated actuarial reports
/ /11 (b) Military & Disaster Relief - pay for disasters which have already §57.3 557.3|
o v Vet Aff been declared
\ /1-2 Natural Fire Suppression - cover spring fire contracts and 5,258.6 5,258.6
\ Resources anticipated fire activity through end of fiscal year
A3 (a) Rev Unanticipated lease costs for AHFC (since new 198.2 198.2}
v - consolidated office building construction wasn't -
/" authorized)
)5' (b) Rev Alaska State Pension Investment Boal ] (Increase 0.04
\ Benefits Systems Receipls by $67.0 / Reduce Public
. Employees Retirement Fund by $67.0)
A4 (a) Trans Highway and Bridge repair cosls related to South- 1,010.0 3,000.0 4,010.0f
/ central flood disaster - Capital expenditure -
14 (b) Trans Copper River Highway resloration per recent \ 720.0 720.00
selllement - Capital expenditure ]

OMB-DBR(Ib) 96SUPP XLS Page 3 2/2/96 1111 AM




ORRECTION

THE FOLLOWING DOCUMENT(S)
HAVE BEEN REFILMED TO
ASSURE LEGIBILITY OR PAGINATION

Central Microfilm Services
Departement of Education
State of Alaska




Summary of Covernor's FY 96 Supplemental Requests
(House Bill 468 / Senate Bill 260 Sectional)
General General
General Fund Fund
Fund Genera! Program Mental Federal Other
Sec Sub Dept Program/Description Maich Fund Receipts Health Funds Funds TOTAL
1 (a) Admin Reduce Centralized Admin Services, Finance (49.0), O.CT
¥ to shift to Bethel Public Defender Office to meel
increased caseloads $49.0
1 (b) Admin Increased operating coslis for Public Defender agency 217.0 217.
(Rule 39 recaipls for representation) i
1 (c) Admin Increased operating costs for the Office of Public 356.4 356.4
Advocacy
1 (d) Admin l.ease costs - $1.2 million sho:tfall was anticipated 870.0 870.01
during conference committee, Reduced need of
approximately $700.0 and $96.0 lo lease the Juneau
subport from the Mental Health Trust Authority
1 (e) Admin Retirement and Benefils Program - Investment 450.0 450.01
Managemenl fees due to higher than expected assel
growth (benefit system receipts)
i ( Admin Ralify FY 95 expenditure of $23.1 for Longevity Bonus 0.04
Granlis from Senior Services, Administration
2 Commerce Office space costs in Tokyo for FY 96 and FY 97. The 61.2 O VS ) 61.2}
securily deposit plus inlerest for exisling lease will be ¥
refunded and deposited into GF 6/30/97. New lease
will save state approx. $50.0 annually.
3 {(a) Comm & Decrease Training and Development to cover 0.q
Reg Aff Revenue Sharing costs for Native Village of Kluti-
Kaah for FY 95 ($8.3)
3 (b) Comm & Lapse date extension for Rural Development Granls 0.0
Reg Aff i,
3 (c) Commé& AIDEA purchase of Rural Development Initiative Loan 650.0 -650.0 0.
Reg Aff Fund (RDILF) portfolio
3 (d) Comm & Recapitalize RDILF -650.0 650.0 0.00
Reg Aff u oo~
3 (e) Comm&  AIDEA authority to purchase RDILF loans \ \ 0.0}
Reg Aff ¥
OMB-DBR(Ib) 96SUPP . XLS Page 1 2/2/196 11:11 AM




General General
General Fund Fund
Fund General Program Mental Federal Other
..":nc Sub Dept Program/Description Match % iteceipts Health Funds Funds TOTAL
s "3~ (& Comm& Alaska Legal Services Grant in lieu uf pending legal &2@ 200.0|
) (@) Reg Aff fees
4 (a) Comr Contempt of Court Fines for Cleary case for FY 95 /712'& 712.5
and FY 96 (amount as of 10/95; to be updated) 2, \9
4 (b) Corr Effective date language for fines ; O.q
/1 8 (a)(1) Educ Reduce School Foundation Program's anticipated -1,224.9 -1,224.9¢
lapse to fund federal disparily test grants
J1 5 (a)(2) Educ Granls to 19 school districts to meel federal disparity 1,224.9 12249
test
v, 5 (b) Educ Extend lapse date for K-12 education support to . 0.04
: reduce need for one-lime funds in FY 97 (3 O VX
/I8 (a) Env Cons Storage Tank Assistance FY 98 grants - extend lapse 0.0
date through FY 88" Q3
/| 6 (b) EnvCons Storage Tank Assistance FY 93-95 prior year 0.
encumbered grants ($2,498.0) - Extend lapse date
through FY 97
. / 7 Fish & Exxon Valdez Qil Spill Trustee Council - Extend lapse 0.0
Game dale for approved EVOS projects to end of FY 97 O P T
\/ 8 (a) Fish & Additional vendor compensation for increased sales of 32.7 32.7
__fpame fish and game licenses (Fish and Game fund) :
] 8 (b) Fish& Change scope of Arclic-Yukon-Kuskokwim Salmon 0.
Game Fisheries Stock Assessment from "Equipment” to @ X
"Projects”
9 (a)(1) Health & Reduce Aid to Families with Dependent Children to -4,000.0 -500.0 -4, 500.04
Social Sves fund other welfare reform programs (Public Assistance
vd eligibility tracking system $3,500; Child Care Benefits,
Jobs Program $1,000)
9 (a)(2) Health & Increase Child Care Benefits - Jobs program support 500.0 500.0 1,000.
v Social Sves (funds shifted from AFDC) Dl
9 (b) Health8  Capital upgrades for the Eligibility Information System _3,600.0 3,500‘01
v Social Sves to meet federal welfare reform requirements (funds ;
shifted from AFDC) G-F WA
9 (c)(1) Health & Decrease Family and Youth Services (Southcentral -250.0 -250.
vV Social Sves $110.0;: Northern $50.0; Southeastern $80.0; Central
Office $10.0) to fund Youth Facilities
/| 9 (c)(2) Health & Increase Youlh Facility Services (McLaughlin $150.0; 250.0 250.
Social Sves Johnson $100.0)
2/2/96 A1 AM
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General General
General Fund Fund
Fund General Program Mental Federal Other
Sec Sub Dept Prograi:: ™ scription Match Fund Receipts Health Funds Funds TOTAL
9 (c){(3) Health& Medicaid Facililies caseload reduction 1o fund the -3,500.0 -3,500.
. Social Sves welfare reform proposal for Alaska Family
Independence program
9 (d) Health & Alaska Family independence program emergency 35000 2 3,500.
v Social Sves funds for FY 6 and FY 97 (part of Governor's welfare O u=x
reform bill) -
e 9 (e) Health & Judgment in Helmuth v. State (API Employee 426.9 426.91
5‘{.31'3’ Social Svcs Settlement)
” 10 (a) Law Judgments and Claims 130.4 13.6 2253 269.3}
10 New Law Toksook Bay v. State judgment 1,285.0 1.285.0§
/
10 New Law Burger v. State judgment - case on sale of PFD 41411 41411
Y checks ($3,971.9 principal & interest of $169.2 through
6/30/96) QL=
J 110 (b) Law Reduce FY 96 Oil and Gas Litigation to fund additional -66.6 -66.6
[ prosecutor in Bethel
J} 10 (c) Law Bethel Prosecutor position for increased caseloads 66.6 Gﬁfl
J 11 (a) Military & Increased costs for the National Guard Retirement 1,480.5 1,480.5}
Vet Aff Fund based on updaled actuarial reporis
/ /11 (b) Military & Disaster Relief - pay for disasters which have already 557.3 557.3]
a7 Vet Aff ___ been declared
v /1-2 Natural Fire Suppression - cover spring fire contracts and 5,258.6 5,258.6
\ Resources anticipated fire activity through end of fiscal year
A3 (@) Rev Unanticipated lease costs for AHFC (since new 198.2 198.2
5 consolidated office building construction wasn't
/ authorized)
/3' (b) Rev Alaska State Pension Invesiment Board (Increase 0.0
\ Benefits Systems Receipts by $67.0 / Reduce Public
e Employees Retirement Fund by $67.0)
/1’ 4 (a) Trans Highway and Bridge repair cosls related 1o South- 1,010.0 3,000.0 4,010.0
P central flood disaster - Capital expenditure
14 (b) Trans Copper River Highway restoration per recent \ 720.0 720.04
selllemenl - Capital expenditure i
OMB-NBR(Ib) 96SUPP XLS Page 3 2/2/96 1111 AM
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General General
General Fund Fund
Fund General Program Mental Federal Other
Sec Sub Dept Program/Description Match frind Receipts Health Funds Funds TOTAL
(15 @ Univ —1995 Monetary terms agreement with CEA- 4558 (O X 26 4.1 462.
/ '*’TD 6»\*0‘*6[ . ~YSE eotrtetot—BafC Mo o ( +eA s of The Collectiue
G erms-agreement with ACCFTF— "5CU\ (1 . : :
15 (® Univ 5 1995 Monetary ! 4730 oo x A, 22 312 5084
</ 19 Appropriation to OMB for small reserve to allow 1,500.0 T 1,500.04
\ immediate response to anticipated FY 96 & FY 97 -
disasters and fires O
(a) MISC Miscellaneous Claims - general funds 95.5 95.51
AT (b) & MISC Miscellaneous Claims - other funds 6.6
L (©
18 ALL Prior Year Ratifications 0.0§
¥ /19 (a) Lapse Provisions for secs, 89(b) DHSS EIS; 14 Copper
2 River Highway - Capital Projects
19 (b) Lapse Provisions for secs. 3(d) RDILF recapitalization
and 11 DMVA Retirement and Disaster Relief funds
19 (o) * Lapse provisions for sec. 9(d) Alaska Family
4 Independence program emergency funds
,20 (a) Effective date of 3(f) Alaska Legal Services Grant
/]
A (b Effective date for sec. 4 relating to contempt of court
/] fines
0. (o) Effective date for sec. 9(d) Alaska Family
/ Independence Program emergency account
/20  (d) Effective date for all sections not lisied in (a)-(c) of
/] this section.
Total General Funds 19,964.6 3,004.8 948.1 23,917.5

» *OMiB-.  (Ib) 96SUPP XLS Foodd 2/2/96 .:11 AM
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Date Referred to Committee: February 2, 1996
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The FINANCE Committee considered:

HOUSE BILL NO. 4¢8

HB 468

APPROP: SUPPLEMENTAL & OTHERS

“An Act making supplemental appropriations for the expenses of state government and making and amending
appropriations; ratifying certain state expenditures; and providing for an effective date.”

recommends it be replaced

with the following committee substitute ( 4,5 \-\E) N, o %

[ ] additional referral to
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FAX NO. 907 465 3086 P. 01
NO.245  P.2

FEB-15-96 THU 13:04
' FEB.15.1996 11:S7AM  WILLIAM MERCER

WILLIAM M.

B VP MLATTT )

| February 15, 1996

‘ Mr, Bill Church

i Retirement Supcryisor
State of Alagka
Deparoment of Administration

| Division: of Retirement & Benefits
P.O. Box 110203

, Juneau, AK 99811-0203

Re: NGNMRS
Dear Bill:
As you requested, we have estimated the effect on the FY97/98 recommended

enntribution for the Nadonal Guasd and Naval Milidal Retirement Syswem
ONGNMRS) should 2 lump sum coamibution be made 10 the System

The following table preseats the results:

l.ump Sum FY87/88 Recommanded Accumulatad Benaiit
Contribution Contribution Funding Ratlo

$S million $1.9 million 53%

$10 million $1.2 million 88%

For the purposes of this calculation, we have assumed that the Jump sum injection
was made as of July 1, 1994, the most recent valuation dave.

. Please note, Bill, that the recommeanded contribution amouo™ “-r FY$9 and laer
may b higher or lower than these estimates. The System's 4. * ! experience will
ultimately determine the recommended conmibution amouants for future fiscal years.
Feel free to call with any questions or comments,

Sincerely,

FaonsaR b, oA

James W, Jacobson, ASA, MAAA

JWI/PLG/jls
ARA/CHURCHZ W
S A N One Unlon Square  Suita 3200
=5l 800 University Stwwwr

Post-it* Fax Note 7671  |Date [ages> Seatde WA 98101 3137
V24t lgonkbiant to XA SO 200
CoJCepl Co. ﬁr jL é /,-: >, A Marsh & Mclennan Company
Prone # ;! £ ?42_ Fhone # SO0
Fax # wo’? Fax # 2 ‘%




MEMORANDUM STATE OF ALASKA

Office of Management and Budget
Division of Budget Review

To:  Administrative Services Directors Date: January 22, 1996

Phone: 465-4681

From: Nancy J. S‘I'agﬁqs Subject:  Zero balance report
Director

| am pleased to provide you with a copy of a Division of Audit and Management Services'
report on the ratification process and on the outstanding requests for ratification of prior year
overexpenditures or undercollection of revenues. The process to deal with these problems is
very time consuming and we appreciate the time your fiscal staff spends on cleaning up the
books. We hope to work with the Division of Finance to find some improvements to the
system and | encourage you to als» make recommendations o1 finding efficiencies where ever

possible.

The Division of Finance has recently sent to you the current zero balance report. We are very
interested in clearing terminated appropriations which did not zero balance and we would like
to establish a timeline for accomplishing that action. Our desire is to determine the amount of
time and the research necessary to eliminate the non-zero balances. It is vii preference that
these be done via revised program first, and then, only where necessary, submit prior year
ratifications to the Legislature. | believe that it is not cost-effective to research the three years
following the conversion to AKSAS due to a lack of documentation. | therefore would
recommend ratification for any non-zero balances that occured from FY85 through FY87.

We are drafting the supplemental bill to include the ratifications submitted to the Legislature
last year with adjustments recommended by the Division of Audit and Management Services.
As you may note in the attached report there is a potential for a great many more ratifications.
As you come forward with requests for ratification, we will submit them to the Legislature as
amendments to the supplemental bill.

Please provide this office with your estimated time frame for clearing these items. We
appreciate the work you and your staff have put into this area.

cc: Don Wanie, Division of Finance
Gary Anderson, DAMS Director
Department Finance Officers




RATIFICATION REVIEW

| B8]

Before discussing our findings, we would like 17 acknowledge the efforts of the
agenc'es and in particular the rinance officers anu staff who have been working to
address the erred accc unts. In particular, we commend the departments of Revenue
(DOR) and Transportation and Public Facilities (DOTPF), whose 1995 requests were
all-inclusive and who pursued every available means for correction prior to
requesting ratification. We also noted that the Department of Public Safety
maintained clean accounts without the need for ratification. In addition, the State
Finance Officers Association and the Administrative Services Directors have
formed a committee that is addressing outstanding appropriations and revising
procedures to prevent future occurrences.

FINDINGS

In its simplest form, a ratification is a retroactive supplemental. Its purpose is to
increase authorization in terminated operating or capital budget appropriations
reflected in the Alaska State Accounting System as overexpended. A ratification is
often referred to as a ‘paper transaction,’ one which requires ‘'no new money,' or a
request to correct ‘an accounting error.' This is a true characterization in terms of
the dollar affect on the current year’s budgeted general fund authority; however, it is
frequently not the case at the timie the error occurred. Often, when the
overexpenditure/undercollection of revenue took place, it resulted in an
unauilwrized expenditure of general fund dollars.’

In FY 92, the Office of Management and Budget (OMB) established the term
‘ratification’ to distinguish this type of transaction from a supplemental
appropriation because each requires similar legislative action and accounting
transactions. The important distinction is that ratifications are to cover
expenditures that occurred in a terminated appropriation, whereas supplementals
are a request for additional funding for anticipated expenditures. The ratification
will not increase the current year budget’s general fund authority as would a
supplemental, instead it will increase the general fund authorization in AKSAS (in
a terminated appropriation) by the amount of the overexpenditure. Appendix B
provides a de*niled review of the ratification process, including the accounting
transactions involved.

It should be recognized that each agency is directly responsible for controlling
expenditures and for collecting budgeted revenues. OMB and the Department of
Administration’s Division of Finance (COF) each have their respective roles to play,
but it is the departments—their management and their finance staff—that are
responsible for management of the appropriations (see Appendix C for
constitutional, statutory and administrative citations). The statutes, budget act and

' In most cases, the general fund is used to balance accounts that have overexpenditures or revenue
shortfalls, However, the fund affected depends on the appropriation funding source(s).
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State of Alaska




MEMORANDUM STATE OF ALASKA

Office of Management and Budget
Division of Budget Review

To:  Administrative Services Directors Date: January 22, 1996

Phone: 465-4681
From: Nancy J. Sﬁaﬁqs Subject: Zero balance report
Director

| am pleased to provide you with a copy of a Division of Audit and Management Services'
report on the ratification process and on the outstanding requests for ratification of prior year
overexpenditures or undercollection of revenues. The process to deal with these problems is
very time consuming and we appreciate the time your fiscal staff spends on cleaning up the
books. We hope to work with the Division of Finance to find some improvements to the
system and | encourage you to also make recommendations on finding efficiencies where ever

possible,

The Division of Finance has recently sent to ycu the current zero balance report. We are very
interested in clearing terminated appropriations which did not zero balance and we would like
to establish a timeline for accomplishing that action. Our desire is to determine the amount of
time and the research necessary to eliminate the non-zero balances. It is our preference that
these be done via revised program first, and then, only where necessary, submit prior year
ratifications to the Legislature. [ believe that it is not cost-effective to research the three years
following the conversion to AKSAS due to a lack of documentation. | therefore would
recommend ratification for any non-zero balances that occured from FYB85 through FY87.

We are drafting the supplemental bill to include the ratifications submitted to the Legislature
last year with adjustments recommended by the Division of Audit and Management Services.
As you may note in the attached report there is a potential for a great many mare ratifications.
As you come forward with requests for ratification, we will submit them to the Legislature as
amendments to the supplemental bill.

Please provide this office with your estimated time frame for clearing these items. We
appreciate the work you and your staff have put into this area.

cc: Don Wanie, Division of Finance
Gary Anderson, DAMS Director
Department Finance Officers




MEVMORANDUM STATE OF ALASKA

Office of the Governor

Office of Management and Budget

Division of Audit and Management Services
Phone: 465-3568

Fax: 465-3640

January 16, 1996

TO: Nancy Slagle, Director
Division of Budget Review

THRU:  Gary %ﬂ, Director
Divisi udit & Management Services

FROM:  Sandy Jones, Internal Audito
Ervin Jones, Internal Audito
Division of Audit & Manage

SUBJECT: 1995 Ratification Review

In response to your request, we have conducted a review of the 1995 ratification
request (Appendix A). This memo is intended to serve as a summary of our
findings, with appendices providing detailed discussion of the ratification process in
general, legal and management controls (citations), our shortfall testing of
appropriations and the Department of Transportation and Public Facilities
ratification request (including payroll suspense).

The overall purpose of our review was to determine if the underlying cause(s) of
the $8.1 million in overexpenditures and uncollected receipts submitted for
ratification in 1995 were resolved. The 1995 ratification request mainly represented
appropriations for FYs 85 - 93 that agencies identified as out of balance, and which
they were unable to correct without legislative action. During our review, we also
considered whether the 1995 ratification request included all out of balance
conditions for all agencies for FYs 85 - 93 and whether these requests were indicative
of a statewide problem.

While recognizing the effort put forth by agencies’ finance staff in preparing the
1995 request, the Office of Management and Budget was not comfortable pursuing a
ratification request of this size without having 1) a thorough understanding of the
cause and magnitude of the accounting problems and 2) some reasonable assurance
that the agencies corrected these problems and would not request similar
ratifications in future years.
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Before discussing our findings, we would like to acknowledge the efforts of the
agencies and in particular the finance officers and staff who have been working to
address the erred accounts. In particular, we commend the departments of Revenue
(DOR) and Transportation and Public Facilities (DOTPF), whose 1995 requests were
all-inclusive and who pursued every available means for correction prior to
requesting ratification. We also noted that the Department of Public Safety
maintained clean accounts without the need for ratification. In addition, the State
Finance Officers Association and the Administrative Services Directors have
formed a committee that is addressing outstanding appropriations and revising
procedures to prevent future occurrences.

FINDINGS

In its simplest form, a ratification is a retroactive supplemental. Its purpose is to
increase authorization in terminated operating or capital budget appropriations
reflected in the Alaska State Accounting System as overexpended. A ratification is
often referred to as a ‘paper transaction,’ one which requires ‘'no new money, or a
request to correct ‘an accounting error.' This is a true characterization in terms of
the dollar affect on the current year’s budgeted general fund authority; however, it is
frequently not the case at the time the error occurred. Often, when the
overexpenditure/undercollection of revenue took place, it resulted in an
unauthorized expenditure of general fund dollars.'

[n FY 92, the Office of Management and Budget (OMB) established the term
‘ratification’ to distinguish this type of transaction from a supplemental
appropriation because each requires similar legislative action and accounting
transactions. The important distinction is that ratifications are to cover
expenditures that occurred in a terminated appropriation, whereas supplementals
are a request for additional funding for anticipated expenditures. The ratification
will not increase the current year budget’s general fund authority as would a
supplemental, instead it will increase the general fund authorization in AKSAS (in
a termirated appropriation) by the amount of the overexpenditure. Appendix B
provides a detailed review of the ratification process, including the accounting
transactions involved.

It should be recognized that each agency is directly responsible for controlling
expenditures and for collecting budgeted revenues. OMB and the Department of
Administration’s Division of Finance (DOF) each have their respective roles to play,
but it is the departments—their management and their finance staff—that are
responsible for management of the appropriations (see Appendix C for
constitutional, statutory and administrative citations). The statutes, budget act and

" In most cases, the general fund is used to balance accounts that have overexpenditures or revenue
shortfalls. However, the fund affected depends on the appropriation funding source(s).
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administrative manual envision an ongoing monitoring of the appropriations;
however, they do not tell the manager or finance officer how to accomplish this

task.
Our general conclusions are that:

1. DOR and DOTPF s 1995 ratification requests include all outstanding
appropriations needing ratification. Our current estimate of the minimum
ratification required to correct all other departments’ outstanding appropriations
is in the range of $3.0 - 6.5 million.

2. The 1995 ratification request includes corrections of appropriation imbalances
over a 10 year period beginning with the implementation of AKSAS. Although
balancing appropriations was not given adequate attention in the past and a
significant number of accounts still do not balance, the causes of the problems
have been largely corrected. Department finance officers are more aware of the
importance of timely review and correction of appropriation imbalances. If
appropriations are properly managed there should not be any future ratification
requests once this backlog and FY 94 and FY 9% are cleared.

3. The 1995 ratification request includes a significant number of out of balance
appropriations which apparently resulted from the accounting system
conversion in 1985, It is not practicable to research such errors to determine
whether they could be corrected administratively. In fact, time spent researching
allocations to determine whether an out of halance appropriation can be resolved
with a revised program through OMB instead of a legislative ratification is
probably not cost effective after several years haye passed.

For a number of years, the Division of Legislative Audit has recommended that the
State Accountant and the various agencies take action to balance appropriations. In
FY 92, the Division of Finance created the ‘zero balance’ report. This report and
what the finance officers and the DOF staff refer to as ‘zero balancing’ is at the very
heart of solving the ratification problem. The report is run each year in December
and provides the status for every outstanding appropriation. Appropriations with
the error ‘net available balance not equal to zero’ are those needing timely
correction, because they represent potential ratifications.

The DOF distributes the zero balance report to the departments accompanied by a
memo outlining administrative measure(s) that may be taken to adjust the account
to zero balance. These are the same steps the respective agencies could have taken
earlier, sometimes on their own and sometimes with approval by OMB and/or
DOF. This report is basically an annual reminder. After all administrative
measures outlined are taken, and if there is still a balance in the terminated account,
a ratification request is prepared by the department. We believe that the clean-up
effort has and will result in each agency gaining a better understanding of how to
balance accounts, thus minimizing future ratifications.
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An accounting system cannot guarantee that agencies will properly record
expenditures or revenues, or spend as appropriated by the Legislature. The Alaska
State Accounting System does, however, provide the tools a manager needs to
monitor compliance. These tools are adequate as long as agencies zero balance
appropriabons on an annual basis.

CAUSEFOR RATIFICATIOIN

In general, a department’s failure to address issues before they become a problem
and to timely correct accounting errors cause the need for a ratification (there are a
few exceptions). This is not to say that researching the problems and determining
the necessary corrective measures is an eacy task—it is not. There are a number of
scenarios that cause the zero balance report to state ‘net available balance not equal
to zero.” In most cases, it is impossible to determine the reasun for the error message
by reviewing on-line computer information. However, the overall cause can be
determined by analyzing the appropriations’ tolerance adjusted net available balance
(TANAB), which will indicate that:

1. The expenditures exceed the authorization,
2. There is an undercollection of revenue, or
3. There are outstanding open items.

Additional research and analysis will be required in order to determine the exact
cause of the problem. Based on our review, the main cause for this error message
was an undercollection of revenue. In addition, we found that the need for agency
ratifications was also a result of the following: (1) lack of training and procedures for
FYE balancing, (2) errors caused by automated processes in AKSAS and

(3) accounting system conversion problems.

PROPOSED CHANGES TO THE 1995 RATIFICATION REQUEST

Based on our review, we are suggesting changes to the 1995 ratification request for
the departments of Law and Natural Resources.

Department of Law

The Department of Law requested ratification in the amount of $709,955.98. This
amount represents outstanding DOTPF accounts as shown in Law’s billing system.
Law’s current billing system does not reconcile with AKSAS, nor was it intended to
do so. Therefore, the amount requested would not necessarily correct Law’s
authorizations in AKSAS.
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Based on our AKSAS review, we have identified 38 appropriations (FY 85 - 93) that
do not zero balance, eighteen of which will need legislative ratification totaling
$499,544.51 (given that no administrative remedy is sought). This represents a
reduction of approximately $210,000 in the 1995 ratification request. We are
currently assisting the Department of Law in making improvements to their billing

system.
Department of Natural Resources

In FY 95, DNR submitted a ratification request for $1,457,973.68. This amount
represented unexpected firefighter overtime and standby pay for fighting fires on
federal land as a result of a U.S. Department of Labor ruling (FLSA) in 1989. The
department paid the mandated extra pay with every expectation that the above
amount attributed to the federal agencies involved (BLM and USFS) would be
reimbursed. During several years of discussion between DNR, the federal agencies
and the Alaska Department of Law, the federal agencies have denied responsibility

for the wage payments.

The state’s collection efforts, however, are far from over. On September 29, 1995 the
Attorney General filed a complaint in the U.S. Court of Claims, asking the court to
order the federal agencies to pay the amounts in question. At the same time, the
Attorney General served the two federal agencies with formal administrative
claims. At this point, collection of the entire $1.45 million is entirely possible, and it
is premature to consider writing off any of the receivables as uncollectible. We
believe and the department agrees that ratification is not appropriate while the
complaint is in the U.S. Court of Claims.

SHORTFALL TESTING RESULTS

To determine whether the FY 95 ratification request included all outstanding
appropriations in need of ratification, we reviewed the status of each FY 85 - 93
terminated appropriation with the error ‘net available balance not equel zero’ listed
on the FYE 94 zero balance report. We have not yet reviewed FY 94 or 95
appropriations, but we anticipate providing ratification information for these years
during the next 30 days.

The following table presents the results of our FY 85 - 93 review, categorizing
departments by the number of appropriations with shortfalls. A more detailed
analysis appears in Appendix D.
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TABLE 1
FY 85 - 93 Appropriation Shortfalls by Department

Shortfall
Appns i Departments Characterization

0-10 DOA, DOC, Had DOR's 1995 ratification request been approved, all outstanding

DOE, DOR, appropriations would now be zero balanced ($37,300). DPS does not have
DFG, DMVA, : any appropriations with shortfalls.
OOG and DPS

These agencies have relatively few outstanding appropriations that do
not balance. However, the shortfall amounts associated with the
various departments potentially needing ratification range from $0 to
$390,000 with a cumulative total of approximately $892,000.

11-20 | DCED, DCRA, : The shortfall amounts associated with the various departments
LAW and DNR { potentially needing ratification range from $106,700 to $2.4 million
with a cumulative total of approximately $3.7 million.

21-30 : DEC,DOLand : Had DOTPF's 1995 ratification and revised program requests been
DOTPF approved, all outstanding appropriations would now be zero balanced
($5.9 million),

Even though the other two agencies have several appropriations with
shortfalls their total potential ratification is approximately $648 300.

62 DHSS The number of erred appropriations indicates that this agency does not
actively analyze and correct appropriations that do not zero balance in
AKSAS. In this case the potential ratification exceeds $5.0 million.

Except for DCRA, DHSS, DNR and Law, we did not research possible administrative solutions to shorttalls.

Based on our review, there are only three departments that have addressed all
shortfall appropriations—DPS, DOR and DOTPF. The other departments have
appropriations potentially needing ratification.

We characterize the ratification needs as ‘potential’ because we did rot conduct all
the research necessary to quantify the remaining ratification needs. The totals we
did identify represent the maximum amount requiring ratification if agencies do
not seek an administrative solution. Therefore, based on our findings, the total
ratification necessary to balance all FY 85 - 93 outstanding appropriations could
potentially reach $16.2 million.

If agencies have exhausted all administrative remedies using information still
appearing in AKSAS without identifying sufficient lapse, there is one additional
step that can be taken. The departments need to determine if allocations that have
dropped off AKSAS lapsed sufficient general fund.dollars to cover the shortfall in
remaining allocations reporting to the same appropriation. We did conduct such
research on four allocations (in three departments) with apparent revenue
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shortfalls. For these allocations the total apparent shortfall of $3 060,000 could be
offset by identified general fund lapse of $891,000. The remaining $2,169,000 will
require legislative ratification to balance the appropriations.

DOTPF CONCERNS

In response to your request, we followed up with DOTPF on the FY 93 Legislative
Audit findings and recommendations as well as the questions raised in your memao.

In general, we found that DOTPF has made real progress in correcting long-standing
problems. DOTPF has researched all of their out of balance accounts from 1985
forward; their 1995 ratification request represents those accounts for which there is
no other solution. They have since established a process for annual zero balancing,
and have completed that exercise for FYs 94 - 95, without need for ratification.

DOTPF’s payroll suspense system is a workable method to allocate and properly
charge payroll costs for capital improvement projects, as long as the necessary
attention and priority is given to the time and equipment (T&E) information
processing, and to the need to clear the suspense account each year. Their system,
however, does appear unnecessarily cumbersome, with some duplication of effort.
We believe that direct charging of the T&E information through the state payroll
system would result in less effort and more timely reporting. According to the
department finance officer, DOTPF is considering such a change as part of its
administrative services initiative. Appendix E provides a detailed discussion and
flowchart of the payroll suspense system. This appendix also includes a more
complete discussion of DOTPF’s progress in meeting the concerns raised by
Legislative Audit and in your request.
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1995 Ratification Request

| REQUESTED RATIFICATION
DEPT | YEAR(S)| DESCRIPTION EXPENDITUKRE f REVENUE | TOTAL
DOA FY94 Overexpenditure $ 3,215.00 $ 3,215.00
DCRA' FY90 Capital AR conversion problem 1,306.68 1,306.68
DOE FY86-90 Overexpenditure 1,804.68
Fy88 Conversion problem 40,000.00
FY94 Accounting error 225.00
Subtotal DOE 42,029.68 42,029.68
LAW FY85-92 Accounls receivable—DQOTPF $ 709,955.98 709,955.98
DNR?* FY91 Accounts receivable —BLM &USFS 1,457,973.93 1,457.973.93
DOR FYB5-92 Acctg, conversion and/ar overexpenditure 37,265.06 37,265.06
DOTPF FYB5-92 Unbudgeted payroll suspense ASAs 517,455.22 297,637.54 815,092.86
FY85-92 Budgeted CIP operating ARs 4,307,851,93 4,307,851.93
FY85-92 Operating ARs (net of CIP) 12,258.48 466,295.98 478,554.46
FY86 Unbudgeted RSA (net of payroll suspense RSAs) 2,000.00 2,000.00
FY85-94 Unbudgeted capital RSAs 5.47 283,977.79 283,983,265
FY 2015 Capital ARs, includes unpaid utility agreements 35,906.04 35,906.04
Subtotal DOTPF 531,719.47 5,391,669.38 5,923,388.55
Uof A FY86 QOverexpenditure 914.25 914,25
Total 1995 Ratlfication Request $ 616,449.84 $7,559,599.29 $ 8.176.049.13

' DCRA was requesting correction in wrong AR and term year.
2 We do not believe ratification should go forward until the state's complaint in the U.S. Court of Claims is resolved.
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Ratification Process in General

The following discussion provides background information to assist the reader in
understanding what has come to be known as the ‘ratification process.’

Process

In FY 92, the Division of Finance, with the support of OMB developed a process for
agencies to follow in order to minimize ratification requests. The majority of these
steps can be avoided to the extent that agencies zero balance their appropriations
timely. Agencies should exhaust the following steps prior to requesting a
ratification:

1. Identify all terminated appropriations that do not zero balance (obtain chart of
accounts on-line or use DOF zero balance report).

2. Perform the following test to determine if a shortfall exists:

Shortfall Test
Step 1:  Total Authorization —  Revenue Estimate = GF Authorization
Step 2: Total Expenditures = —  Revenue Actuals = GF Expenditures
Step 3:  GF Authorization —  GFExpenditures =  Surplus or (Shortfall)

3. If shortfall is identified, determine cause and initiate correction for erred
appropriation. The following are the most common reasons for erred
appropriations and the recommended corrective action:

Cause Necessary Agency Action
a) Agency posted revenue If appropriations involved are still
incorrectly on-line, prepare adjusting journal entries

to correct error (430-40).

If an appropriation that has dropped off
the books is involved, provide DOF
written justification and copies of the
original accounting documents that
illustrate .incorrect posting and corrective
action,
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Cause (cont.)

b) Agency did not restrict
revenue estimate to receipts

c) Agency did not liquidate or
change retention on
outstanding open irem

d) System error due to
conversion from PBA to
AKSAS

e) Agency overexpended
appropriation

Necessary Agency Action

Submit AB 520-10 to DOF for RD 120
override correcting restricted amount to
the exact amount necessary.

Liquidate open items, changing retention
to ‘no’.

NOTE: Do not use same open item
number each year for operating accounts.
This prevents prior year appropriations
from dropping off books.

Provide written justification to OMB along
with request for ratification.

If overexpended at appropriation level,
provide OMB written justification and
request ratification.

If ove: expended at allocation level, see
step 4.

4. There are two causes of an ‘overexpended appropriation’; 1) the agency
expended more than total authorization, and 2) the agency failed to collect
sufficient revenue and, in effect, overexpended GF authorization. As
discussed above, the correction is to request ratification. However, if the
overexpenditure took place in an appropriation with multiple allocations and
funding sources, and expenditures do not exceed total authorized, the
following additional steps may be taken to correct the error:

a) Determine if allocation(s) reporting to the same appropriation are on
or off the system by obtaining chart of accounts for year in question.
This may require copying DOF microfiche for allocations that dropped

off the system.

b) Perform shortfall test on all allocations to identify any lapsed GF

dollars.

For allocations that have dropped off the system, agencies must review
DOF lapse reports to determine GF lapse amount. Once original lapse
entry is identified, it is important to review the succeeding two years to
verify any additional lapse amounts (expenditures or revenues). If
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expenditure lapse entry only, assume 100% GF lapse; if there are entries
for expenditures and revenue (regardless of lapsing year), the difference
between the entries is characterized as follows:

Equation Lapse Result
Expenditure Authorization Lapse > Revenue Estimate Lapse  Difference is GF

Expenditure Authorization Lapse = Revenue Estimate Lapse  Zero GF

c¢) If through this exercise, the agency identifies sufficient GF lapse dollars
to cover, in whole or in part, the overexpended/uncollected am.unt in
the erred allocation, the agency can request OMB to approve a
retroactive revised program authorized budget transaction (AB 520-60)
to move the funds between the allocations.

If insufficient lapse was identified, the agency would have to request
ratification for the remaining overexpended balance.

Recording Approved Ratification in AKSAS

When approved, the agency enters the ratifications in AKSAS the same as when a
supplemental is booked—it is done with an authorized budget entry. Specifically,

1. The department processes an AB (520-60) with OMB signature approval and

DOF transaction approval (RD 120 override) for terminated appropriation.
This entry increases the terminated appropriation’s GF authorization by the
amount of the ratification.

2. The department restricts and defers the unrealized revenue (AB 520-10) with

DOF approval (RD 120). This restricts the uncollected revenue authorization.
In essence, the agency is restricting the revenue estimate by the ratification
amouat. Prior to DOF approving transaction, they conduct the shortfall test
to determine if the agency overexpended general fund dollars. At this point
the total authorization is higher by the amount of the ratification.

. The final step to zero balance a terminated appropriation is that DOF lapses

the revenue estimate (amount agency restricted in step 2). At this point, the
net expenditure authority is back to the level of original authorization, thus
authorization equals expenditures and revenue estimate equals collections

(they zero balance).
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Citations

There are both legal controls and management controls in place to help reduce the
need for ratifications.

Legal Controls

The primary legal control, based on the Alaska Constitution and statute, is the level
at which the legislature sets appropriations. Although agencies, with OMB
approval, can amend allocations within an appropriation through the revised
program process, only the legislature can amend an appropriation. The general rule
against “crossing appropriation lines” is a strong budgetary control.

Alaska Statute

The Alaska Constitution, Article IX, Section 13 addresses the proper expenditure of
state funds as follows:

No money shall be withdrawn from the treasury except in accordance with
appropriations made by law. No obligation for the payment of money shall be
incurred except as autharized by law. Unobligated appropriations outstanding
at the end of the period of time specified by law shall be void.

AS 37.25.010(b) states:

An indebtedness arising from a prior year for which the appropriation has
lapsed shall be paid from the current year’s appropriation, if (1) this
expenditure does not exceed the balance lapsed; and (2) the original obligation
date is not more than two years from the requested date of disbursement.

AS 37.05.170 prohibits payment of or obligations incurred unless the Department of
Administration certifies a sufficient unencumbered balance is available in the fund

for which appropriated.

Budget Act
FY 96 Budget Act, Secs. 4 and 5 state:

Sec. 4 - Except as provided in sec. 5 of the Act, if federal or other program
receipts as defined under AS 37.05.146 fall short of the estimates appropriated
by this Act, the affected appropriation is reduced by the amount of the
shortfall in receipts.

Sec. 5 - If the federal receipts under 42 US.C. 1397 - 1397f (Title XX of the
Social Security Act) fall short of the estimate, the amount of the shortfall, not
to exceed $6,310,800, is appropriated from the general fund.




RATIFICATION REVIEW Cc-2

Alaska Administrative Manual

AAM 25.040 defines the annual appropriated budget as the expenditure authority
created by appropriation bills that are signed into law, including related estimated
revenues. This budget authorizes and provides the basis for control of financial
operations during the fiscal year. The appropriations cannot legally be exceeded
unless amended by the Legislature.

AAM 10.060 states that agencies are responsible for monitoring their appropriations
to ensure overexpenditures do not occur.
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Shortfall Testing Results

We reviewed whether 1) those departments participating in the FY 1995
ratification, requested accurate amounts and included all their outstanding
appropriations and 2) those departments that did not submit a request were in
need of ratification. We verified amounts by reviewing the status of all
outstanding appropriations with the error ‘net available balance not equal
zero' listed on the FYE 1994 zero balance report with termination years

1985 - 1993. The following table provides the number of appropriations with
siich an error by department and those reflecting a shortfall:

Erred i Shortfall Total FY 85 -93

Dept Appns : Appns Shortfalls
DPS 1 0 $ 0.00
DFG 1 1 1,655.05
DOC 5 4 94,541.33
DOE 5 5 42,073.74
DOA' 5 5 391,401.19
DOR 7 6 37,265.06
00G 10 3 3,358.23
DCED 24 16 106,729 86
DMVA 29 10 286,963.39
DEC 30 26 226,068.46
LAW 38 18 499,554.51
DOL 42 26 422,349.08
DCRA 48 12 2,365,676.58
DNR 67 14 751,966.80
DOTPF 68 30 5,923,388.55
DHSS 279 62 5,038,613.35

Total Shortfall: $16,191,605.18

e

The difference between the erred appropriations and the shortfall
appropriations are those that can be balanced by revenue restrictions.

' DOA’s total shortfall amount includes $914.25 that is needed to balance the University of Alaska’s
accounts.
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The total shortfall represents the maximum amount requiring ratification if
agencies do not seek an administrative solution. The method for
administratively correcting shortfalls involves identifying sufficient lapse
balances in other allocations within the same appropriation to offset the
overexpended/undercollected allocation and then requesting retroactive
revised programs. To the extent that insufficient lapsed funds are available
within the same appropriation, then ratification of the remaining amount by

the Legislature will be required.

Based on our review, the only department included in the FY 1995 ratification
request that addressed all outstanding appropriations is the Department of
Transportation and Public Facilities. Additi==ally, the only department that
balanced all of their accounts without reg: 5 a ratification is the
Department of Public Safety. See attached  edule (page D-3) comparing the
original 1995 ratification request, our reco:v.mended adjustments and our
estimate of additional amounts requiring ratification for the period of

FY 85 - 93.
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Appendix E
DOTPF Ratification

In response to your request, we reviewed the progress made by the Department of
Transportation and Public Facilities (DOTPF) on the following FY 93 Legislative
Audit findings and recommendations. We also addressed the questions raised in
your request. Our findings are keyed to the listing below:

FY 93 Legislative Audit findings
1. Lack of monitoring appropriations,
2. Inadequate tracking of appropriate PCNs charged to RSAs,
3. Not charging payroll to capital appropriations,

4. Re-examination of labor rate calculations for non-budgeted payroll
suspense accounts, and

5. Inadequate collection of revenues.
Additional Questions:
6. What allows over expenditures to occur?

7. Has the system been fixed so that this (FY 93 Legislative Audit findings)
will not occur again?

8. Have procedures been changed in the use of payroll suspense accounts?

9. Is the use of payroll suspense accounts and RSAs really the most
appropriate method for tracking payroll costs charged to the capital
budget?

1. Lack of monitoring appropriations

In the three years following the implementation of AKSAS, like most agencies,
DOTPF had problems with appropriation monitoring. Since FY 93, DOTPF has
made real progress in balancing their appropriations. Their headquarters finance
staff examined all appropriations still on the books as of the zero balance report in
January 1995. They took all possible steps to correct accounting errors, transfer
funds, initiate revised programs etc. to balance the appropriations. In some cases
shortfalls remained after exhausting all administrative remedies, thus the
ratification request. Approximately ninety percent of the request is due to a failure
to reduce expenditure authorizations in circumstances where there is an
undercollection of revenue. Flowever, DOTPF staff states that:

Approximately $4.3 million of the request is due to overcharging the federal
government in earlier years. DOTPF agreed to compensate the federal
government by deliberately undercharging them in later years but the
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conversion from PBA to AKSAS left the department unable to transfer the
revenues from the earlier years to the undercharged years.

Through the process of clearing out the FY 85 - 93 accounts, the staff has become
very knowledgeable about the zero balancing process. The department indicated
that they have zero balanced for both FY 94 and FY 95. We independently reviewed
the 1994 zero balance report for the department, identifying 39 accounts that were
out of balance and not covered by the ratification request. When provided with the
list, DOTPF confirmed that each of these accounts was the subject of prior year
revised programs, currently pending before OMB/DBR. The zero balance report for
1995 was distributed early January 1996. DOTPF had already taken all necessary
actions to zero balance their accounts prior to the report coming out, in order to
minimize the appropriations listed on the report as in error.

One area where DOTPF has consistently experienced problems is reconciling
Department of Law bills for legal services. In an attempt to address such problems,
DOTPF's Headquarters Finance has begun tracking Department of Law billings,
implemented an aging report, and developed procedures to address bills that are not
processed timely. DOTPF has also been working with the Department of Law to
minimize future problems. Additionally, the Department of Law is working to
improve their billing system.

2. Inadequate Tracking of PCNs to RSAs

We did not conduct tests in this area because of the immaterial amounts involved.
Although this is a problem that will potentially reoccur at any time, DOTPF has
taken several steps to monitor and improve compliance. Headquarters Finance met
with regional staff last year to explain and stress the importance of accurate time
reporting. DOTPF internal review has begun sampling timesheets as part of their
review of field operations, verifying that the appropriate employees are being
charged to projects. Headquarters Finance now receives bimonthly reports of erred
timesheets from the regions, enabling them to spot trouble areas and take prompt
remedial action.

3. Not charging payroll to capital appropriations

DOTPF is improving the process used to annually liquidate payroll suspense
accounts (see later discussion of payroll suspense).

4. Re-examine labor rate calculations for non-budgeted payroll suspense accounts

Headquarters Finance provided us a draft copy of their revised procedures for
calculating the labor rate. DOTPF stated that they annually set the rate to
undercollect, based on federal rules prohibiting overcharging. They then
incorporate the undercharged amount (the payroll suspense balance) into the rate
for the next year, theoretically clearing the accounts every year.
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The rate methodology is annually verified by DOTPF internal review and the
federal agencies. Due to a labor rate methodology error (corrected in the FY 96 rate),
timesheet processing errors resulted in FY 93 - 95 payroll suspense shortfalls
exceeding $3 million. This represents undercollections of three percent compared to
their total expenditures—generally, the undercollection is 1 - 2% of total
expenditures. DOTPF has decided to recover this through adjustments to the rate
over the next 3 years. Headquarters Finance now reviews the rate process and the
results on a monthly basis, so that errors can be detected earlier—an important
improvement.

5. Inadequate collection of revenues

In the past, DOTPF has not addressed undercollections in a timely manner.
However, through their latest clean-up effort, they have gained the necessary
knowledge to minimize future occurrence and clearly understand the importance of
performing this exercise timely.

6. What allows over expenditures to occur?

Most of DOTPF's apparent overexpenditures fall into three categories: 1) those that
resulted from AKSAS conversion problems, 2) payroll suspense problems, and
3) failure to adjust authorizations when anticipated revenues do not materialize.

7. Has the system been fixed so that this (FY 93 Legislative Audit findings) will not
occur again?

We believe that the staff has made real progress. At the same time, they have
special circumstances with their federal receipts, multiple projects, payroll suspense,
etc. that most departments do not deal with, The DOTPF staff believes that although
the amounts should be small, they may need an occasional ratification in the future.
We believe that as long as the department monitors and clears the accounts
annually, there should not be any significant future ratifications.

8. Have procedures been changed in the use of payroll suspense accounts?

The only change is that Headquarters Finance now monitors account balances on a
regular basis. According to the finance officer, this topic is included in the
department’s internal administrative initiative for possible streamlining.

9. Is the use of payroll suspense accounts and RSAs really the most appropriate
method for tracking payroll costs charged to the capital budget?

The payroll suspense RSA is the mechanism used to identify which personnel are
supposed to be charged to projects and who is actually being charged. If Time and
Equipment reports (T&-_Es) are input timely and accurately, erred T&Es are corrected
timely, proper personriel are charged against the RSAs and the accounts are
monitored such that they are zero balanced annually, then suspense accounts are an
acceptable means of charging personal services to capital projects. We did note,
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however, that the system is time-consuming and cumbersome, and have
recommended to the finance officer that they pursue direct charging by account
through the state payroll system (AKPAY). The rate process, whereby employees’
time is charged at a rate different than that paid through AKPAY, makes this a
complex undertaking, but as mentioned above, the subject is under discussion as
part of the department’s administrative review.

The following narrative and flowchart are provided to document the payroll
suspense system—the accounts, the RSAs, the T&E system and the accounting

entries.
PAYROLL SUSPENSE RSAs

In accordance with AS 37.07.050(a)(3), agencies are required to list all positions and
personal service costs in their operating budget, including those requested for capital
improvement projects (CIP receipts).

Agencies with split funded positions submit unbudgeted reimbursable service
agreements (KSAs) to DBR once the capital budget is approved. RSAs are set up for
each budget component that has split funded positions, identifying those positions
that are budgeted and paid from an operating component and are split funded. The
RSA serves as a payroll clearing account where the actual personal services costs are
charged and then cleared through the timesheet process (hours worked times
hourly billing rate).

Positions that are 100% budgeted with CIP receipts do not require an RSA, but are
budgeted in payroll suspense accounts (collocation code) which point to the
operating appropriation.

The hours on the timesheets are charged out at a labor distribution rate approved by
the federal government. DOTPF defines the labor rate as follows:

A cost distribution percentage which is developed according to Federal
Highway Administration and Federal Aviation Authority guidelines for
allowable personal service cost elements which can be distributed out to
projects.

The rate includes base pay, benefits, health insurance, leave costs and an over/under
variance for regular hours worked. DOTPF intentionally develops the rate so that
an underrecovery occurs in the year in which it is applied. They believe this is
necessary to guarantee that an overcollection does not occur. The resulting
undercollection is used as a variance in calculating the next year’s rate, with the
related collected revenue being posted to the prior fiscal year. In theory, the account
should clear after the second year.
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FY 85 -93 STATEWIDE SHORTFALLS

APPN/ | TERM |

# | DEPT | ALLOC | YR |DESCRIPTION RATIFY
1| DOA | 03583 | 1985 |PPTY Mgmt Gen Fund 47,182.23
2| DOA | 03581 | 1986 |Retire & Bnfts Gen FD 654.29
3| DOA | 03879 | 1990 |Program Receipts ) 1,980.56
4‘ DOA | 03589 | 1991 |Telecommun Services | 330,733.98
5| DOA | 03879 | 1992 |Program Receipts 1 6,720.88
6 DOA | 03581 | 1994 |Alaska Oil and Gas | 3,215.00
UofA 78496 1986 University of Alaska | 914.25
DOA & UotA:|  391,401.19
1| 00G | 01915 | 1988 |Giccy RSA | 417.42
2| O0G | 01916 | 1988 |APA/Policy RSA |' 2,827.45
3| 00G | 01920 | 1988 |DOTPF/OEEO RSA ! 113.36
00G| 3,358.23
1, DOR | 15545 | 1985 |PermanentFundCorp | 1,822.62
ol DOR | 15573 | 1986 |PetReviData&Word | 10.98
3| DOR | 15550 | 1989 |AK Housing Fin Corp I 7.00
4| DOR | 15545 | 1990 |PermanentFund Corp | 9.30
5/ DOR | 15550 | 1990 |AK Housing Fin Corp I 8.00
6/ DOR | 15585 | 1990 |Treasury Management 15,176.74
7| DOR | 15585 | 1992 |Treasury Management 20,230.42
All ARs included in 95 Rat DOR:| 37,265.06
1| DOE | 18005 | 1986 |PSEC - Veteran's Admin 1,126.12
2| DOE | 18025 | 1986 |PSEC - Federal Student Aid| 25.00
3| DOE | 19031 | 1988 |PSEC - Student Loan Prgm | 40,000.00
4| DOE | 18041 | 1990 |PSEC - Govarnor's Council | 653.56
5| DOE | 17666 | 1992 |School Lunch Admin 44.06
6| DOE | 17716 | 1994 |Special & Supl Services | 225.00
DOE:| 42,073.74
1/ DOL | 27615 | 1985 |Wage and Hour | 1,059.50
2! DOL | 27540 | 1986 Worker's Incentive l 12,811.71
3| DOL | 27570 | 1986 |Management Services | 10,175.80
. 4/ DOL | 27655 | 1986 |Alaska Hire l 39.08
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APPN/ | TERM
# | DEPT | ALLOC YR |[DESCRIPTION RATIFY
5| DOL | 27623 | 1987 |U.l Investigations 54.52
6| DOL | 27505 | 1988 |Emply Svcs Reg 243,00
7| DOL | 27540 | 1988 |Worker's Incentive 4,264.87
8| DOL | 27585 | 1988 |osHA 15,935.24
9| DOL | 27623 | 1988 |U.L Investigations 0.01
10| DOL | 27505 | 1989 |Emply Sves Reg 5,997.74
11| DOL | 27575 | 1989 |Labor Market Info 4,553,38
12| DOL | 27622 | 1989 |oSHA 4,806.38
13| DOL | 27657 | 1989 |Unbudgeted DP OP's 10,877.62
14| DOL | 27545 | 1990 |Data Processing 533.73
15| DOL | 27596 | 1990 |Workers Comp Regular 166.76
16/ DOL | 27622 | 1990 |osHA 13,439.22
17| DOL | 27540 | 1991 |Worker's Incentive 22,280.28
18| DOL | 27575 | 1991 |Labor Market Info 4,705.75
19| DOL | 27622 | 1991 |oSHA 19,677.98
20| DOL ! 27505 | 1992 |Emply Sves Reg 12,749.47
21| DOL | 27535 | 1992 |U.l. Regular | 19,015.14
22| DOL | 27849 | 1992 |AK Work Prog Reg 342.09
23| DOL | 27505 | 1993 |Emply Sves Reg 10,009.38
24| DOL | 27535 | 1993 |U.l. Regular 228,832.72
25| DOL | 27575 | 1993 |Labor Market Info 11,431.15
26| DOL | 27849 | 1993 |AK Work Prog Reg 8,346.56
DoL:|  422,349.08
1| DCED| 29567 | 1985 |AK Industrial Dev 16,513.00
2| DCED| 30511 | 1985 |08 Mining Loan Fund 427.10
3| DCED| 31505 | 1985 |21 Sterling Engine 51,441.00
4| DCED/| 30509 | 1986 |08 APA Alt Engy Plan | 23.41
5|DCED| 31509 | 1986 |21 Pt Alexander Wind 1,683.55
6/ DCED| 31517 | 1986 |21 Solar Panel Demo 0.61
7| DCED| 32111 | 1986 |Kodiak Elect Plan 0.14
8/ DCED| 29527 | 1987 |AK Real Estate Comm 956.03
9| DCED| 29583 | 1989 |OL AREC Satety Fund 27,351.48
10| DCED| 30027 | 1989 |Weigh Station Operation 203.73
11/ DCED| 29563 | 1990 |AK Tourism Mktg Council | 645.87
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FY 85-93 STATEWIDE SHORTFALLS

APPN/ | TERM

# | DEPT | ALLOC YR |DESCRIPTION RATIFY
12| DCED| 29568 | 1991 |AK Seafood Mktg Inst 29.06
13| DCED| 29561 | 1992 |Tourism Development 2.07
14| DCED| 29636 | 1993 |AEA Agency Operation 7,017.91
15, DCED| 30056 | 1993 |Mongolian Coal-Fired 434,90
16| DCED| 32383 | 1994 |Bethel-Napaskiak Lin | 89.00
94 AR nol included in SS (pg D-3) DCED:| 106,818.86
1| DMVA| 34512 | 1985 |Fed Emerg Mgmt Pgm 40,844.18
o| DMVA| 34532 | 1985 |Fac Mntc/Army 126,661.01
3| DMVA| 34537 | 1985 |Air Training Support 15,218.98
4| DMVA| 34538 | 1985 |AK Miltary Academy 90.15
5| DMVA| 34537 | 1986 |Air Training Support l 1,419.79
6| DMVA| 34532 | 1987 |Fac Mntc/army | 75,326.20
7/ DMVA| 34537 | 1987 |Air Training Support | 15,794.56
8/ DMVA| 34565 | 1988 |Fed Community Asst 7,500.00
9/ DMVA| 34538 | 1989 |State Active Duty 144.10
10/ DMVA| 34532 | 1990 |Army Guard FacMaint | 3,964.42
DMVA:|  286,22..39
1| DEC | 48742 | 1986 |wamusT J 0.05
2| DEC | 48743 | 1986 |PIOUST | 11.81
3| DEC | 48751 | 1986 |A&SW Superfund 0.32
4| DEC | 48757 | 1986 |A&SW Air SP Proj 86 30.17
5/ DEC | 48761 | 1986 |A&SW Spec Proj 85 0.65
6| DEC | 48815 | 1986 |RS 280 PM Student IN 0.50
7| DEC | 48704 | 1987 |waMm 205J 7,591.85
8| DEC | 48732 | 1987 [SCROUST 0.31
9| DEC | 48733 | 1987 |plOUST 0.65
10| DEC | 48817 | 1987 |RS 281 PM Audit Mgmt 1,653.00
11| DEC | 48555 | 1988 |CIP Allocation 60,186.52
12| DEC | 48740 | 1988 |WQ Non-PT 205J 0.12
13| DEC | 48712 | 1989 |CAA 105 Air Grant 0.06
14| DEC | 48713 | 1989 |Lust Trust RPL SFY89 0.14
15| DEC | 48714 | 1989 |EH/Pest Enf/RPF0159 0.38
16/ DEC | 48689 | 1990 [SEC 28 SB 264 Comps 0.92
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APPN/ | TERM

# | DEPT | ALLOC YR |DESCRIPTION RATIFY
17| DEC | 48789 | 1990 |FY30 Xerox Costs RSA 13,959.91
18| DEC | 48791 | 1990 |RS.00006 DEC/GOV 1,533.76
19| DEC | 48550 | 1991 |Env Quality Projects 105,258.51
20| DEC | 48660 | 1992 |EH Palmer Laboratory 4,818.62
21| DEC | 49622 | 1992 |FCO/MHHS Util Mgmt Gr 3,282.00
22! DEC | 49632 | 1992 |RPL 18920086 - Coast 1,711.00
23| DEC | 49750 | 1992 |RS0920104 DMVA/SPAR 194,00
24| DEC [ 48130 | 1993 |Regional Management 1,606.46
25| DEC | 48380 | 1993 |Air Quality Manageme 23,883.55
26| DEC | 48660 | 1993 |EH Palmer Laboratory 343.19
DEC:|  226,068.46
1| DOC | 50901 | 1985 |NIC Grant 349.60
2| DOC | 50955 | 1986 |RSA DHSS Maniilag/PO 415.20
3| DOC | 50525 | 1992 |Fac-Cap Imip Unit 4,296.00
4| DOC | 50545 | 1992 |statewide Programs 89,480.53
DOC:| 94,541.33
1| Court | 76600 | 1985 |AASAP Services ! 800.00
2| Court | 76650 | 1987 |DWI Adjudication/Pub | 21,41
COURT:| 821.41
1| DCRA| 52578 | 1985 |National Forest Rece 320,806.28
2| DCRA| 52609 | 1985 |Grants Admin 1,621,085.35
3| DCRA| 52740 | 1985 |il-A SDA Training 352.00
4| DCRA| 52533 | 1986 |Trmg/Field Ofc Alloc | 998.32
5| DCRA| 52580 | 1988 |Statewide Assistance 73.17
6| DCRA| 52630 | 1989 |Admin Services 4,239.66
7| DCRA| 52902 | 1989 |Liheap RSA, FFY89 412,888.44
8| DCRA| 55350 | 1990 |WX/Energy Cornservati 1,306.68
9| DCRA| 52689 | 1992 IBlock Grants CIP 516.68
10| DCRA| 52933 | 1992 |REAA's School Board 124,00
11| DCRA| 52566 | 1993 |Training and Develop | 300.36
12/ DCRA| 52573 | 1993 !Statewide Assistance | 2,985.64
DCRA:| 2,365,676.58
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APPN/ | TERM

# | DEPT | ALLOC YR |DESCRIPTION RATIFY

1| DHSS| 22750 | 1985 |Fbnks DOE Food Svc 3,236.50
2| DHSS| 22751 | 1985 |Johnson Center Doc ' 151.84
3| DHSS| 22783 | 1985 |Laboratories 84 1,069.00
4| DHSS| 22515 | 1986 |Energy Assist Progm 0.82
5| DHSS| 22521 | 1986 |Medicaid 498,756.92
6| DHSS| 22532 | 1986 |Claims Process Oper 84,719.11
7| DHSS| 22543 | 1986 |Preventive Services 37,399.34
8| DHSS| 22648 | 1986 |Regional Administrat 71.64
9| DHSS| 22640 | 1986 |Gov Council Hand/Gft | 0.23
10| DHSS| 22515 | 1987 |Energy Assist Progm i 9,504.13
11| DHSS| 22519 | 1987 |Medicaid Facilities | 1,012,390.37
12| DHSS| 22646 | 1987 |Administration 37,712.58
13| DHSS| 22519 | 1988 |Medicaid Facilities 1,026,636.69
14| DHSS | 22557 | 1988 |Work Incentive f 45,178.52
15| DHSS| 22612 | 1988 |Communicable Disease | 20.51
16| DHSS | 22640 | 1988 |Gov Council Hand/Gft | 0.42
17| DHSS| 22649 | 1988 |Harborview Dev Ctr 20,024.57
18| DHSS| 22752 | 1988 |Substance Abuse Res ‘ 10.00
19| DHSS| 22755 | 1988 |Epidemiology-Traffic 1 200.56
20| DHSS| 22788 | 1988 |Fbks MH Facil Maint 1 0.01
21| DHSS| 23031 | 1989 |S Reg EMS Life-Pak | 0.07
22| DHSS| 22885 | 1989 |EIS Phase |-Capital AR | 0.80
23| DHSS| 25061 | 1989 |Medicaid Facilities | 194,581.75
24| DHSS| 25063 | 1989 |PFD Hold Harmless [ 1,700.00
25| DHSS | 25065 | 1989 |General Relief Med I 23,399.50
26| DHSS| 25066 | 1989 |State Facilities [ 16,513.78
27| DHSS | 24649 | 1989 |Harborview Dev Cir 3,264.99
28| DHSS | 22557 | 1990 |Work Incentive 20,243.51
29| DHSS| 22556 | 1990 |Central Office J 72,324.74
30| DHSS| 22612 | 1990 |Women, Infants&Child | 98,736.15
31| DHSS| 22617 | 1990 |EMS Training&Licens | 34,522.50
32| DHSS| 24105 | 1990 |Alcohol Abuse GT-GF | 32,888.39
33| DHSS| 24649 | 1990 |Harborview Dev Ctr | 274,938.80
34] DHSS| 22753 | 1990 |AK Trauma Registry | 0.45
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APPN/ | TERM
# | DEPT | ALLOC | YR |DESCRIPTION RATIFY
35| DHSS| 22792 | 1990 |MH Intervention Prog 80.00
36| DHSS| 22796 | 1990 |Human Svc Valdez Qil 11,853.13
37| DHES | 22797 | 1930 |Child Nutrition Prog 4,305.11
38| DHSS | 25060 | 1991 |Medicaid Non-Facility 56,969.91
39| DHSS| 25062 | 1991 |Indian Health Servce 0.11
40| DHSS| 25066 | 1991 |Medicaid State Prog 25,923.83
41| DHSS| 22534 | 1991 |Fraud Investigation 36,979.86
42| DHSS| 22530 | 1991 |Cert & Licensing 218,532,483
43| DHSS| 22613 | 1991 |Maternal,Child&Famil 76,944.06
44| DHSS| 22615 | 1991 |PH Admin Svcs 37,566.05
45| DHSS | 22616 | 1991 |Epidemiology 3,834.06
46| DHSS| 25062 | 1992 |indian Health Servce 0.56
47| DHSS| 22528 | 1992 |Eligibility Determin 14,130.80
48| DHSS| 22556 | 1992 |Gentral Office i 13,947.49
49/ DHSS| 22576 | 1992 |MNLQ-ED & Staff Dev 2,827.00
50| DHSS | 22611 | 1992 |Nursing 1 1,500.00
51| DHSS| 22617 | 1992 |EMS Training&Licens 54,440.20
52| DHSS| 22618 | 1992 |Aids Services 21,597.27
53| DHSS | 24649 | 1992 |Harborview Dev Ctr 67,463.77
54| DHSS| 22713 | 1992 |FY92 OAC Nutrition 0.02
55| DHSS| 22724 | 1992 |Inmate Hit Care Xray ' 14,500.00
56| DHSS| 25061 | 1993 |Medicaid Facilities | 725,838.01
57| DHSS| 22532 | 1993 |Ofc Hearings/Appeals 4,546.87
58| DHSS| 22543 | 1993 |Delinquency Prevent 7,785.38
59| DHSS | 22552 | 1993 |Northern Region 15,110.33
60| DHSS| 22556 | 1993 |DFYS Central Office 26,773.11
61| DHSS| 22616 | 1993 |Epidemiology 18,895.74
62| DHSS| 22621 | 1993 !Hith Sves/Medicaid \ 26,049.06
DHss:| 5,038,613.35
1| DNR | 36911 | 1985 'Historic Res Mgmt 91,011.52
2| DNR | 36601 | 1986 |Land & Water Public 39,372.00
3| DNR | 36780 | 1986 |Petroleum Management 430.61
4| DNR | 36860 | 1987 |Minerals/Mat Davelop | 38,999.03
5/ DNR | 36870 | 1987 |Land & Public Safety | 43,883.85
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APPN/ | TERM

# | DEPT | ALLOC YR |DESCRIPTION RATIFY
6| DNR | 36960 | 1987 |Direct Charge/OH CIP 74,335.15
7| DNR | 36650 | 1988 |Land Convayances 18,239.97
8| DNR | 36898 | 1988 |Survey Dir Chg CIP 12,550.52
9| DNR | 36670 | 1988 |Minerals/Mat Develop 310.95
10! DNR | 37700 | 1989 |[Historic Resource Mg 1,708.11
11| DNR | 37880 | 1989 |AG/Direct Charge CIP 1,004.80
12| DNR | 36893 | 1990 |Law Valdez Qil Spill 117,735.35
13| DNR | 37733 | 1990 |RS1080068 Thunderbir 47.18
DNR ZB AR 36593-89 @ $312,337 DNR: 439,629.04
1| LAW | 13806 | 1985 |Dept of Revenue 1,239.94
2| LAW | 13809 | 1985 |Alaska Railroad Corp 39,574.88
3| LAW | 13604 | 1986 |Civil Div - Operations 215,234,62
4| LAW | 13604 | 1987 |civil Div - Operations 99,028.38
5/ LAW | 13874 | 1987 |Perm Fund Invest 7,188.65
6! LAW | 13892 | 1987 |CFEC Adjudicatns 424.60
7| LAW | 13904 | 1987 |PERS Class Study 370.00
8| LAW | 13922 | 1988 |Telecom Misc Legl 54,414,93
9| LAW | 13948 | 1988 |Function Sep.Opin 1,854.03
10| LAW | 13604 | 1990 |Civil Div - Operations 55,232.61
11| LAW | 13615 | 1990 |Admin & Support 15,111.09
12| LAW | 13701 | 1990 |Oil & Gas Operations 145.00
13| LAW | 13831 | 1991 |Osair Restoration 6,290.00
14| LAW | 13821 | 1992 |[Medical Assistnce 1,925.75
15| LAW | 13826 | 1992 |Aidea Delong Leg 55.69
16| LAW | 13701 | 1993 |Qil & Gas Operations 18.28
17| LAW | 13772 | 1993 |[Agency Coop Agree 958.25
18| LAW | 13895 | 1993 |Agency Coop Agree 487.81
LAW:| 499,554.51
1| DFG | 42702 | 1985 |NOAAUS Canada #2 DFG:| 1,655.05
GRAND TOTAL:| 9,956,789.28
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MEMORANDUM State of Alaska

Department of Educarion

To: Annalee McConnell. Director Date: January31, 1996
Office of the Govemar

Office of Management & Budget
Phone: 463-2800

File:

From: Rick Cross. Depury Cummissiones Subject: FY96 Projected lapsc balances
Department of Education
Division of Sthool Finance

This memorandum is in response (0 your request for information regarding FY96 projected
lapse balances. if any, in the K-12 support sppropriation and the FY96 school debt
appropriation. Anticipared lapse projections for the K-12 Support appropriation are as follows:

$643,401.9 FY96 authorized
638.739.4 7y96 actual based un [icst student count
- ’ 4,662.3 Difference
> (1,000.0)  Less optional count
' (500.0)  Less Anchoragc vocational adjustment
(123.0)  Less tuition RP
Less FY96 disparity fix
$1.839.5  Anticipacd foundation lapse to be carried
"7 _forward and used to reduce funding from
School Trust Fund

e

The FY96 projectivn fur the scheol debt program will utilize the cntire nppmbriatiou.

Please let me kuow if you requirc additional information.

cc:  Jim Ellioty, Acting Dircutor
DOE School Finance

Karen Rehfeld, Director
DOE Administrative Services




GOLDBELT PLACE
/ 801 WEST 10TH STREET. SUITE 200

DEPARTMENT OF EDUCATION JUNEAU, ALASKA 99801-1894

ADMINISTRATIVE SERVICES / (907 465-2900
FAX (907) 465-4156

February 14, 1996

The Honorable Mark Hanley, Co-Chair
House Finance Committee

Alaska State Legislature

State Capitol, Room 507

Juneau, AK 99801-1182

Dear Representative Hanley:

The following information is provided in response to questions of the department during the
February 12 House Finance Committee meeting regarding HB468, the FY96 supplemental bill.

Disparity - The enclosed position paper outlines the disparity issue and various alternatives to
address the issue. The Department of Education has requested a supplemental appropriation of
$1,224,950 in FY96 to provide named recipient grants to REAA school districts in order to bring
the state within the 20% variance to comply with the federal standard. Funding for these grants
is available in the current year Foundation Program appropriation based on the first student count
data. The FY96 supplemental is a one-time “fix” for the problem. In FY97, the department has
proposed legislation that will provide supplementary aid to REAA’s while at the same time
increasing the impact aid deduct from 90 to 95% which reduces the “windfall” to these districts
at the low end of the disparity table.

Also enclosed is a spreadsheet that illustrates the impact of failing to meet the disparity standard
by prorating the instructional unit value by $2,750 based on FY96 first count data and the FY97
projection for the Foundation Program.

Foundation Program - T.e department discussed the issue of disparity with the legislature last
year. At that time, the department proposed rewriting the current foundation formula to address
disparity and several other areas. As you know, the State Board of Education appointed a School
Funding Task Force that worked over the summer to rewrite the state’s existing Foundation
Program to deal with this and other issues. The Task Force was not able to reach consensus on a
number of areas. In order to resolve some of the immediate issues, the State Board of Education
has requested legislation to make short term changes to the Foundation Program that are included
in HB 452 and SB 244, The State Board of Education is continuing their work on developing
long term changes to the Foundation Program to ensure equity and adequacy of funding for all
school districts.




Letter, Representative Hanley
February 14, 1996
Page 2 of 2

Public School Trust Fund - The FY97 budget request for the Foundation Program includes
approximately $3,400,000 in one-time revenues to the Public School Trust Fund. At the time the
budget was prepared, the department did not have the first student count data analysis completed
to determine if there would be funding available in the current year appropriation for
carryforward, Since that time, the department has estimated that approximately $1,800,000
would be available and the supplemental bill includes language to provide for that carryforward.
[f the department is able to reduce the revenue demand on the Public School Trust Funds in
FY97, that funding will be available to offset the general fund need in FY98.

Pupil Transportation - During our overview before the House Finance Committee, you
requested information on the 8% reduction to the Pupil Transportation component. The enclosed

schedule provides an estimated allocation by school district based on the FY97 request.

I would be happy to discuss this information at your convenience. Please contact me if you have
any questions.

Sincerely,

Karen J. Rehfeld
Director

Enclosures

cc: House Finance Committee Members




ALASKA DEPARTMENT OF EDUCATION

FOUNDATION PROGRAM Without Change in Without Change in
Impact Aid Revenue Impact Aid Revenus
FY386 FY986 FY96 Prorated FYa7 Fyaz FY97 Prorated
FOUNDATION Prarated at less FOUNDATION Prorated at | less
STATE AID $58,220 Actual FY96 STATE AID $58,630 Actual FY97
ADAK 0 0 0 0 0 0
ALASKA GATEWAY 4,947 237 5,092,503 145,266 5,055,414 5,188,169 132,755
ALEUTIAN REGION 551,662 582,782 31,120 518,430 547,604 29,174
ALEUTIANS EAST 3,640,174 3,717,230 77.056 3,743,146 3,761,818 18,672
ANCHORAGE 179,345,277 174,169,534 (5,175,743) 181,243,565 176,996,855 (4,246,710)
ANNETTE ISLANDS 1,794,308 2,654,250 859,942 1,833,348 2,641,282 807,934
BERING STRAIT 15,590,932 18,583,824 2,992 892 16,969,751 19,299,237 2,329,486
BRISTOL BAY 1,703,279 1,763,106 59,827 1,873,234 1,893,060 19,826
CHATHAM 2,755,220 3,125,250 370,030 2,751,502 3,208,234 456,732
CHUGACH 1,699,778 1,768,724 68,946 1,729,510 1,770,626 41,116
COPPER RIVER 5,376,442 5,028,156 (148,286) 5,370,508 5,231,555 (138,953)
CORDOVA 2,534,470 2,403,112 (131,358) 2,684 679 2,565,623 (119,056)
CRAIG 2,355,229 2,270,923 (84,306) 2,335,826 2,246,184 (89,642)
DELTA/GREELY 5,212,513 5.716.040 503,527 4,571,810 5,169,407 597,597
DENALI 2,977,917 2,858,863 (119,054) 3,021,537 2,916,300 (105,237)
DILLINGHAM 3,089,488 3,228,230 138,742 3,839,005 3,850,995 11,990
FAIRBANKS 65,507,599 65,399,549 (108,050) 66,371,794 66,347,918 (23,876)
GALENA 1,376,768 1,404,111 27,343 1,537,153 1,551,507 14,354
HAINES 2,279,644 2,161,086 (118,558) 2,266,876 2,166,369 (100,507)
HOONAH 1,931,988 1,921,187 (10,801) 1,963,241 1,917,517 (45,724)
HYDABURG 957 444 917.124 (40,320) 977,873 940,756 (37.117)
IDITAROD 5,274,534 5,576,894 302,360 5,496,233 5,785,022 288,789
JUNEAU 22,176,639 20,874,095 (1,302,544) 21,852 487 20,713,316 (1,139,171)
KAKE 1,308,345 1,314,628 6,283 1,265,711 1,273,683 7.972
KASHUNAMIUT 1,793,366 2,107,564 314,198 1,980,254 2,138,236 157,982
KENAI 44,210,146 41,586,678 (2,623,468) 44,210,660 41,965,486 (2,245,174)
KETCHIKAN 9,911,225 9,291,820 (619,405) 9,754,055 9,219,120 (534,935)
KLAWOCK 1,499,611 1,578,400 78,789 1,506,757 1,562,766 56,009
KODIAK 13,391,816 13,632,947 241,131 13,742,286 13,821,844 79,558
KUSPUK 5,008,089 5,396,412 388,323 5,426,635 5,696,491 269,856
LAKE AND PENINSULA 6,764,787 6,654,750 (110,037) 6,789,934 6,737,545 (52,389)
LOWER KUSKOKWIM 36,346,582 39,050,483 2.703,901 38,315,241 40,816,447 2,501,206
LOWER YUKON 12,873,784 16,104 816 3,231,032 13,851,625 16,148,461 2,296,836
MAT-SU 56,461,364 53,511,051 (2,950,313) 56,163,766 53,642,785 (2,520,981)
NENANA 1,474 409 1,408,450 (65,958) 1,528,611 1,468,939 {59,672)
NOME 4,813,263 4,599,054 (214,209) 4,589,588 4,405,737 (183,851)
NORTH SLOPE 10,305,374 10,163,885 (141,489) 11,289,387 11,093,045 (196,342)
NORTHWEST ARCTIC 16,461,299 16,635,296 173,897 17,606,207 17,725,815 119,608
PELICAN 596,214 566,496 (29,718) 569,066 544,750 (24,316)
PETERSBURG 3,146,017 2,876,077 (169.940) 3,227,769 3,077,081 (150,688)
PRIBILOF 1,929,213 2,144,243 215,030 2,011,494 2,255,496 244,002
SITKA 6,845,632 6,511,014 (334,618) 6,666,245 6,394,171 (272,074)
SKAGWAY 712,196 663,296 (48,900) 761,123 717,065 (44,058)
SOUTHEAST 3,981,308 4,191,258 209,950 3,737,413 3,990,944 253,531
SOUTHWEST 6,313,927 6,924,105 610,176 6,758,688 7,427,248 668,560
ST. MARY'S 1,336,734 1,352,365 15,631 1,399,655 1,420,606 20,951
TANANA 1,083,964 1,085,119 1,155 1,178,033 1,159,968 (18,065)
UNALASKA 1,686,392 1,581,780 (114,612) 1,637,671 1,534,785 (102,886)
VALDEZ 3,411,802 3,196,617 (215,1B5) 3,419,496 3,234,333 (185,163)
WRANGELL 2,542,672 2,401,733 (140,939) 2,625,110 2,502,696 (122,414)
YAKUTAT 1,306,817 1,266,863 (39,954) 1,387,078 1,342,350 (44,728)
YUKON FLATS 5,664.489 6,029,263 364,774 5,515,969 5,848.343 332,374
YUKON/KOYUKUK 7,269,447 7,756,068 486,621 7.054,395 7,645,352 590,957
YUPIIT 3,951,742 4,600,544 648,802 4,266,823 4,849,287 582,464
STATE CCS 3,815,520 3,641,632 (173,887) 3,918,213 3,765,981 (152,232)
Mt. EDGECUMBE 1,676,280 1,599,886 (76,394) 1,650,660 1,586,528 (64,132)
TOTALS $612,982 368 $612,941,166 ($41,201) $623,812,540 $623,722,738 ($89,802)

Note: This spreadsheel represents the prorated allocation of foundation state aid if the federal Impact Aid funds are not considered

in the foundation formula program. The "Change in Revenue” column indicates the total change in revenus by district.
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Department of Education
Briefing Paper
PL81-874 Impact Aid: Disparity Requirement
January 30, 1996

Summary of Issue

Alaska’s total receipt of federal Impact Aid is in excess of 570,000,000 annually. The Alaska
Public School Foundation Formula reduces the amount of state aid and limits local aid which a
district can receive in accordance with a federally certified system of equalized support. The
recognition of federal aid in the foundation formula reduced the FY95 state general fund
requirement by over $43,000,000. The estimated FY96 reduction in general fund obligation as
result of recognition of Impact Aid received by districts is $35,000,000.

Statement of Why the Issue is Timely or Important

The Impact Aid Program was reauthorized by Congress in 1994. The new statutes require
calculation of current year disparity utilizing revenue data from two years prior. Because Alaska
uses an instructional unit as the method of determining districts’ foundation entitlements,
disparity is a measure of relative value of each adjusted unit, ignoring the top and bottom 5%.
In FY98 the maximum disparity allowed will be reduced from 25% to 20% and will rely on
FY96 data. The Department's preliminary disparity test calculation for FY96 is over the
maximum 20% allowed by federal law. Unless the federal statutorily required disparity test is
raet in FY98, it will take a general fund increment of about $35,000,000 to replace the eligible
Impact Aid recognized currently in the school foundation formula.

Alternative Ways of Addressing Issue

1. Seek Congressional relief from the FY98 disparity standard.

s Prorate the instructional unit value in FY98 by $2,850 under the existing statute due to
state’s failure to meet disparity test for FY96.
3. Devise method of increasing unit value of REAA districts to reduce disparity. The

method recommended by the State Board of Education Task Force on School Funding and
approved by the State Board is the proposed supplemental aid of $500 per instructional unit to
the REAAs for FY96 and the legislation proposed by Governor Knowles for subsequent fiscal
years that changes the foundation formula by: (a) raising the Impact Aid deduct from present
90% to 95% for REAAs and (b) ensuring the state meets federal disparity requirements in the
future by giving the Department of Education statutory authority to increase the amount of
supplementary aid to these same districts through the foundation formula, an important federal
criterion.




A | B | o D E | F G H 1 K
|_1_|ALASKA DEPARTIAENT OF EDUCATION
_2 |SCHOOL OPERATING FUMD REVENUES Impoct ald disparity test compulations bised on FYS5 Budgeted
| 3 |COMPILED FRCM FISCAL YEAR 1995 Budgels dats and on foundstion distributions and calculations.
| 4 | Includes single site appropriations, .
s |Preliminary Disparity Test FY35 - Excludes Supplemental $500 Unit Allocation to REAAs
| 6 | FY95 Actual |Adjusiments| Budgeled | Budgeted | SUB-TOTAL | Budgelad Budgeted | Budgated | Budgetec | SUB-TOTAL
i SCHOOL Foundation | Basedon State Other Stats STATE Cly/Borough | Eamings on | Other Local|  In-Kind LOCAL
B DISTRICT Paymenis budget Tuition Revenue REVENUE | Appropriations | Invesiments | Revenue | Services REVENUE
9
10 |NORTH SLOPE 10,003,231 0 0 40,000 10,043231 27,063,000 0 50,000 0 27,913,000
11 |VALDEZ 3,286,449 6.703 0 0 3,303,152 3,946,990 89,000 42,000 0 4,074,990
12 |[HOONAH 1,856,774 0 0 126,270 1,983,044 538,779 25,000 15,000 0 578,779
13 |UNALASKA 1,686,016 5,552 0 200,690 1,892,258 1,385,800 20,000 35,936 0 1,441,736
14 |HYDABURG 977,491 0 0 108,080 1,085,571 57,711 4,000 27,500 0 89,211
15 |WRANGELL 2,638,591 0 0 151,890 2,790,481 1,086,168 5,000 15,000 29,000 1,135,168
16 [SKAGWAY 656,726 0 0 119,560 816,288 488,574 6,000 0 0 434,574
17 [KAKE 1,285,536 0 0 136,640 1,422,176 80,000 20,000 8,585 150,000 258,585
18 [JUNEAU 22,481,943 0 110,000 0 22591943 12,776,000 0 83,032 0 12,859,032
19 [SITKA 6,923,549 0 40.000 447,130 7,410,679 3,766,524 0 22,000 0 3,788,524
20 |[KENAI 44,172,161 0 272,800 D 44,444961 20,601,573 0 75000 5,995,064 26,671,637
21 [PETERSBURG 3,196,745 0 1,818 199,470 3,398,033 1,429,406 15,000 4,000 ] 1,448,406
22 |HAINES 2,055,774 0 0 0 2,055,774 1,030,311 17,000 11,000 0 1,058,311
23 |[KETCHIKAN 9,624,799 0 40,000 28,500 9,693,299 6,347,993 14,000 10,154 280,000 6,652,147
24 |BRISTOL BAY 1,522,798 0 0 0 1,522,798 933,421 20,000 15,000 200,000 1,168,421
25 [NOME 4,724,803 0 13,645 264,740 5,003,188 1,117.906 30,000 117,290 0 1,265,196
26 [KLAWOCK 1,520,331 0 0 166,460 1,686,791 97,500 35,000 56,452 32,400 221,352
27 [FAIRBANKS 62,314,043 0 1248500 0 63563543 25,380,000 0 250,000 0 25,630.000
28 |ALEUTIANS EAS1 3,577,702 0 0 15,000 3,592,702 797,670 0 7.000 161,000 965,670
29 | DILLINGHAM 2,944,758 0 10,000 250,100 3,204,858 685,054 30,000 157,000 0 872,054
30 |[TANANA 1,130,861 0 9,368 122.000 1,262,229 0 10,000 1,000 98,000 109,000
31 [YAKUTAT 1,290.931 0 0 126,270 1,417,201 176,620 2,000 9,362 ] 187,982
32 |ANNETTE ISLANL 1,373,918 0 0 166,530 1,540,448 0
33 | ANCHORAGE 179,878,890 0 960,000 983,500 181,822,390 71773335 1,751,500 1.099,000 0  74,623835
34 |GALENA 1,386,517 0 0 156,160 1,542,677 25.000 20,000 3,000 77.925 125,825
35 |NENANA 1,497,731 0 0 164,090 1,661,821 58,514 5,000 5272 0 68,786
36 |CRAIG 2,275.901 0 0 151,880 2,427,791 296,273 20.000 2,395 40,618 359,286
37 |MAT-SU 55,397,110 0 7 0  55397,110 15462862 0 75,203 0 15,538,065
38 |KASHUNAMIUT 1,728,969 0 0 206,180 1,935,149 0
39 [PELICAN 544,061 0 0 56,730 600,791 53,179 3,000 10,500 0 66,679
40 [ST. MARY'S 1,212,187 0 0 119,560 1,331,747 0 5,000 0 17,753 22,753
41 |LAKE AND PENN.  6.741,477 0 0 0 6,741,477 50,000 135,000 20,000 0 905,000
42 |CORDOVA 2,561,326 0 0 217,160 2,798,466 699,529 10,341 8.500 0 718,370
43 |[KODIAK 12,300,474 0 46,787 876,582 13,226,843 3,200,000 0 36,400 452,500 3,688,900
44 | ADAK 0 0 0 0 0 0
45 |NW ARCTIC 16,268,410 0 0 0 16,260,410 846,708 275000 300,000 758,212 2,179,920
46 [BERING STRAIT 14,408,678 0 0 0 14,408,678 0
47 |CHATHAM 2,628,517 0 0 0 2,628,517 0
48 [YUKON FLATS 5,619,605 0 0 0 5,619,605 0
49 | AK GATEWAY 4,916,797 0 0 0 4,916,797 0
50 [YUPIT 3,769,090 0 0 0__ 3,769,090 0
51 |DELTA/GREELY 5,646,127 0 0 0 5,646,127 0
52 |SOUTHWEST 6,041,928 0 0 0 6,041,928 0
53 |IDITAROD 5,193,156 0 0 1] 5,193,156 0
54 | PRIBILOF 1,821,059 0 0 0 1,821,059 0
55 [YUKON/KOYUKUI 6,884,158 0 0 0 6,884,158 9
56 [LOWER YUKON 11,558,409 0 0 0 11,553.409 0
57 |[LOWER KUSKO. 32,863,714 0 0 0 32863714 0
58 | DENALI 3,046,313 0 0 0 3,046,313 346,011 12,000 0 0 358,011
59 |COPPER RIVER 5,223,578 0 0 0 5,223,578 0
60 [CHUGACH 1,577,779 0 0 0 1,577,779 0
61 [ALEUTIAN REGIC 563,747 0 0 0 563,747 0
62 |SOUTHEAST 4,194,007 0 0 0 4,194,007 0
63 [KUSPUK 4,759,302 0 0 D 4759302 0
64 [Mt. EDGECUMBE __ 1.727.520 0 1,727,520 0
| 65 |
| 66 |
67 | TOTALS $505,552.467  $12255 $27530918 $5604.,182 $603,922,822 $204,008.411 $2.569.841 $2578,581 $8.,292472 $217,539.305
68
69|
70
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ALASKA DEPARTMENT OF EDUCATION
SCHOOL OPERATING FUND REVENUES
COMPILED FROM FISCAL YEAR 1995 Budgets

B

| 2

24

LI

K REAA's aqusted | Excludes Supplemental $500 Unit Allocation to REAAs

| 6 | Budgeled Deduciible Budyeted SUB-TOTAL | Eudgeled | FY95 Budgelsd FYa5 Revenue

x| SCHOOL Other Federal Other Federal| FEDERAL Fund TOTAL Adjusted per Adjusted

| 8 | DISTRICT Revenue PLB1-874 Revenue REVENUE | Translers In| REVENUES Units Unit
9

(10 NORTH SLOPE 448,387 0 448,387 0 38,404,618 257.13 149,359
11 {VALDEZ 24,269 0 24,269 0 7,402,411 B83.81 83,324
12 |HOONAH 99,705 0 99,705 0 2,661,528 33.59 79236
13 JUNALASKA 7.100 0 7,100 0 3,341,094 43.17 77,394
14 |HYDABURG 2,603 0 2,603 8¢.272 1,266,657 16.44 77,047
15 |WRANGELL 1.775 0 1775 21500 3,948.924 52.01 75,926
16 |[SKAGWAY 0 0 0 0 1,310,860 17.30 75,772
17 |[KAKE 63,179 0 63,179 6,634 1,750,624 2324 75,328
18 |JUNEAU 5,588 0 5,588 50,000 35,506,563 471.89 75,243 High
19 |SITKA 96,865 0 96.865 0 11,296,068 150.53 75,042
20 |[KENAI 41,122 0 41,122 0 71,157,720 949.63 74,932
21 |PETERSBURG 13,125 0 13,125 0 4,859,564 65.20 74,533
22 |HAINES 9,815 0 9,815 0 3,123,900 42.01 74,361
23 |KETCHIKAN 3,419 0 3419 0 16,348,865 22042 74171
24 |BRISTOL BAY 208,893 0 208.893 81,860 2,981,972 40.28 74,031
25 INOME 31,997 0 31,997 67,000 6,367,381 86.03 74,013
26 |[KLAWOCK 38,766 0 38,766 8,500 1,055,409 26.53 73,706
27 |FAIRBANKS 4,279,980 125,000 4,404,980 100,000 93,698,523 1,313.15 71,354
28 |ALEUTIANS EAST 334,692 0 334,692 64,000 4,957,064 69.95 70,866
29 |DILLINGHAM 423,126 0 423,126 0 4.500.038 63.55 70,811
30 | TANANA 63,775 0 63,775 0 1,435,004 20.32 70,620
31 |[YAKUTAT 38,638 0 38.638 0 1,643,821 23.43 70,159
32 |ANNETTE ISLAND 60,000 1,263,722 160,000 1,423,722 0 3,024,170 43.24 69,939
33 |ANCHORAGE 6,336,237 265,000 6,601,237 0 263,047 462 3,818.38 68,881
34 |GALENA 135,368 0 135,368 0 1,803,970 26.22 68,801
35 INENANA 1,695 0 1,695 12,740 1,745,042 25.54 68,326
36 ICRAIG 23,296 0 23,296 20,000 2,830,373 4147 68,251
47 IMAT-SU 13,725 0 13,725 150,000 71,098,900 1,042.00 68,233
38 |KASHUNAMIUT 50.000 478,011 0 478,011 0 2,463,160 36.18 68,081
39 |PELICAN 0 0 0 0 667,470 9.84 67,832
40 |ST. MARY'S 85,830 0 85,830 0 1,440,330 21.57 66,775
41 |LAKE AND PENN. 270.323 0 270,323 0 7,916,800 119.43 66.288
42 [CORDOVA 24,734 0 24,734 35,000 3,576,590 54.19 66,001
43 |KODIAK 1,448,364 0 1,448,304 64,000 18,423,107 280.71 65,648
44 |ADAK 140,100 2,298,424 0 2,298,424 0 2,438,524 37.16 65,622
45 INW ARCTIC 1,193,884 0 1,193,884 415,168 20,057,382 306.43 65,455
46 |BERING STRAIT 1,070,100 4,467,162 0 4,467,162 225,000 20,170,840 309.44 65,185
47 |ICHATHAM 40,000 588,013 100,000 688,013 24,000 3,380,530 52.73 64,110
48 [YUKON FLATS 160,000 570,065 0 570,065 150,000 5,499,670 101.47 64,055
49 |AK GATEWAY 95,000 444,493 0 444,493 140,000 5,596,290 B7.89 63,674
50 |YUPIT 110,000 998,670 0 998,670 90,000 4,967,760 78.16 63,559
51 |DELTA/GREELY 100,000 893,073 75.000 966,073 75,000 6,789,200 107.20 63,332
52 |SOUTHWEST 235,000 957,582 0 967,582 0 7,244,510 114.91 63,045
53 |IDITAROD B86.300 527,424 0 527,424 80.000 5,886,880 9378 62,773
54 |PRIBILOF 56,000 337,731 0 337,731 0 2,214,790 35.39 62,582
55 | YUKON/KOYUKUK 105,000 979,352 0 979,352 80,000 B8.048.510 128.91 62,435
56 |LOWER YUKON 380,600 4,609,641 0 4,609,641 0 16,548,050 265.05 62,434
57 ILOWER KUSKO. 850,000 5,240,546 0 5,240,546 0 38,954,260 624.66 62,361 Low
56 |DENALI 37,307 0 37.307 0 3,441,631 55.31 62,224
58 |COPPER RIVER 93,000 126,732 0 126,732 7,500 5,450,810 87.71 62,146
60 |CHUGACH 15,000 177,191 8,000 185,191 0 1,777,870 28.77 61,799
61 |ALEUTIAN REGION 8,000 66,993 0 66,993 0 638,740 10.34 61,774
62 |SOUTHEAST 47,800 483,473 0 483473 10,669 4,735,949 76.68 61,763
B3 IKUSPUK 43,949 752,048 0 752,048 0 5,555,299 90.35 61,486
64 |MI. EDGECUMBE 0 0 1,727,520 28.32 61,000

.__G_g_

| 66 |

67 |ITOTALS $3,745249  $42,077,928 $733,000 $42,81092B $2,067.893 $670,086,197 12,309.54 HIGH 75243
65 5% LOW 62,361

61548 DIFF 12,882

DISPARITY 20.66%
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A ] B i ~ & B E 3 G | H 1 J K
1 |ALASKA DEPARTMENT OF EDUCATION
| 2 |SCHOOL OPERATING FUND REVENUES Impact ald disparity tes! comgutations based on FY85 Budgsted
| 3 [COMPILED FROM FISCAL YEAR 1295 Budgats data and on foundation distributions and calculations,
| 4 | Includes single site approprialions.
5 |Preliminary Disparity Test FY25 - Includes Supplemental $500 Unit Allocation to REAAs
| 6 | FY85 Aclual |Adjustments{ Budgeted | Budgeled | SUB-TOTAL | Budgsiad Budgsled | Budgsted | Budgeted | SUB-TOTAL
g SCHOOL Foundation | Based on Slale Otiher Stale STATE City/Borough | Eamings on | Other Local| In-Kind LOCAL
8 DISTRICT Payments budget Tuition Revenue REVENUE | Appropriations | Investmenis | Revenue | Services REVENUE
9
10 |[NORTH SLOPE 10,003,231 0 0 40,000 10,043,231 27,863,000 0 50,000 0 27,913,000
11 |VALDEZ 3.296,449 6,703 0 0 3,303,152 3,946,990 87,000 48,000 0 4,074,990
12 |HOONAH 1,856,774 0 0 126,270 1,983,044 538,779 25,000 15,000 0 578,779
13 UNAL._&SKA 1,686,016 5,552 0 200,690 1,892,258 1,385,800 20,000 35,936 0 1,441,736
14 |HYDABURG 977,491 0 0 108,080 1,085,571 57,711 4,000 27,500 0 89,211
15 (WRANGELL 2,638,591 0 0 151,890 2,780,481 1,086,168 5,000 15,000 28,000 1,135,168
| 16 |SKAGWAY 695,726 0 0 119,560 816,286 488,574 6,000 0 0 404,574
17 |KAKE 1,285,536 0 0 136,640 142,176 80,000 20,000 8,585 150,000 258,585
18 |JUNEAU 22,481,943 0 110,000 0 22,591,942 12,776,000 0 83,032 0 12,859,022
19 |SITKA 6,923,549 0 40,000 447,130 7,410,679 3,766,524 0 22,000 0 3,788,524
20 |KENAI 44,172,161 0 272,800 0 44,444 961 20,601,573 0 75,000 5,895,064 26,671,637
21 |PETERSBURG 3,186,745 0 1,818 189,470 3,398,033 1,429,406 15,000 4,000 0 1,448,406
22 |HAINES 2,055,774 0 0 0 2,055,774 1,030,311 17,000 11,000 0 1,058,311
23 |KETCHIKAN 9,624,799 0 40,000 28,500 9,693,299 6,347,993 14,000 10.154 280,000 6,652,147
24 |BRISTOL BAY 1,522,798 0 0 0 1,522,798 933 421 20,000 15,000 200,000 1,168,421
25 |[NOME 4,724,803 0 13,645 264,740 5,003,188 1,117,906 30,000 117,290 0 1,265,196
26 |KLAWOCK 1,520,331 D 0 166,460 1,686,791 97,500 35,000 56,452 32,400 221,352
27 |FAIRBANKS 62,314,043 0 1,249,500 0 63,563,543 25,380,000 0 250,000 0 25,630,000
28 |ALEUTIANS EAS1 3,577,702 0 0 15,000 3,592,702 787,670 0 7,000 161,000 965,670
29 | DILLINGHAM 2,944,758 0 10.000 250,100 3,204,858 685,054 30,000 157,000 0 872,054
J0 | TANANA 1,130,861 0 9,368 122,000 1,262,229 0 10,000 1,000 98,000 109,000
31 |ANNETTE ISLANC 1,373,918 0 0 188,150 1,562,068 0
32 |[YAXUTAT 1,290,931 0 0 126,270 1,417,201 176,620 2,000 9,362 0 187,982
33 |ANCHORAGE 179,878,890 0 960,000 983,500 181,822,390 71,773,335 1,751,500 1,099,000 0 74,623,835
34 |GALENA 1,386,517 0 0 156,160 1,542,677 25,000 20,000 3,000 77,925 125,925
35 |[KASHUNAMIUT 1,728,969 0 0 224,270 1,953,239 0
35 |[NENANA 1,497,731 0 0 164,090 1,661,821 58,514 5,000 5,272 0 68,786
37 |CRAIG 2,275,901 0 0 151,890 2,427,791 206,273 20,000 2,395 40,618 359,286
36 [IMAT-SU 55,397,110 0 0 0 55,397,110 15,462,862 o 75,203 0 15,538,065
39 [PELICAN 544,061 0 0 56,730 600,791 53,179 3,000 10,500 0 66,679
40 |ST. MARY'S 1,212,187 0 0 119,560 1,331,747 0 5,000 0 17,753 22,753
41 [LAKE AND PENN. 6,741,477 0 0 0 6,741,477 750,000 135,000 20,000 0 905,000
42 |ADAK 0 0 0 18,580 18,580 0
43 |CORDOVA 2,581,326 0 0 217,160 2,798,486 699,529 10,341 8,500 0 718,370
44 |BERING STRAIT 14,408,678 0 0 154,720 14,563,398 0
45 [KODIAK 12,300,474 0 46,787 879,582 13,226,843 3,200,000 0 36,400 452,500 3,688,900
46 |NW ARCTIC 16,268,410 0 0 0 16,268,410 846,708 275,000 300,000 758,212 2,179,920
47 |CHATHAM 2,628,517 0 0 26,365 2,654,882 0
48 |YUKON FLATS 5,619,605 0 0 50,735 5,670,340 0
49 | AK GATEWAY 4,916,797 0 0 43,945 4,960,742 0
50 [YUPNT 3,769.090 0 0 39,080 3,808,170 0
51 |DELTA/GREELY 5,646,127 0 0 53,600 5,699,727 0
52 |SOUTHWEST 6,041,928 0 0 57,455 6,099,383 0
53 |IDITAROD 5,193,156 0 0 46,890 5,240,046 0
54 |PRIBILOF 1,821,059 0 0 17.695 1,838,754 0
55 | YUKON/KOYUKUI 5,884,158 0 0 64 455 6,948,613 0
56 [LOWER YUKON 11,558,409 0 0 132,525 11,690,934 0
57 |LOWER KUSKO. 32,863,714 0 n 312330 33,176,044 0
58 |COPPER RIVER 5,223,578 0 0 43,855 5,267,433 0
59 |CHUGACH 1,577,779 0 0 14,285 1,592,164 0
60 |ALEUTIAN REGIC 563,747 0 0 5170 568,917 0
61 |SOUTHEAST 4,194,007 0 0 38,340 4,232,347 0
62 |DENALI 3,046,313 0 0 0 3,046,313 346,011 12,000 0 0 358,011
63 |[KUSPUK 4,759,302 0 0 45,175 4,804 477 0
64 |ML. EDGECUMBE 1,727,520 0 0 1,727,520 0
[ 65|
5_5
67 |[TOTALS $595,552,467 $12,255 $2,753918 §$6,809,192 $605,127,832 $204,098.411 $2,569.841 $2,578.581 §$8,292.472 $217,519.305
68
53]
70
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27196 FILE: DISPasg2 XIS

L | M | N 0 [ P g d R [ s [ T [ u
. |1 _|AILASKA DEPARTMENT OF EDUCATION
| 2 |SCHOOL OPERATING FUND REVENUES
| 3 |COMPILED FROM FISCAL YEAR 1995 Budgels
4
| 5 REAA's adusted  |Includes Supplemental $500 Unit Allocation to REAAs
| 6 | Budgsled Daductble Budgetad SUB-TOTAL | Budgeled | FY95 Budgeted FY95 Revenue
| 7 SCHOOL Other Federal Other Federal| FEDERAL Fund TOTAL Adjusted per Adjusted
| 8 | DISTRICT Revenua PLB1-874 Revenue REVENUE |Translers In|] REVENUES Unlts Unit
9
10 |NORTH SLOPE 448,387 0 448,387 0 38,404,618 257.13 149,359
11 |VALDEZ 24,269 0 24,268 0 7,402,411 B83.81 88,324
12 [HOONAH 99,705 0 99,705 0 2,661,528 33.59 79,236
13 JUNALASKA 7100 0 7,100 0 3,341,094 4317 77,394
14 |HYDABURG 2,603 0 2,603 89,272 1,266,657 16.44 77,047
15 |WRANGELL 1,775 0 1,775 21,500 3,948,924 52.01 75.926
16 |SKAGWAY 0 0 D 0 1,310,860 17.30 75,772 >
17 |[KAKE 63,179 0 63,179 6,684 1,750,624 23.24 75,328
18 |JUNEAU 5588 0 5,588 50,000 35,506,563 471.89 75,243 High
19 |SITKA 96,865 0 96,865 0 11,296,068 150.53 75,042
20 [KENAI 41,122 0 41,122 0 71,157,720 94953 74,932
21 |PETERSBURG 13,125 0 13,125 0 4,859,564 65.20 74,533
22 |HAINES 9,815 0 9,815 0 3,123,900 42.01 74,361
23 |KETCHIKAN 3,419 D 3,419 0 16,348,865 220.42 74171
24 |BRISTOL BAY 208,893 0 208,893 81,860 2,981,972 40,28 74,031
25 |INOME 31,997 0 31,9687 67,000 6,367,381 86.03 74,013
26 |KLAWOCK 38,766 0 38,766 B,500 1,955,409 26,53 73,706
27 |[FAIRBANKS 4,279,980 125,000 4,404,980 100,000 93,698,523 1.313.15 71,354
28 |ALEUTIANS EAST 334,692 4] 334,692 64,000 4,957,064 69.95 70,866
29 |DILLINGHAM 423,126 (1] 423,126 0 4,500,028 63.55 70,811
30 |TANANA 63,775 0 €£3,775 0 1,435,004 20.32 70,620
31 |ANNETTE ISLAND 60,000 1,263,722 160,000 1,423,722 0 3,045,790 43.24 70,439
32 |YAKUTAT 38,638 0 38,638 0 1,643.821 2343 70,159
33 | ANCHORAGE 6,336,237 265,000 6,601,237 0 263,047 462 3,818.88 68,881
J4 |GALENA 135,368 0 135,368 0 1,803,970 26.22 68,801
35 |KASHUNAMIUT 50,000 478,011 0 478,011 0 2,481,250 36.18 68,581
36 |NENANA 1,695 0 1,695 12,740 1,745,042 25.54 68,326
37 |CRAIG 23,296 0 23,296 20,000 2,830,373 41.47 68,251
C6 | M. T-5U 13,725 9] 13,725 150,000 71,098,900 1,042.00 68,233
39 [PELICAN 0 [4] 0 D 667,470 9.84 67,832
40 |ST. MARY'S 85,830 0 85,830 0 1,440,330 21.57 66,775
41 |LAKE AND PENN. 270,323 0 270.323 0 7,916,800 119.43 66,288
42 |ADAK 140,100 2,298,424 0 2,298,424 0 2457,104 37.16 66,122
43 |CORDOVA 24,734 0 24,734 35,000 3,576,590 54,19 66,001
44 |BERING STRAIT 1,070,100 4,467,162 D 4,467,162 225,000 20,325,660 309.44 65,685
45 |[KODIAK 1,448,364 0 1,448,364 64,000 18,428,107 280.71 65,648
46 |NW ARCTIC 1,193,884 0 1,193,884 415,168 20,057,382 306.43 65,455
47 |CHATHAM 40,000 588,013 100,000 688,013 24,000 3,406,895 52.73 64,610
48 |YUKON FLATS 160,000 570,065 0 570,065 150,000 6,550,405 101.47 64 555
49 |AK GATEWAY 95,000 444 492 0 444 493 140,000 5,640,235 87.89 64,174
50 |YUPIT 110,000 998,670 0 998,670 90,000 5,006,840 78.16 54,059
51 |DELTA/GREELY 100,000 893,073 75,000 968,073 75,000 6,842,800 107.20 653,832
52 |SOUTHWEST 235,000 967,582 C 967,582 0 7,301,965 114.91 63,545
53 {IDITARQD 86,300 527,424 0 527,424 £0,000 5,933,770 93.78 63,273
54 |PRIBILOF 56,000 337.731% 0 337,731 0 2,232 485 35,39 63,082
£5 | YUKONKQYUKUK 105,000 979,352 0 878,352 80,000 8,112,965 128.91 62.935
56 |LOWER YUKON 280,000 4,609,641 G 4,609,641 0 16,680,575 265,08 62,034
57 [LOWER KUSKO. 850,000 5,240,546 0 £.240,546 0 39,266,590 62466 62,861 Low
58 |COPPER RIVER 93.000 126,732 0 126,732 7,500 5,494 665 B7.71 62,646
58 |CHUGACH 15,000 177,191 £,000 185,191 0 1,792,355 28.77 62,295
60 [ALEUTIAN REGION 8,000 66,993 0 66,993 0 £43,910 10.34 62,274
61 |SOUTHEAST 47,800 483,473 0 483,473 10,669 4,774,289 76.68 62,263
62 |GENALI 37,307 0 37.307 0 3,441,631 55,31 62,224
63 |[KUSPUK 43,949 752,048 0 752,048 0 5,600,474 90.35 61,986
64 [MI. EDGECUMBE 0 0 1,727,520 28.32 61,000
65|
| 66
67 |TOTALS $3,745,249 $42.077.928 $733.000 $42810928 $2,067,893 $871,291,207 12,309.54 HIGH 75,243
1 5% LOW 62861
615.48 DIFF 12,382
DISPARITY 19.70%
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2/13/96 File: 97PROJ.XLS

DEPARTMENT OF EDUCATION
PUPIL TRANSPORTATION
FY97 PROJECTION
UPDATED 2/13/96
FY96 FYa7 FYa7

ESTIMATED ESTIMATED GOVERNOR'S
DISTRICT ENTITLEMENT ENTITLEMENT BUDGET DIFFERENCE
ADAK $0.00 $0.00 $0.00 $0.00
ALASKA GATEWAY 482,824.89 485,660.95 441,406.90 (44,254.05)
ALEUTIANS EAST 46,574.91 46,848.49 42,579.60 (4,268.89)
ANCHORAGE 9,538,628.55 9,594,657.31 8,720,379.80 (874,277.51)
ANNETTE ISLAND 12,069.72 12,140.62 11,034.35 (1,106.27)
BERING STRAITS 37,094.59 37,312.48 33,912.52 {3,399.96)
BRISTOL BAY 208,129.47 209,352.00 190,275.57 (19,076.42)
CHATHAM 7,542.27 7,586.57 6,89527 (691.30)
COFPER RIVER 548,300.85 551,521.50 501,266.15 (50,255.35)
CORDOVA 56,305.62 56,636.35 51,475.58 (5.160.78)
CRAIG 17,324.68 17.426.45 15,838.53 (1,587.92)
DELTA/GREELY 907,729.32 913,061.21 829,861.90 (83,199.31)
DENALI 285,967.01 287,646.75 261,436.01 t25.210‘7£]-
DILLINGHAM 311,176.31 313,004.13 284,482.79 (28,521.34)
FAIRBANKS 4,990,899.93 5,259,875.88 4,780,589.23 (479,286.65)
GALENA 36,622.42 36,837 54 33,480.86 (3,356.68)
HAINES 162,070.03 163,022.01 148,167.23 (14,854.77)
HOONAH 36,366.21 36,579.82 33,246.62 (3,333.20)
HYDABURG 3.917.45 3,940.46 3,581.40 (359.06)
IDITARQD 44,733.50 44,996.26 40,896.14 (4,100.12)
JUNEAU 1.492,586.39 1,501,353,66 1,364,548.39 (136,805.28)
KAKE 26,407.61 26,562.72 24,142.29 (2,420.43)
KASHUNAMIUT 2,922.63 2,939.80 2,671.92 (267.88)
KENAI PENINSULA 3,217,102.75 3,235,999.62 2,941,131.18 (294,868.45)
KETCHIKAN 839,004.09 843,932.30 767,032.11 (76,900.20)
KLAWOCK 7,219.58 7,261.99 6,600.27 (661.72)
KODIAK 625,609.42 629,284.17 571,942.95 (57,341.18)
KUSPUK 104,782.44 105,397.92 95,793.93 (9,603.99)
LAKE & PENINSULA 104,888.14 105,504.24 95,890.56 (9,613.68)
LOWER KUSKOKWIM 258,665.79 260,185.16 236,476.76 (23,708.41)
LOWER YUKON 24,23592 24,378.28 22,156.90 (2,221.38)
MAT-SU 5,686,803.40 5,692,439.00 5,173,736.64 (518,702.36)
NENANA 109,315.19 109,957.29 §9,937.84 (10,019.45)
NOME 206,943.18 208,158.74 189,191.04 (18,967.69)
NORTH SLOPE 352,675.51 354,747.09 322,422.08 (32,325.01)
PELICAN 1,624.10 1,633.64 1,484.78 (148.86)
PETERSBURG 120,252.70 120,959,05 109,837.11 (11,021.94)
SITKA 370,355.05 372,530.47 338,585.01 (33,945.46)
SKAGWAY 5,964.47 5,899.50 5,452.82 (546.68)
SOUTHEAST ISLAND 166,426.30 167,403,87 152,149.82 (15,254.06)
SOUTHWEST REGION 61,844 61 62,207.88 56,539.42 (5.668.46)
TANANA 19,706.26 19,822.02 18,015.81 (1,806.21)
UNALASKA 165,246.62 166,217.26 151,071.33 (15,145.93)
VALDEZ 291,668.53 293,381.75 266,648.43 (26,733.32)
WRANGELL 121,758.96 122,474.16 111,314,16 (11,160.00)
YAKUTAT 55,748.82 56,076.29 50,966.54 (5,109.74)
YUKON FLATS 63,905.86 64,281.23 58,423.84 (5,857.39)
YUKONKOYUKUK 104,247.93 104,860.27 95,305.27 (9,555.00)
GROWTH FACTOR® 500,000.00 500,000.00 454,439.36 (45,560.64)
TOTALS $32,842,190.00 $33,244,056.14 $30,214,815.00 ($3,029,241.14)

* GROWTH FACTOR IS AN ESTIMATED AMOUNT TQ COVER ADDITIONAL COSTS DUE
TO ENROLLMENT INCREASES, POPULATION SHIFTS AND NEW CONTRACTS.
FAIRBANKS PROJECTED COST INCLUDES ONE NONPUBLIC BUS,
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U FARTS 00 UTRR P ;_.:UL-ﬂu:) i|\‘3 L—d / TONY KNOWLES, GOVERNOR
DEPAR(MENT OF ADMINISTRATION

P.O. BOX 110208
l JUNEAU, ALASKA 99811-0208
; PHONE: 2277
DIVISION OF ADMINISTRATIVE SERVICES St ol sl

February 15, 1996

The Honorable Mark Hanley, Co-Chair
House Finance Committee

Alaska State Capitol

Juneau, Ak 99801

Dear Representative Hanley:
You have asked for additional information about the Office of Public Advocacy supplemental

request. You noted that our supplemental request added to FY 96 Authorized exceeds our FY 97
request by $20.0. I appreciate the opportunity to correct what I believe is a misunderstanding.

In fact the numbers are as follows:

FY 96 Authorized 7,239.6
FY 97 Govs Request 7,605.6

Variance 366.0
FY 96 Supplemental request 356.4

The misunderstanding may arise from the shortform. The pink sheets in front of the shortform
correct or add to certain information in the white pages. Read alone the white pages would lead

to your conclusion.
Our best projections at this time do indicate the need for the full $356.4 supplemental request.

As to your question about whether the Governor's budget will fully fund OPA for FY 97, we are
still carefully monitoring caseload trends, particularly in Anchorage and the MatSu. While we
are not ready to request an additional increase to the OPA budget for FY 97, OPA may need
additional funding if current trends continue.



Representative Mark Hanley -2~ February 15, 1996

Please let me know if you need any additional information.

cc:

Sincerely,

oy 7
\i‘/ﬁfww LA )

" Sharon Barton
Director

House Finance Committee members

Mark Boyer
Commissioner

Annalee McConnell
Director
Office of Management & Budget

Brant McGee
Director/Office of Public Advocacy




FEB 1S '96 ©5:97PM AK LEGAL SERVICES

LAw OFFISER OF

ALASKA LEGAL SERVICES CORPORATION
ANCHORAGE AND STATEWIDE OFFICE
1016 WEST SIXTH AVENUE, SUITE 200
ANCHORAGE, ALASKA A9S01+1R80
TELEP~ONE (RDT) 27,0202

Cax (907)AT9-T41T

February 15, 1996

Honorable Mark Hanley Mail & Telefax
House of Representatives

State Capito

Juneau, AK 99801-1182

Re: Alaska Legal Services Corporation - Supplemental Appropriations HB 468
Dear Representative Hanley:

The presentation to the committee and apparently the back-up provided to the committee
regarding the appropriation at Section 3(f) & (g) of the Supplemental were misleading,

The only issue in this bill is the willingness of both parties to agree to a reduced sum of
money that will climinate ongoing litigation. The liability to pay the fees and costs is not in
question and the settlement of the fee dispute will have no bearing on other matters raised
in any of the cases, The idea of the appropriation is to reduce the State’s potential liability
for fees and costs from about $306,000 to $200,000. The bargain from Alaska Legal
Services Corporation's point of view, is that the work of representing other poor clients in
other cases, can continue more quickly if the fee issues in Sorenson, Quinhagak, and Decker
are bundled in a one time resolution, Also, if the federal government shares liability with
the state for a portion of the fees in Quinhagak, the apportionment would be totally
unaffected by this agreement,

é ‘%?6 %g:éble to attend your hearing, if you have additional questions please call me at (907)

Very truly yours,
ALASKA LEGAL SERVICES CORPORATION

AP crisiig

Robert K. Hickerson
Executive Director

/rkh



ATTACHMENT #3

NATIONAL AVERAGE
FACULTY SALARY FOR PUBLIC TO YEAR COLLEGES
1994-1995*
NATIONAL AVG NATIONAL AVG
SALARY COMPENSATION
AAUP Category i $41,230 $52,820
(Two Year w/rank)
UA - ACCFT UA AVERAGE NATIONAL DF UA NATIONAL DF
SALARY AVG. SAL AVG. COMP AVG. COMP

Anchorage (116) $50,139 $41,230 122% $65,080 $52,820 123%
Kenai (26) $50,288 $41,230 122% $65,274 $52,820 124%
Homer (3) $42,703 $41,230 104% $55,428 $52,820 105%
Kodiak (8) $55,977 $41,230 136% $72,658 $52,820 138%
Mat-Su (13) $51,405 $41,230 125% $66,724 $52,820 126%
PWSCC (8) $55,878 $41,230 136% $72,530 $52,820 137%
Bristol Bay (3) $45,416 $41,230 110% $58,950 $52,820 112%
Chukchi (3) $55,103 $41,230 134% 571,524 $52,820 135%
Kuskokwim (16) $54,202 $41,230 131% $70,354 $52,820 133%
Northwest (7) $53,835 $41,230 131% $69,878 $52,820 132%
Tanana Valley (18) $44,575 $41,230 108% $57,858 $52,820 110%
Juneau (7) $43,831 $41,230 106% $56,893 $52,820 108%
Ketchikan (5) $48,009 $41,230 116% $62,316 $52,820 118%
Fairbanks (1) $41,336 $41,230 100% $53,654 $52,820 102%
Interior/Aleution (1) $35,771 $41,230 87% $46,431 $52,820 88%
Military (1) .~ $28,285 $41,230 69% $36,714 $52,820 70%
TOTAL - ACCFT (242) $49,661 $41,230 120% $64,460 $52,820 122%

Page 1




ATTACHMENT #1
\

WILLIAM L. COR3ZTT, ARSITRATOR

IN THE MATTER OF THE ARBITRATION
3ETWEEN:

ALASKA COMMUNITY COLLEGES’
FEDERATION OF TEACHERS,

LOCAL 2404,
DECISION AND AWARD

THE UNION,

AND
UNIVERSITY OF ALASKA,

vn—nvuuuuum—ruu“ﬁ——v‘——v

THE UNIVERSITY/EMPLOYER.

Appearances:
For the Union:

William K. Jermain

Jermain, Dunnacan & Owens, P.C.
3000 A Street, Suite 300
Anchorace, AX 99503

For the Employer:

Thomas P. Owens Jr.
Owens & Turner, P.C.
1500 W. 33x2 Avenue, %200

Anchorage, AK 99503

The arbitration hearing in this matter was held during a

portion of the week of January 9-14, 1995, in Anchorage, Alaska.

The parties stipulated to the jurisdiction of the arbitrator,

prasented evidence, argument, and agreed to file post-hearing

briefs. Timely briefs were raceived from both parties.

1=




I. Issue and Background

A. The Issue

The partias stipulated to the Lssue:
Did the adoption by the Board of Ragents of
Policias/Regulacicns regarding program assessment,

financial =2xigency, ccmpensation and governance viola
the collective bargaining agrsement and, if so, what

-

the appropriLatce ramedy?

L — |
15

B. Background
The University of Alaska i1s governed by a Board of Regents

and administered by a prasicdent. In the 1970s the University of

Alaska system consisted of three major campuses at Fairbanks,

Anchorage and Juneau, as well as the community college systam.

Since the early 1970s, the Alaska Community Colleges’ Federation

of Teachers, Local 2404 ("the Union") nas represenced faculty at

the community colleges.

In 1987, the Board of Regents was faced with a financial
crisis and reorganized the University system. Of significance to
the current dispute was the Regent’s merger of twelve (12) of the
thirteen (13) community colleges into the University systam. The
cne exception was the Prince William Sound Community College
located at Valdez, where there were seven bargaining unit
members. The Board continued to recognize the Union as the
bargaining rspresentativs of the seven Valdez employees, but
after the reorganization, the Board considered the remainder of
the community college faculty to be merged into the non-

reprasented University faculcy. The result of the reorganization

was that the bargaining unit was raduced from three hundred (300)




to seven (7) employeses.

The Union filed a serias of grievances alzer Che

The arbicracions of these griavances were

b

sorganization.

conductad by Arbitrator Tim 2oranstein and ars reiferrad to as

Bornstein I, II and III.

In Bornstain I, the Uniocn challenged the right of the Board

to merge or eliminate the ctwelve (12) community collage campuses,
arguing that this change of colicy conflicted with the collective

bargaining agreement., In the cold agreement, a provision existed

similar to the one contained in the current agreement, Article
12, precluding policy changes which conflict with the agresement.

In Bornstein I, Arbitrator Borastein ruled that the Board
could change policy whnich resultad in the elimination of twelve
(12) community colleges because the Union had agreed to a

provision in the contract authorizing the Board to delets any

community college campus.

In Bornstain II, the arbitcrator ruled that the Board had

violated the agreement by withdrawing recognition of the three

hundred (300) community college faculty, and ordered the

University to again bargain with the Union. Bormstein identified

the bargaining group as a "teaching unit."

Bornstein III dealt with remedies resulting from the

decision in Bornstein II.
Considerable time elapsed between these Bornstein decisions

and it was not until May 8, 1992, that a new collective

bargaining agreement was raached between the University and the




decausa no successor agrsement has been negotiaced, chat

Udnion.

contract ramains in a2tiacc.

In 199¢, the 3card perceived another financial crisis. The

iT

=¥

rh

or evaluacicn from the ra2pert o

y

3oard adopcad a process

University task Zorce. The process was incorporatad into new

fu
3

doard policiss é regulations). In the current disputs, the

ges those new Board policies and ragulations which

(3)

Union challan

affact: (1) procram assessment, (2) financial exigency,
campus governance, and (4) ccmpensation.

ITI. Discussion

A. Program Assessment and Financial Exigency---The

Challenged Policies and/or Regulations--Changes
Relating to Chapter IV of the Board’s Policies and
Requlations Referenced therein Are Permitted Under the

Collective Agreement.
The Board’s new policies affecting program assessment anc

financial exigency involve a portion of the collective agreement

that incorporates spvecific Board policies.
The relevant portions of the collective agreement are

Articles 6.1 and 6.5. The first, Article 6.1, titled "Faculty

Member Appointment, Review, Promotion, Tenure and Sabbatical

Leave, " states:

The parties agree that the terms of Chapter IV of the
Board of Regents policy entitled "Faculty Appointment,
Reviaw, Promotion, Tenure, and Sabbatical Leave" and
all Regents policies and University ragulations
rafaranced there in as contained in the policies of the
Board of Regents dated July 1, 1989, as amended to the
dat2 of this Agreement, snall apply to the Faculcty
Members. Additionally, the policies and regulations of
the respective campuses implementing Chapter IV as
approved by the Board of Regents as of the date of this
Agresment shall apply to the Faculty Members based on
the Faculcy Member'’s corresponding campus assignmenc.

4




Noctwithstanding the Zoregoing, che appeal processes
orovided for in such procecurss shall noc apoly to
Faculty Members, but instsad, the provisicns of Arcticle
4 of the Agrsement shall control.

The second provision, Article 6.5, ticlad “Nonrstention and

Tarmination,”" is identical to Articla §.1. The parcias simply
_ DLy

twice agreed to adopt Chapcar IV of the Board’s policiss and all

refersnced policies and ragulacions. $

The resason for repeating the paragrapn was to make clear

that Chapter IV governs both Faculty Member appointment, review,

promotion, tenuxe and sabbatical leave and Faculty Member
nonretantion and termination. 3oth of these issues are afiected
by program assessment and by a declaration of financial exigency.

The relevant portions of Chapter IV which covern program
anc thereby incorpcratas into the

collective agcreement, ragulaticn 10.02.07. The relevant portion

of Chapter IV which addresses financial exigency references, and
thersby incorporates into the collective agraement, colicy

04.06.09 and relevant regulations.

Chapter IV of the Board’s policies, as it existed on the
date the collective agreement was executed, May 8, 1992,
contained a provision that specifically allowed the Board to

amend the policies at its sole discrecion:

Construction. These Policies shall constitute rules of
the Board of Regents for the governance of the
university system and the institutions thersin,
requlacing the mattars contained herein as authorized
by law. Nothing concained in these Policiss shall be
construed to restrict the oower of the Board of Recencs
to veriodicallv ter, amend, revis regeal th
orovisions hereof in whole or in oart from cime to

cime. (emphasis added).




The University argues that by agrseing to iaclude a

provisicn that auricrizas the Board to periodically altexr, amend,

r IV in wnhole or in part from time to

(b

ravise or rapeal Chapc
time, th2 University and che Union agrzed that the Board could

maks changes in Chaptsr IV. The University acknowladges chac,

pursuant to Article 12.1(3) of the collective agreement, any

changes in 3ocard policy may not "conflict" with the collective

agrsement.
Articls 12.1(3) provides:
The Univarsity shall make no change of policy,
requlation or rules conflicting with matters in this
Agreemeat cduring the veriod that this Agra2ement is in
force, except through agreement with the Union.
Thus, the University argues that the Board may chance
Article IV but that such changes may not "conflict" with the
specific provisions of the collective agreement. Absent a

specific conilict with contract language, the Board may change

Article IV of its policiss and the changes are, pursuant £o

Articles 6.1 and 6.5 of the collective agreement, read into the

collective agrsement.

The University argues that the purpvose of the Article
12.1(8) language providing that the University may not make any
"change of policy, regulation, or rule conflicting with matters

in this Agreement . . ." meant only that whers thers was specifi

contract language, the Board could not change its policies,
regulations or rules in a manner that conflicted with thac

contract language. It cited as an example of such a potantial

conflict, the provision in Articlas 6.1 and 5.5 of the collective

-
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agraement that states that che collaczively bargained "appeal

procedura" of Article 4 of cha cocntract shall apgply rather than

the "arpeal prccedure" of Chapcsr IV of the 3oard’s policy. The

University acknowledges that the 3caxd could not change its

regulations or rules in any manner that would conflict
with this specific contract mandate.

The Union'’s intarprataction of Arzicles 6.1, 6.5 and 12.1(B)
of the collective agrzement substantially differ from that of tha
The Union argued that Articles 6.1 and 6.5 were
incorporata Chapcer IV of the Board’s policies as it
existaed on the data the colliective agresement was entered, and,

while consistant with that languace, the Board ther=zaftar could

make changes in Chaptar IV policies only as long as such changes
did not conflict with the existing lancuage. Thus, the
radrafting of Board policiess and regulations could occux, and
clarifications could be made, btut the new language in the

pclicies/requlacions could not cenflict with the prior language,

It is cdetermined that the University’s interpretation is

correact.

Frequently, public sector collective bargaining agreements

incorporate state or federal law, including policies and

regulations of administrative agencies. This is done because the

collective agreement must conform with statsz or federal law, or
because the parties desirs to incorporate extarnal law as part of

their collective agreement. When parties incorporate external

law as part of their agrzement, absent clear intent to the



the Incorporacta2d law should be construed in the same

contrary,

manner as in the absence of the contrac:. This assures that the

excarnal law, whnether incorvorated in a concract or not, is given

a consistant conscruccion.

In the instant case, it is undisputad that Chapter IV of the

Scard’s policies allowed the Board to amend the policies at its

sols discretion. When the parties incorporated Chapter IV iato

their collective agreement, the incorporation did not change that

6.1 and 6.5 of the parties’

construction. Thus, Articl=as

collective agrsement, which incorporates Chapter IV of the

Board’'s policies, ars to be read to authorize the Board to amend

its policias at its sole discretion. The intent of the parties

was that whenever the Board changes Chapter IV, the collective
agreement will automatically conform to those changes and be rsad
consistent with those changes.

The parties, in Article 12(3) of their agreement, provided
that the University may not make any change in policy, regulaticn
or rule "conflicting with matters in this Agreement . . . ."
When generally applied to the parties’ collective agreement, the

intent of this provision was to assure that the University could
not, by policy, regulation or rule, unilaterally withdraw or
nullify any rights accorded to unit members by the collective
agrzement. However, when the provision is applied to Articles

6.1 and 6.5, a slightly different interpretation is required

because those two articles specifically provide that the Regents

may change the policies contained in Chapter IV. The only




limitacion on such a change is chat the change may not conilict

with specific provisions ccntained in the collactive agresement.
An example is the contract provision that states the method of

to -he contract grievance procedurs

"appeal" is to be pursuantc

rather than the appeal procedurs established by Chapcar IV.
Even if the collective agrzement did not allow the

Universitv to change Chapter IV of its policies, it is determined

that the new policy on Program Assessment dces not conflict with

the old. Alternatively, it is determined that the new policy on

Financial Exigency does conflict, in part, with the former
policy. These two issues will be discussed separatzly.

p A Program Assessment

Sven assuming that the above construction is incorrect, it

is dectermined that the Board action rsgarding Program Assessment

did not confli 't with prior Board action.

As noted above, Articls 6.5 of the collective agreement

deals with faculty "Nonretention and Tarmination." That article

adopts in whole (with the exception for grievances) Chapter IV of

the Board’s policies "and all Regent policies and University

requlations referenced therein." Section 04.04.04(C) (S) of

Chapter IV references Regulation 10.02.07, which is incorporated

into Axticle 6.5 of the parties’ collective agreement.
on June 3, 1994, the Board adopted Policy 10.02.07. It is

undisputad that the Policy is to take prececdence over Regulation

10.02.07, and constitutes an alternative to the program raview

process set forth in the Regulation. The issue is whether,




la 12.1(b) of the collactive agreement, the

oursuant to Ar:iic
Policy "conflicrcs" with the Regulacicn.-

Whil2 the words "conilict" and "conflicting" nave, depending

ont theiz usage, many definitions, refersn

Mew Internmatilonal Dictionarv, Ballsntine’s Law Dictionary and

LIEW alleS e

Black’s Law Dicticnary raveals as symonymous "incompatible" or

"irreconcilable." Using these terms, the issue is whether the

Policy is incompatible or izxreconcilabla with the Regulation.

The Union argued that the Policy and the Regulation
The University acknowledged that while the Policy

was more cdetailed than the Regulation it argued thers was no

conflict zetween the two. The University asserted that the only

way a ccnflict could appear is if the Policy authorized something

prohibited by the Regqulation, or if the Policy prohibited

It claims that the

Policy does neither.
The Union argued that the documents conflict because: (1)

The purpose of the original regulation was for "budgeting and

planning" whereas the purpose of the new policy is to achieve

"sustainable spending reductions"; (2) The original regulation

provided for review campus by campus, whereas the new policy

includes systemwide review; (3) The process or review was

' As noted, Article 12.1(8) of the collective agreement
provides thac "the University shall maks no change of policy,
regulation or rule conflicting with matters in this Agreament."
The collective agreement incorporated the regulation. Any change
in Board policy or regulation that conflicts with that ragulacion
is prohibited by Article 12.1(B) of the collective agraement.
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ragulacion,

iniciated by the Chancellors under the original

whersas the new policy cliaces that authcrity in the President;

(4) The stages of raviaw, racher chan mandaca2d by each

Chancellor, ars now direczad ia cthe policy; (5) The critaria used

in a revisw ara differanc in the policy than those in the

regulation; (6) apart Zzom orocedural changes, the substantive

change is that the new policy will affect people differsntly than

the regulation. Whils everything the Union allages is to some

extent true, it is detarmined that the policy does not authorize
something oronibited by the rsgulation, nor does the policy

orohibit something authorized by the regulation. Indeed,

evarything permitted by the policy may be accomplished under

ragulacion. The two ares not incompatible or irreconcilable.

It is true that the purpose of the ragulacion was for
"sudgeting and planning," but included within the concept of

"budgeting and planning" is the necessity, as stated in the

regulacion of "bring(ing] cthe University's programs into balance
with its resources and enabl(ing] it to continue to meet its

responsibilities to the people of the Alaska. . . ." The policy

ere”y recognizes that "(t]he demands on the University of Alaska
: have grown steadily during the last few years, while income

has not kept pace. " Because of this budgetary imbalance
there is a need to "identify sustainable spending reductions.”
Given the current budgetary imbalance, achieving spending
reductions is nothing more than "budgeting and planning" in the

context of the current economic climate.

11




than the Chancellors, arnd thac

the reviaw process now svecifically :includes a systemwide

changes Co aot authorize scmeching prchibited by
The regulation placed the rasponsibility

program revisw with cthe 3card of Regents. The policy contcinues
- =1 B Y

to place this responsibility wich the Board. Under the

regqulation the Board delsgatad the initial action to the

Chancellors and directed the Chancellors to report their findings

and recommendations to the Board, and the Board could have used

those findings and conclusions as the basis for a systemwide

raview. Indeed, the sugcested elements from the ragulation that

guice tihe raviaw process raquira the Chancellors to address the
program review "to the mission, needs and purpose of the
university and the unitc," "the statewide system," "the neesds of

the state and/or nation,™ and "comparable programs." Clearly,

the Regents could use the Chancellors’ resports to assess the

entire systam. The policy merely racognizes this fact and states
a procedural process for doing so. The fact thact the policy

specifically draws upon the President to airect the process
rather than the individual Chancellors is due to the increased:
awaraness that "budgeting and planning" by the Regents must
include systemwide review. Nothing in the regulation prohibits
the Regents from engaging in such a review,

The Union correctly states that the stages oi the reviaw

process are directad in the policy, and not, as under ths

12




4

la2Zt to the Chancellors, and that the golicy dirsces

regulaticen,

cdifferant reviaw criteria shan cthat specified in zhe ragulation.

However, these changes do not auchorize sometiaing prchibizad by

i scmeching authcrized ctyv the

The regulation states that "(e]ach chancallor snhall be

responsible Zor setting an academic program reviaw process in

place at nis/her campus or unit." The policy specifically states

that "[2)acn MAU is expectad ts adopt a review process that is

aporecpriate . . . .," Thus, the review process uncer both the

ragulacion and the policy is to be tailored on need. The only

thing that the policy does that the requlation dces not is to

provide that there are four staces in the review process:

Praparation, MAU Raview anc Recommendation, Systamwide Review and

Recommendation, and Board of Regencs’ Action. Nothing in these

sta2ps authorize something pronibited by the resgqulacion or

prohibit something authorized by the regulation.

The preparation step is just that, preparation. The

identification of programs, issues, and common data elements to

pe cocnsidered in the review. There is nothing in this step that

is incompatible or irreconcilable with the regulation. The

second step is the MAU revisw. The only diracticn regarding

process at this step is that it should be "aporopriate" and

the constituents o the MAU.

rn

consicer the racommendations o

There is nothing incompatibla or irreccncilable with the

regulation.




The next step reguirss Sysczmwice Reviaw and Recommendation,

As noted abcve, the regulations auchorizae the Ragencs tc considex

systemwide review as an elament of "budgeting and planning." A

step in the raview process that speaks to this activicy is

ccnsistant with systemwide budgeting and planning.

s

inal sctep is "3card of Regents'’ Action." Clsarly,

m
I
|

Th

nothing required by this stap that is aot raquirsd by

w

thera i

the regulations. In total, the four step process from the policy

is not incompatible or irraconcilable with the resgulation,
There is no conflict between the regulation and the policy

regarding the elsments for evaluating academic programs. The

ragulation "suggests" certain elements that should be employed in

the review process. Each of these suggestad elzments have been

incorperated in tha policy.? Thus, it can not be argued that

the policy does not address the criteria from the regulation.
Also the policy does not limit the consideration of other
ralavant criteria, because the policy notes that its criteria do
"not include all considerations which may be apolicable to
individual programs."” Therafore, the policy neither under

represents the suggested criteria from the regulation, nor does

? Suggested Element A from the regulation is incorporated
into Elements 1(a), 1(b), 3(b) and 3(£) of the policy. Suggested
Element B of the regulation is incorporated inco Elements 1(d),
3(a), 3(e), 3(f), and 4(a) of the policy. Suggested Element C of
the regulation is incorporated into Elsments 1(c), 2(c), 2(d),
3(b), 3(c) and 4(b) of the policy. Suggested Elameat D of the
ragulation is incorporatad into Element 1l(e) of the policy.
Suggested Element £ of the regulation is incorporated into
Elements 1(b), 2(d), 3(d) and 4(c) of the policy. Suggested
Element F of the regulation is incorporatad into Zlements 1(e)

and 3(b) of the policy.
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and applv asprooriasca crizaria ncc specifically found in the
golicy.

at apart from the procedural

'n

inally, the Uniocn arzued

ences in the regulacion and the policy, substantial

iy

N

difZfa

m

substantive diffarences will rasult from the policy as compared

to the ragulation. Whils thers may ce subscantive outcome

differsnces under the colicy comparsd with how the regulation was

ously adminiscarad, the rsgulaticn contained encugh

1=

rav

D

'‘a

tered to address sustained

-

saxibility thac if£ it were acminis

the outcome under the regulation could bhe

rr

budgetary shortialls,
identical or substantizlly similar to that under the policy.
Anything that may be accomplished under the regulation, may be

accomplished under the policy, and vice versa. There is no

conflice.
25 Financial Exigency
The Board revised its financial exigency policy which is

incorporatad in the collective agrsement under Articles 5.1 and

§.5. As discussed akove, contract Articles 6.l1.and 6.5

incorporate Chapter IV, and Policy 04.04.04(C) (7) incorporates

Policy 04.09, the financial exigency policy. The other

provisions of the cnllective agreement that are relevant to the
revision of policies and regulations on financial exigency are:

(1) Arzicle 12.1(B)--the University shall make no change in

policy or regulation that conflicts with the collective

agreement; (2) Article 6.2(C)--emplovees terminated in the event

13




of Einancial exigency shall retain but no accrue seniority Zor

Eirs thr2e yesars following the tarminacicn; and (3) Arciclsa

(D) --that an employee tarminacad based on financial sxigency

gy
49 ]

]
-
X8R

lose saniority and all reemployment rights after

The changes begin with section 04.09.06." This section,

which was incorporated in to the collsctive agreement thxrouch

Chaptear IV, was rawrittaen to add a section 2mphasizing thac the

policy was contrzolling in the case of financial exigency, and to

eliminate the resquirement that the General Assembly be consulted

45 days prior to declaring a financial exigency.' Other changes

include substituting the Board as the entity that detsrmines

financial exigency rather than the president;® recognition that

financial exigency may exist in a major administrative unit or an

academic or other unit of a major administrative unit;® revising

! The Union cited the following changes: (1) who declarzd a
financial exigency; (2) who was consulted in declaring a
financial exigency; (3) what findings were necessary to declare a
financial exigency; (4) the timing of such declaration; (5) the
order of termination of positions; and (6) the grievance rights

of terminated faculrty.

' The new policy contains no notice to governing bodiss.

* Whether the Board or the pressident declares financial
exigency is not significant. It is very, very unlikely that a
president would declara financial exigency without the backing of

the Board.

§ While the new policy provided that in addition to the
"University," financial exigency may exist within a "unit" of
University, this change is not inconsistent with the prior
policy. A determination that financial exigency exits within the
University, does not necessarily result in the conclusion tha:
any reduction must be systemwide. Even under the former pclicy a
rsduction may "impact" one unit more severely than others. The

the
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tre action that may ke taxan alZzar a declaration =
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exigency;’ medificacion rzgarding tihe “declaratis

axigency;’ rewriting order r tarmination nased on financial

exigencv;’ and revising wnen and how the prasident may depart

Erom the ordser for tarminaciont?,

new policy mera2ly give rscognition zo the conclusion.

" In addition to the raduction or eliminacion of services,
orograms or vositions in a Zinancial exigency, the new policy
provides for modification, raduction or closurz of major
adminiscracive units, academic or administracive units of major
adminiscrative units, and the r=cognition that such
modifications, reduction and closures by require the unilateral
raduction of =mployee salaries and modification of the terms of

employvee appointments. These changes certainly go beyond that

praviously provided.

' Of poctential concern is the eliminacion of the word
"approoriata" from 04.09.06(4), The prior policy racuired that
prior to a racduction in services, programs and positions a
"declaration" shall make a finding that "approoriate efforts’
have besn made to reduce costs without any such raductions.
rew policy requires a declaration that "shall describe the
efforts" taken to reduce costs. While the word "appropriate" is
not included in the new policy, it is reascnabls that the new
policy language "descriprtion of efforts taken" implicitly speaks

to "appropriate" efforts.

The

 The prior policy specifically included "persons employed
less than 50% of full cime" with in the first group facing
ealimination, the new policy does not specifically address this
group of employees. The new policy groups together "term
apoointments" and "continuing appointments," groups that were
treated separately and consecutively under the old policy. The:
last group facing eliminaticn under the old policy was "full-time
employees who have tenure," whereas, under the new policy the
last group is "tenured faculty." Additionally, under the old
policy the elimination of positions and the order in which
employees would be terminaced was not limited to "affectad

units."

' In the bargained policy, the order of priorities could
be changed for "good cause," ancd that term was specifically
defined. The new policy makas drafring changes reacarding the
right to depart from the orioricy order, but they do not conflict

i
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ainlv conzflicc with the prior

Some of these changes csrc

policy. However, except for changes involwving the grisvance

rigacs of terminated faculcy, including the rights of faculcty

csrminacsd because of financial exicency o ratain but not accrue

seniority, the changes do not conflict with specific provisions

of the collective agresement. With ragard to grievance rights,

the specific provisions of the collsctive agrzement pravail over

the Regents’ pclicy.

The Universityv also ravised the regulacions implementing

Policy 04.09. The Union argued that a conflict existed between

the new and old regulations because the new regulation eliminatad

that portion titled "Detzarmination of Financial Exigency." While

the new ragulation eliminates the three part test, the tast is

not critical. The first part of the test merely states that

"financial exigency may resulc from many different causes" and

lists examples. The elimination of this laiaguage is not

significant. The second ‘test provides that "financial exigency

may originate anywhere within the University," and that it

"affects the entire University." The recognition that financial

exigency may originate anywhere within the University, merely

states the obvious. The statement that financial exigency

affects the entire University, may be properly construed as the
recognition that exigency has an impact on the entire university.

Not that financial exigency must be dealt with solely from the

e
l1.1C

prospective of the university system, as opposed to a spec

with the prior policv.
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t providaes that

m

unit within the system. Finally, tlhe tas

inancial exigency will be declarad anly aZtar a detarmination

m
ll-l

that taking prudent management sta2ps will not e sufficisnt to

assurs that services and procrams may be continued i1 a sound and

raspensiols manner within the budget. This scep requiras nothing

that is not raquired in the Zolicy.

The Union also argued that the University made changes in
that portion of the ragulation providing for re-employment.

Specifically it argued that the University eliminated those

provision relating to "seniority for purpose of recrenchment and

prior service credit."

The raqulation does delet= the clause which provides that an

emploves rshired in the first three years after a declaraticn of

financial exigency retains seniority. The new regulation does

not say that a rehirsd employes does not retain seniority: it is

silent on the matter. There is no conflict. Clzarly, the

collective bargaining provision prevails on this issue. The

collective agreement explicitly states that an emplcyee who is
terminated because of financial exigency will retain but not

accrue seniority for the first thrze years following such

termination,'* and will lose senicority and all re-employment

rights after three vears.*?

Alternatively, the Union appears to corrasctly state that the

*  Arcicle 6.2(C){3):

2 arcicle 6.2(D) (4)

I—l
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new ragulation eliminacaed the "Prior Service Credit."

Regarding any allaged changes in the griavance procedurs.
Article 4 of the collactive agraement sets out the procedurs for
grievances. The Article, nowever, applies only co:

any disputs or controversy betweer
the Union or between the University
Member with raspect to matta2rs arising out of the

applicaticn or interxpretation of this Agra2emenc. No
other mattars ara subject to the griavance procedura,

A grievance such as is contemplatad by Policy 04.09.08 or
04.09.09, challenging either a financial exigency declaration or
a position elimination resulting from a financial exigency

declaratcion, would not arise out of the application or

interprstation of the collective agreement because the agresement
does not addrasss the declaration of a financial exigency or a

vosition elimination follcowing such a declaracion. Such a
grievance would be subject o the policy grievance procedurss.
On the other hand a grievance concerning a dispute about the

right to retain seniority would clearly follow the grievance

orocedure, because this is a matter addressed in the collective

agraement.
In total, while it is determined that sone of the policy

changes conflict with the prior policy, as noted above pursuant

to Chapter IV or the Board’s Policies, the Board could amend its
policies to the extent that the new policies do not conflict with

other specific contract provisions. No such conflict is fcound.

Those changes in policy that conflict with a specific

contract provision ara clearly supersaced by a prcvision in the
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of seniority for Faculty members is

concract. Thus the recasacizon

controlled by section §.2(C) (3). The grievance procedure for any

disputes about section 6.2(D) (4) is governed by Article 4. There

simply is no conflictc between the collective agrzement and the

new £inancial exigency pvolicy and ragulation.

8. Campus Govermance

Articls 5.5 of the collaccive agreemenc, titled "Governance"

provides: . . . Faculty members will follow the procedure and

ice in place on their raspective campuses.”" At the time the

i

pract

collective agreement was reached, the Board of Regents had a

policy titled, "Facultv, StafZ and Student Covernance." As

previously noted, Axticle 12.1(3) of the collective agraement

provides that the University shall make no change in policy

"conflicting" with this agre=ment. In June 1994, the Regents

adooted a new policy on governance. The issue is whether this
new policy confliccts with the prior policy.

The former policy racocnized a single constituent body atc
each major administrative unit and a systemwide governance body.
At the local level, the local General Assembly consisted of

representatives from the faculty, administrators, staff, students

and alumni. The systemwide General Assembly consisted of

representatives from the local General Assemblias. The local

Ganeral Assembly conveyed its interests and recommendations to

the statewide General Assembly. If the statewide General

Assembly found those rscommendations unacceptable, the Local

Assembly could make a recommendation directly to the President of

B




the Universitcy,

recognizes somewhac diffsrent bcdizs. The new policy racognizes

four conscituent bodiazs statewice: Systamwicde organization Zor
faculcy, scaff and studencs; an alliance of racully senatess; an

ncercampus scudenc

h=-

alliance of classified and APT scaii; an
necwork. The policy also recognizes appropriatz local

constituent organizations. Thus, faculty senates at each majcr

administrative unit of the system report to the "Alliance of

Faculty Senatss, which reports to che President; the student

goveraments at the local level report to the Coalition of Student

Leaders, which reports to the Presidenc; the Classified Employees

Council report to the StafZ Alliance, wnich reports to the

oresident; and finally, the local Assembly reports to the System

Governance Council.

Under the old policy the local General Assembly spokes with

one voice for faculty, administrators, staff, students, and

alumni to the one statewide General Assembly. The new policy
recognizes four separate statewide governing bodies, and separate

local governing bodies. However, regardless of the organiza-.

tional change, every campus governance group that existed undcer
the old policy exists under the new policy, and every issue that
praviously could be addressed at the local and systemwide level
The cnly

of governance may be addrassed under the new policy.

diffsrance is that there is a shift in the way the information is
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carried forward.

The collactive agrsement rscognizas that whilzs the Regents

may change the system of governance, the only limization is that

the new systa2m of governance may not conilict with the prior

svstam. Only if the new syscam of governance is incompatible or

irreconcilable with the old, is thers a conflict. Because the
only r=al difference between the two systams oL govermance is the

way information is carriad forward, the new policy is not

incompatible or irraconcilabla wich the old.

C. Compensation

Arzicle 7.1 of the collactive agreement statas that "Faculty
Members shall be compensatad in a manner consistent witih the
provisions of Regents Policy and University Regulation 04.05.01 -
It is undisputed

3 in effect as of the data of this Agre=sment."”

o

that, on the date the collective agreement was reacaed, Regents'’
policies 04.05.01 - 03 provided for an annual chree percent (3%)

raise.

At their June 3-4, 1993 meeting, the Regent: suspended

policy 04.05.01(B). Thereafter, on August 20, 1993, the Regents
suspended indefinitely all the provisions of policy 04.05
concerning annual pay increases, including the three percent (3%)
pay incraase.

It is undisputed that the Union was awarz of this Board
action. However, this change in policy did not have any dirsct
impact on unit members until July 1994 when the three percent

(3%) pay increase became due and owing and was not paid. In
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(1]

August 1993 the only faculty afiected by the change in policy
wera those not within the bargaining unit.

The Union did noc £ila a grievance protasting the failure of
pargaining unit faculty to racesive the pay raise until July 8,
1994. The contracc griavance procedure raguires that any
grievance must be filed ;within thircy (30) days from the time
the aggrieved became awars or rzasonably snould have become awars
of the event which gave rise to the all=ged grievance."

The University argued that the grievance was untimely
because it was filed aporoximately a year after the Board
announced its susvension of the thrse percent (3%) pay raise
policy.

The Union argued that its grievance was timely. It asserted
that there was good reason why it waitad until July 1994 to file
the grievance, and that the thirty (30) day contract grievance
period did not commence to run until the change in the Board
policy "affected" the bargaining unit members, i.e. July 1, 1994,
when they did not receive the pay raise provided for in their
collective agreement.

The Union persuasively argued that at the time the Regents
suspended policy 04.05, the effect was to merely suspend the pay
raises for non-bargaining unit faculty. As for bargaining unit
members, their collective agreement provided that they were
entitled to the 3% pay increase effective in July 1994. Thus,
the August 1993 suspension of the policy did nct negatzs the

University’s obligation under the collective agreement to pay the
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chree percent (3%) pav Lacrease,

bargaining unit members a

At some time afcter tha August 1993 suspension of che policy

and befors July 1, 1994, when thne contract pay incrzase for

unit members was to be paid, it became apvarant to the

Union that the Board intanded to repudiate its pay increase

obligation under the collactive agreement. However, it is not
clzar when the Union first became awars that the University was

not going to abide with the collactive agreement and pay the unic
membexs the 3% pay incraase.

The parties correctly stat=2 the issue as whether the
effactive date of the action that gave raise to griavance
occurred in August 1993 or on July 1, 1994.

As recognized by Elkouri and Elkouri, "It has been held that
doubts as to the interpratation of contractual time limits or as

to whether they have been met should be resolved against

aiture of the right to process the grievance."

'h

for
and Elkouri, How itration Works, 4th ed., p. 914. The authors

also acknowledge that arbitrators have held that the datz on
which a contractual time limitation for filing a grievance
commences is the date on which the "effect" of the employer’s

decision is felt rather than the date the decision is announced.

Id. at 196, citing numerous cases. They state "(a] par:

sometimes announces its intention to do a given act but does not

do or culminate that act until a later date." "Similarly, a

party may do an act whose adverss effect upon another does not

result until a later dats." 1In such cases, it is the latter date
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from which the time limitacion for Eiling a grievanczs commences

g xun.. 14,

Apart from this auchority, in the inscant case the Union nas
presentad a reasonablez explanation regarding wny it waited to
file the griavanca. At the time the Board announced it decision
not to pay the thrse percent (3%) increase, the Union reasonacly
believed that the decision would not affact the bargaining unit
employees because their entitlement to a wage increase was

governed by the collactive agrszement. The entitlement of the

bargaining unit to that raise did not occur for some twelve
months hence. Given this situation, it is reascnable that the
Union did not file a grievance in August 1993.
AWARD

The University of Alaska prevails with regard to the issues
of Program Assessment, Financial Exigency and Campus Govermance;
the Union prevails with regard to the issue ci Compensation.
Therefore, the University shall pay the bargaining unit members

the pay increase provided by the collective agreement.?

DATED this 14th day of April, 1995.

Lo sl E B

William L. Corbett, Arbitrator

Y Jurisdiction is retained for 60 days.
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filing a grievance commencss

from which the time limitacion for

to run. Id.
Apart freom this authority, in the instant case the Union aas
presented a reasonable explanation regarding wny it waited to

file the grievance. At the time the Board announced it decision

not to pay the threse percent (3%) increase, the Union reasonably

believed that the decision would not aifect the bargaining unit

employees because their entitlement to a wage increase was

governed by the collective agreement. The antitlement of the

bargaining unit to that raise did not occur for some twelve
montns hence. Given this situation, it is reasonable that the
Union did not file a grisvance in August 1993.
AWARD

The University of Alaska prevails with regard to the issues
of Program Assessment, Financial Exigency and Campus Governance;
the Union prevails wich regard to the issue of Compensation.
Therefore, the University shall pay the bargaining unit members

the pay increase provided by the collective agreement.™

DATED this 14th day of April, 199S.

(o A ¥ L

William L. Corbett, Arbitrator

¥ Jurisdiction is rstained for 60 days.
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ALASKA STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE

Division of Legislative Finance

P.O.Box 115200
Juneau, A. 79811-3200
(907) 465-3795

FAX (907) 463-4885

MEMORANDUM

DATE: February 12, 1996

TO: Representative Terry Martin, Chairman
House Subcommirtee-University of Alaska

FROM: David Tonkovich, Fiscal Ana!yst.'

Division of Legislative Finance
SUBJECT: University Issues and Questions

Jeanne Larson asked me to examine the FY97 University budget for issues which would help her
prepare for your upcoming meeting with the Board of Regents. The following analysis highlights
items which [ believe are significant.

SALARY AND LABOR ISSUES

EY96 Supplemental

The University has requested supplemental funding to cover FY96 salary increases for the
Classified Employees Association (CEA) and the Alaska Community College Federation of
Teachers (ACCFT). The requests are §4672.3 total funds ($455.6 GF) for CEA and $306.4 total
funds ($473.0 GF) for the ACCFT. Funding was requested during the 1995 Legislature but it was
not approved.




FY97 Salary Adjustments

The salary adjustments in the Governor’s FY97 budget include $1,750.0 for the University of Alaska.
The University submitted two requests for general fund increments related to salary issues. The first,
for $3,4300, would provide funding for a staff salary schedule and a faculty compensation plan. The plans

been approved by the Board of Regents with the intention of replacing an across the board approach to salar
increases. This funding is directed to non-union employees, both faculty and non-faculty. The second increm
for $401.7, relates to monetary provisions of an agreement with the Alaska Classified Employees Associatio
The increment covers the FY97 costs of the CEA contract. The Governor’s budget does not include funding
to cover the FY97 costs for the Alaska Community College Federation of Teachers (ACCFT).

That agreement is being renegotiated and the FY97 impact is unknown at this time. While these increases
are inmt the Governor’s budget includes an offset in the form of an unallocated
$19,678.8. This reflects the denial of all general fund inc.ements ($17,638.7) and an additional 1.2% unalloc
reduction ($2040.1).

CAMPUS ALLOCATION

In the overview sessions before both the House and Senate Finance Committees members raised
issues concerning the allocation of resources among the campuses. An underlying issue was the
high cost of providing services at some campuses. While it is hard to know the fairest way to
make these comparisons the costs per student appear to vary widely among campuses.

STUDENT FEES AND TUITION

The “red book” that summarizes the Board of Regents budget request includes interesting
statistics comparing trends in funding between FY91 and FY95. Over this period undergraduate
tuition rates have increased by 63 percent while revenues hav= increased 52 percent. It would be
interesting to explore why revenuss have not kept pace with fee increases. [s it being driven by
demographics or is it a response to the higher price of attending the University.

It would also be interesting to explore how the University has directed this increased fee revenue.
For instance, direct instructional expense has increased much less in dollars terms than the
increase in fees.

MAINTENANCE AND EQUIPMENT REPLACEMENT

Budget documents indicate that the total building maintenance budget in FY96 was $14.6
Million. They indicate that the calculated annual budget need is $25 million. The Board of
Regents has implemented a multi-year plan to fully fund building maintenance in the operating
budget by the end of 2001. In the FY97 budget about $6.3 million in general funds was requested
for this purpose but funding was removed via the unallocated reduction.

[f the $25 million figure is adjusted by assuming 3 % inflation it would increase to about 30
million by 2001. Over that 5 year period the annual increase to current maintenance levels would
have to be roughly 15% each year. The question is where will those resources come from?




DENIED INCREMENTS

One of the GF increments (funding removed via the unallocated reduction) was for Legally
mandated access for students with learning disabilities at UAA. The amount of funding involved
was $81.5. It would be useful to explore the consequences of not funding the request.

NON-GENERAL FUNDS

One item that subcommittees were asked to examine was authorization of non-general funds.
While general funds have declined, other fund sources have increased significantly since FY95.
[t would be helpful to talk to the University about possible reductions in any of these sources that

are not needed.

Two attachments are included. One provides a description of University funding sources. The
other shows a comparison of the Governor’s proposal with FY95 Actual figures.




