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Continuation of Fiscal Note for SCR 19

Personal Services
Range 21 *7 months 40,281 40.3

Travel
Travel costs are based on the assumption that 2 members
would be apgomted from Anchorage and 2 members from
%:alrbanksb ublic Hearings in these cities would only require travel
or 7 members.

AnchoragePublic Hearing
Per Diem  7members x 2 days x 211 = 2,954
Travel [ members airfare = 3,000
Fairbanks Public Hearing
Per Diem  7members x 2 days x 165 =2,310
Travel Tmembers airfare' = 4,248

Total Travel 12,512 13.0

Contractual
Professional Serwces Contract 25.0
Printing costs or Commission report will be absorbed in
existing budgets
Phone and ostage costs 2.1

Total Contractual 21.1

Supplies
Will be absorbed within existing budgets

Equipment
Computer and Printer 60

Page 2 of 2
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Oi? 'C ouse committee repcC t
Date Referred to Committee: April 29, 1996 FURTHER REFERRALS: *5

Date of Committee Action:
The FINANCE Committee considered: CSSCR 23(STA~) am

CS FOR SENATE CONCURRENT RESOLUTION NO. 23(STA) am
LONG RANGE FINANCIAL PLANNING

Relating to long range financial planning.
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[ ] additional referral to Committee
f ] attached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (D0 APPROVES PREVIOUS: OepDite)
f ] fiscal note(s) [ ] fiscal note(s)
. _ ~ Ny-
[ J zero fiscal note(s) [*] zero fiscal note(s) 0
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S?td OUSE COMMITTEE REPO.T Tpatis

e Referred to Committee: February 15, 1996 FURTHER REFERRALS:

Date of Committee Action
The STATE AFFAIRS Committee considered: CSSCR 231STA) am

CS FOR SENATE CONCURRENT RESOLUTION NO. 23(STA) am
LONG RANGE FINANCIAL PLANNING

Relating to long range financial planning.

recommends it be replaced ” . [m It dhthasasamdi title
with the following committee substitute Ij-CLS C-SSCc_ D->r5 VA )_ ] a new title

[ ] additional referral to Committee
f | attached arnendment(s)

ADOPTS: . Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (D APPROVES PREVIOUS: (Dept/Du)

f ] fiscal note(s) )71 fiscal note(s)  SA-rh Vgy im fL j
[ ] zero fiscal note(s) [ 1zero fiscal note(s)
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STATE OF ALASKA - AT H\lsop CS SCEP3A

199 LEGISLATIVE SESSION s puvisn ome: A Nl
Revision Oate: Oepr. Affected,
Title: Long Range Fin. Planning [gRU_
Component:

Sponsor: Rules bv rea. of Long Range
Requester: £LLqg Planning Cnmmifisinn COMPONENT SER'AL NO
Expenditures/Revenues

OPERATING EXPENDITURES FY 97 | FY 98 FY 99 FY 100 FY 01 FY 02
PERSONAL SERVICES |
TRAVEL |
CONTRACTUAL I
SUPPLIES |
EQUIPMENT I

LAND & STRUCTURES
GRANTS. CLAIMS [
MISCELLANEOUS I

TOTAL OPERATING —o™ —o r -u-" -0- -0-

CAPITAL EXPENDITURES

CHANGE IN REVENUES |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

100A GF

1005 GF/Prpgram Receipts
1037 GF/Mental Health

Other 1
TOTAL -0- i -0- -0- e -- - -0-

e

Estimate of any current year (FY96) cost: $ -0-

POSITIONS
FULL-TIME -0-

PART-TIME 1
TEMPORARY 1

(Artacn a separate page if necessary)

Prepared bv: _ Ann Ringstad Phone:  165-4522.
Division: Date:

Approved by Commissioner: Senator Sharp [ ate ; < :
Agency: Chair, Affairs i

State Committee

PREPARER TO PROVIDE ALL DISTRIBUTION cOPIES TO GOVERNOR'S LEGISLATIVE oFFICE
for further aisircution cniormaiion. call the Governor's Legislative Office

:Rev 11 95) 95fisnot.xi*.CBR Page / of /
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Key Bank of Alaska
A KeyCorp Bank BANK

101 W**t 8en60n Boulevard
Post Offic# Box 10Q820
Anchorage, Alaska 90510-0420
(007) 564-0250 or (907) 562-6100

Michael J. Bum*
President and

Chief Executive Officer January 26, 1996

VIA FACSIMILE

Representative Gail Pillis
Speaker of the House
State Cepitol

Juneau, Alaska 99801-1182

Madame Speaker:

We are very pleased to see that SCR 23 has been introduced and that kmay
function as the starting point in developing both the FY97 budget and a comprehensive
lorty range firarcial plan.

The introduction, particularly of this [ill, and the hearings that have now been
scheduled are consistent with the mission of Alaskans for a Flan, and our stated
objectives for the 1998 legislative session.

Ifappropriate, our group would like to be involved inthese, or othor, hearings on
both the FY97 budget and consideration of the resolution referred to above. We would
be available for hearings erther inJuneau or other locations throughout the state, should
you Sso see fit

Again, our thanks for the courtesy showed us during our recent Juneau usit, and
thank you for bringing this topic forward for both a timely and comprehensive discussion.

On behalf of Alaskans for a Plan,

Michael ,1 Burns
Chairman

ac:  Representative Jeanette James, Chair, State Affairs Committee
Representative Brian Porter, Chair, Judiciary Committee
Representative Mark Hanley, Co-chair, Finance Committee
Representative Richard Foster, Co-chair, Finance Committee
Governor Tony Knowles

America's neighborhood bank.
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Mission

To balance the budget by Fiscal Year 2001 through both responsible cuts and
revenue increases, and to ensure that the State of Alaska 1son a sustainable, long term
Tirencial foundation.

Goals

Convince the public of the serious firacial challenge the State of Alaska
confronts and the importance of decisive action, utilizirg all of the fiscal tools necessary
10 put the State on a sound and sustainable long term foundation.

To get the Governor and the State Legislature to take the budgetary and fisal
action needed to achieve a balanced budget before the State S available savings are
gone.

As a first step, the Legislature must implement revenue increases and spending
cuts totaling $200 million in FY97.

1996 Objectives

(D To get the State Legislature and Governor to devote two weeks of the session to
reviewing the analysis and recommendations of the Long Range Financial
Planning Commission and to enact a joint resolution comitting tself to closing
the State S fiscal gap by Fiscal Year 2001 and to achieving the $200 million fiscal
target recommended for 1997 through an appropriate mix of budget auts, faxes,
and increased savings.

(@ To design and implement a public information plar. which achieves our annual
objectives and advances accomplishment of our long term goals.

® To huild a broad based, statewide coalition of business and civic leaders in
support of our mission, goals, and dbjectives.

(@ To raise the money and resources necessary to advance our mission and goals
and achieve our annual dojectives.









WQUSE COMMTTEE REPORT

« V-
{)ate Referred to Committee: April 15, 1996 FURTHER REFERRALS:

Date of Committee Actior
Tiie FINANCE Committee considered: CSSCR 29IFIN) am

CS FOR SENATE CONCURRENT RESOLUTION NO. 29(FIN) am
DISAPPROVE SETTLEMENT W/FERRY EMPLOYEES

Objecting to the Department of Adr*nistration’s settlement with certain employees of the Alaska marine highway
system.

v
Vv
recommends it be replaced \ [ ] the same title
with the following committee substitute v\ [ ]anew title
[ ] additional referral to s Committee
[ ] attached amendment(s)
ADOPTS: cotter of Intent
ATTACHES NEW FISCAL NOTE(s): (D0 'mAPPROVES PREVIOUS: (TpvDu)
| ] fiscal note(s) [ ] fiscal note(s)
[ J zero fiscal note(s) [ ] zero fiscal note(s)
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MEMORANDUM . State of Alaska

Department of Administration
Division of Personnel _ I;:

To: * COLD Project Team Date:  January 19, 1993

Thru: Dianne Corso Phone: 465-4404
Labor Relations Manager

From: Mila Doyle RE: e COLD Inwestigation Status

Labor Relations Analyst Report
Labor Relations Section

The initial phase of the Alaska Marine Highway System (AMHS) Cost of
Living Differential (COLD) investigation is drawing to a conclusion. The
purpose of this report is to update the project team on the number of
AMHS employees still in the active review phase, to identify and discuss
policy level decisions that need to be made, and to outline further steps in

the investigatory process.
EMPLOYEES IN THE ACTIVE REVIEW PHASE

Currently, there are approximately 248 AMHS employees in the active
review phase. These employees are broken down into three groups: Non-
Residents, Strongly Suspected Non-Residents, and Need More Information.
The latter two groups have been further subdivided according to the
system to which they are normally assigned.

SE SW Total
Admitted Non-Residents: l l
Evidence Strongly Indicates Non-
Residents: 70 17 87
Need More Information: 122 38 160

248



COLD Status Report - January 19, 1993 (DRAFT) 2

The employee categorized as an "Admitted Non-Resident" has supplied
information on his Certificate ot Residency Fo'rrh' that indicates he is not

eligible for COLD payments.

Those employees in the "Evidence Strongly Indicates :Non-Residents"
category have been placed there because they have supplied, or OMB and
Labor Relations have obtained positive evidence that Joes not support

their residency status:

they have greater residential ties in another state, eg, own property,
register cars, have drivers licences, etc; L .

. they have not applied for, or have been denied a Permanent Fund
Dividend in 1990, 1991 or 1992,

they have submitted utility bills ror which the rate of consumption is
below a habitable level,

they have been reported by another party as being a non-resident;
AMHS has questioned their residency in the past, and/or:

. other facts or evidence have been oK..ined that would lead a
reasonable person to doubt the employees status as an Alaskan

resident.

Those employees who fall into the "Need More Information" category are
placed there for a variety of reasons. Some employees are most likely
residents but have failed to provide requested information such as a rental
receipt or agreement, or they have neglected to sign the Residency
Certificate Form. There are approximately twenty-five (25) to thirty (30)
employees who fit this description. The remaining employees in this
category are more questionable. Some are roomates with employees who
evidence indicates are non-residents and thus, if residents themselves,
may be in collusion with other AMHS employees. Other employees are
currently residents but we have clear information to indicate that this is a
recent occurrence and that they most likely have been collecting COLD
fraudulently for a number of years. In addition, employees have been
placed in this category because we simply do not have enough information
to make a clear determination as to their residency status.

It should be noted that in the "Evidence Strongly Indicates Non-Residents"
and the "Need More Information" categories there are approximately
fifteen (15) individuals who have recently terminated their employment

Confidential - for analytical purposes only



COLD Status Report - January 19, 1993 (DRAFT)

from AMHS. Should a decision'be made to recover overpayments, these
individuals should be considered' further.

POLICY DECISIONS

Once an employee is found ineligible for COLD payments, there are three
levels of action that can be taken; 1.) Cessation of COLD payments, 2.)
Recovery of past COLD payments, and 3.) Discipline.

1.) Cessation of COLD payments

It is critical that once an employee is found ineligible for COLD payments,
that he or she be denied continuance of COLD as soon as possible. Because
the investigation will be conducted over a period of months, a consistent
COLD cessation date should be determined and applied to each individual
who fails to pass the residency requirement. A consistent date will assure
that all employees whose COLD payments are discontinued are treated
equally. Please note, these dates will apply only if there is a policy
decision not to recover past COLD payments.

Options 1

There are several dates that can be used: May 1, 1992, August 6, 1992, or

November 15, 1992.

PROS CONS

Marks the period for which There is no advance
the employee's residency

was initially questioned.

Mav 1. 1992:
(Employees were

asked to provide their residency is being

warning to employees that

residenc .
verification _ _ questioned.
beginning  with Gives the maximum
this date.) recovery time for cessation
of COLD payments.
Aug. 6. 1992: Provides clear warning to State would loose 3.0
Date of employees that they need months of COLD payments.
ommissioner i i
Turpin's letter to to cqmply with residency
all AMHS requirements.
employees.)

Confidential - for analytical purposes only



'COLD Status Report - January 19, 1993 (DRAFT)

. Provides a consistent date
with a reasonable response
time allotted.

Nov. 15. 1992:
(Date which
employees who
did not respond to
Commissioner
Turpin's original
letter were
notified that if
they did not
provide the
Information
requested, COLD
Bayment"_ would
e sterminated.)

Option 2:
PROS
By individual, * Date is easily determined.
1st pay period
after formal
determination
of ineligibility
IS made.

2.) Recovery of Past COLD Payments

State would loose 6.5
months of COLD payments.

If earlier date selected,
additional monies yould
need to be collected from
those employees' whose
COLD payments were
discontinued due to failure
to provided requested
information.

CONS

Inconsistent dates meaning
some employees will
receive COLD longer than
others despite their
identical non-resident
status.  This is particularly
critical given the fact that
the most likely abusers of
COLD are currently slated
to be investigated last.

AMHS employees have been eligible for COLD payments since 1982. Itjs.
clear that some of the employees the State currently suspects are non-
residents have been collecting COLD payments for all or part of that time

period.

The amount of COLD payment an employee receives varies

depending upon the bargaining unit to which an employee belongs. IBU
members make approximately $425 - $700 per month and MEBA and
MM&P members make $800-$1300 per month in COLD payments. This

equates to an extra $5000 to $15,000 per year.

For example, a MEBA

employee who has been a non-resident for ten years and fraudulently
claiming COLD payments during that time could have received in excess of

$150,000 to which he was not entitled.

Confidential - for analytical purposes only



COLD Status Report - January 19, 1993 (DRAFT) . .. .. 5

A decision needs to he.made regarding recovery of past COLD payments.
The decision presents unique problems as well as distinct advantages .
and/or obligations on the part of the State. .

PROS - CONS i
Recover past « Substantial amount of « Will require additional
COLD payments: money may be recovered. investigation.

Investigation will be more
« Consistent with practices of complicated.

the State regarding ro..
overpayments. « Employees who owe
substantial amounts of
« Sends a clear message to money may quit, making
fraudulent claimants of civil litigation necessary for
other programs that the further recovery efforts.
State is serious about
recovery.
Do not recover ¢ Simplifies the current  State loses a substantial
past COLD investigation. amount of money.

payments: _ _
« Violates policy and past

practices of the State
regarding collection of
overpayments.

« Establishes grounds for
disparate treatment
argument in other
overpayment situations.

« Negative public reaction.

If a decision is reached to recover COLD overpayments, funds may be
deducted from an employee's salary until the debt is satisfied. Should an
employee terminate employment with the State and still owe money, it
may be possible to recover funds from an employee's SBS or PERS account.
However, further investigation on this subject is necessary to determine

the viability of this option.

Confidential - for analytical purposes only



' COLD Status Report - January 19, 1993 (DRAFT)

Once an employee has been found ineligible for COLD payments, a decision e
must be made as to whether or not discipline is warranted and, if r

warranted, what level of discipline will be imposed.

If an employee is

clearly ineligible for COLD payments, yet has indicated that they are a
resident of the State of Alaska and eligible for COLD payments, they have
knowingly engaged in fraud for the purpose of personal enrichment.
According to the past practice of the State regarding employee dishonesty

and theft, immediate termination

IS warranted.

However, termination may

reduce the probability of recovering past COLD payments.

In this case, however, there may be mitigating factors that may impact the

decision regarding the level of discipline warranted.

The most significant

mitigating .factor is the allegation that management's representatives has
specific knowledge that some AMHS employees were non-residents

claiming COLD and took no action.

The Union may be able to successfully

argue that management's decision to "look the other way" essentially
created a past practice allowing non-residents to claim COLD payments.
While the State still has a clear basis to pursue dismissal, the issue of
alleged management complicity, intentional or otherwise, will need to be

addressed.

Termination:

PROS

Consistent with past
practice of the State in
theft cases.

Sends a clear message to
remaining employees, and
the public at large, that
employee theft will not be
tolerated.

CONS

« Makes it more difficult to

recover COLD over-
payments.  State would
probably need to pursue
civil litigation.

There are a large number
of suspected COLD abusers
in MEBA. A decision to
terminate employees could
have a significant impact
on daily operations of
AMHS. This could result in
negative public reaction.

Raises issues of
management complicity.

Confidential - for analytical purposes only



COLD status Report - January 19, 1993 (DRAFT)

Lesser
Discipline:

No Discipline:

Employees remain _working
for AMHS, therefore, it is
easier to recover COLD
overpayments.

Sends a message to
employees that employee
theft not necessarily a
dismissal offense.

Has a less significant
impact on the daily
operations of AMHS.

No impact on the daily
operations of AMHS.

Employees remain working
for AMHS, therefore, it is
easier to recover COLD
overpayments.

CONTINUING THE INVESTIGATION

Not consistent with past
practice of the State in
theft cases. J

Raises issues of - e
management complicity
(may be argued as a
mitigating factor by. the
State to justify a lesser
degree of discipline.)

Negative public reaction

Not consistent with past
practice of the State in
theft cases. Could create
problems down the road in
enforcing discipline in theft
cases.

Sends an unclear message
to employees.

Negative public reaction.

In order to attain a supportable case in arbitration and/or court, further
investigation is required on most of the employees still in active review

status.

Parts of this investigation can be accomplished through requesting

additional information from other State agencies or the employees

themselves, and thus can be completed by this office.

Indeed, the Labhor

Relations Section should be responsible for coordinating and conducting the

investigatory interviews prior to final action being taken.

However, .in

many cases, the serious suspicion of employee fraud suggests that a more

comprehensive investigation be conducted prior to final action.

Such an

investigation, at this point goes beyond the financial and professional
resources of the Labor Relations Section.

Confidential - for analytical purposes only



COLD Status Report - January 19, 1993 (DRAFT)

Options identified, at this time for completing .the investigation.include
involving the White Colly Fraud Section of the Alaska State Troopers.
spending- tBe Time aJT3 resources™necessary to conduct The investigation in-
house, or hiring a private investigator. As the monetary resources needed
for .this phase of the investigation should be recovered by the results of
the investigation, it is suggested that one of these options be selected.

| will be contacting your office shortly to arrange a meeting to discuss the
issues outlined in this memorandum. In the meantime, if you have
questions or concerns, please do not hesitate to call.

cc:  Frank Turpin, Commissioner

Department of Transportation and Public Facilities

Nancy Bear Usera, Commissioner
Department of Administration

Jim Ayers, Director
Alaska Marine Highway System

Joe Geldhof, Assistant Attorney General
Department of Law

Pat Gullafson, Assistant Attorney General
Department of Law

Gary Anderson, Director
Office of Management and Budget, DAMS

Confidential - for analytical purposes only
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Ferry settlements end abuse,

By MARK BOYER

Let me elaborate on what"s
been written lately about my
agreement with 10 out-of-state
Alaska Marine Highway System
engineers accused of wrongly col—
lecting in-state cost-of-living pay
adjustments. There 3 lots of mis—
information aflcat.

I decided to take this issue on
after years of inaction and avoid—
ance by others, Maybe that was a
mistake, but I fell itwas time to
put this debate behind us. The
state has spent $300,000 investi—
gating this mess so far and, be—
cause the residency criteria isun—
clear, has managed to win just
two of four arbitrations brought
by ferry workers.

| felt it was time to do some—
thing. So we are moving forward
with a plan to settle with (someo
ferry workers andTprosecutp the
remalriderT"More important, we
have asked the Legislature o
close a longstanding loophole that
has allowed disingenuous workers
to abscond with state funds. -

First, some brief history. For
years, the state fought with some
ferry workers about residency. In
1992, the state began investigat—
ing those workers who lived out of
state but still claimed and collect—
ed the cost-of-living differential
(COLD), designed to cover higher
living costs for in-state workers.
Some 7! ferry workers who

claimed to be Alaskan residents
and were receiving higher differ—
ential pay were investigated and
eventual ly 29 were accused of im—
properly collecting the differen—
tal.

So far, the state has spent
more than $300,000 investigating
the matter. Four cases have gone
o arbitration. The stale wuo two,
lost one, tied one; the lossc™ came
because the exiting residency cri—
teria is indeed confusing and has
been interpreted differently by
different arbitrators. Letting ar—
bitrators decide the criteria,
sometimes differently, makes no
sense. We lose control of an issue
which should be decided by Alas—
kans.

make

settle, apparently because they
think they can win at arbitration
because of the ambiguous law
and pay back nothing.

Here®s why 1 think our actions
are good for the state:

e They end the confusion over
residency that started the whole
dispute years ago. Under our
deal, MEBA workers will quit
claiming the differential or abide
by the Permanent Fund Dividend
definition of residency from now
on, saving the state $120,000 per
year. We also introduced a hill in
the Legislature to extend that
definition to the other ferry sys—
tem bargaining units, the
Inlandboatmend Union  (IBU)
and Masters, Mates and Pilots

In addition, one arbitrator sid— J"MM&P) .

ed with ferry workers in a class-
action case and ordered the state
to use a very lenient definition of
residency. That ruling, which we
are appealing in Superior Court,
would seriously cloud the state3
ability to win any arbitration.

The state recently embarked
on a plan to close the matter by
settling with 10 of the 29 ferry
workers, those represented by the
Marine Engineers Beneficial As—
sociation (MEBA). In all, they
will pay back abou”21 percenPof

If the Legislature does its job,
that means ferry workers who
can T qualify for the dividend
won T qualify for COLD, period.
Future disputes go away, as does
the longstanding loophole.

As for past disputes, ftwas a
previous administration that
signed a deal with all three ferry
unions allowing the 29 accused
workers to keep their jobs and ad—
mit t no wrongdoing. The
Knowles Administration inherited
this whole mess with those limita—

the $430,000 they owe inexchange tions already inplace.

for accepting new residency crite—
ria. The other workers wouldriT

e The state will prosecute t
the full extent of the law those

rules clear

ferry workers who didn Tagree o
the same terms as the MEBA em —
ployees. We have already asked
the Alaska Labor Relations Agen—
cy to bring the remaining cases 1o
arbitration.

Because of the residency crite—
ria loophole, some of those cases
might be tough to win. But when
we do, ferry workers who cheated
the state can expect disciplinary
action - and to pay back their
JmpmBfiLelaims infull

Again, the Knowles adminis
tration"s actions establish clear
residency guidelines for MEBA
workers, and the residency loop—
hole and ensure that future dis—
putes won Thappen. If the Legis—
lature does its job, those same
guidelines will be in place for ﬂE
other ferry worker unions. —

As for those who wouldn't set-
tle, we 1l see them at the arbitra-
tion table.

Finally, it’s important to point
out that the actions of a handful of
greedy ferry workers should not
influence public opinion about the
rest. There are hundreds of hard—
working employees who run Alas—
ka 3 ferry system with honesty
and integrity. Their reputations
should not be tarred.

Mark Boyar ia commlattlonor

of tha Dapartmant of Adminis-
tration.

Err\pi
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Personnel and Labor Relations DATE March
Steering Committee (Distribution

below) FILE NO:
TEL. NO.: 465-3600
SUBJECT: AMH COLD Investigative

Support Request

AMH COLD Working Group »A
(Pat Gullufsen, AGO; (\
Jerry Bryant, OMB;

Mela Doyle, Lao. Rel.)

At the request of the Personnel and Labor Relations
Steering Committee this memo is presented to recommend the
employment of an investigator to gather additional evidence in the
continuing investigation of a number of Alaska Marine Highway
System (AMHS) vessel employees who have been claiming residency for
COLD purposes but who are, on the basis of information thus far
obtained, suspected of being nonresidents.

The O ffice of the Attorney General (AG) has surveyed the
file s of approximately 250 AMH employees where the information
provided by the employee or obtained from readily available sources

(primarily public records) suggested nonresidency for COLD
purposes. On the basis of this survey the AG's o ffice believes
that the evidence in approximately 50 cases strongly suggests
nonresidency for COLD purposes. A large number of other cases are
guestionable as to entitlement to COLD. However, in order to
prevail in any action (arbitration or lawsuit) generated by the
termination of COLD payments (or more serious discipline) gaps in
the non-resident data must be fille d in by additional
investigation. The additional investigation cannot be done by the

Working Group.

Jerry Bryant of OMB contacted the Department of Public

Safety Criminal Investigation. Bureau which investigates "w hite
collar crime". W hile they may of help-— our in-house
investigation, the division director "-Go”~John Murph”A>~2sa.ld_tiieir
commitment would be Ilimited since crijinal— prosecution is not
anticipated- In addition, it would be very difficult for him to
dedicate a trooner”-for an extended period of time to cases that ~may
only result in civil litigation or arbitration. When they have the

staff'available or subcontract to retired employees, they charge
$60.00 per hour plus investigation expenses, air fare and per diem.

I f the Steering Committee is unable to obtain the
necessary assistance from the Department of Public Safety, we
suggest the state hire an independent investigator, preferably one
located in Seattle since most of the non-resident employees (Cw
receiving COLD live in the Seattle area. We contacted a Seattle

P



M E M O R A N D U M S tate of A las k a

Department of Transportation & Public Facilities
Office of the Commissioner

to: Nancy Bear Usera
Commissioner o
Department of Administration _ TELEPHONE NO: 465-3901
TEXT TELEPHONE: 465-3652
FAX NUMBER: 586-8365

from: D.A Campbell & subject: COLD Investigations
Commissioner

As a result of a meeting held in your conference room on October 13, 1993,
we agreed to furnish our recommendations as to the implementation of
procedures to finalize COLD investigations.

At this meetln(% you stated that the responsibility to bring the COLD
investigations to"a conclusion had been assigned to you by the Governor. We
expressed our concern that concluding the COLD investigations could very
well impact ferry operations as actual divorce of the issue from day-to-day
operations could be difficult. We also expressed concern that the first
disciplinary actions should be taken by DOT&PF as opposed to other
agencies (i.e., DOA). We continue to be committed to the proposition that an
agency with management responsibilities must manage its employees.

We have now reviewed the situation in more detail and are convinced that
only a single agency should conduct the conclusion of the COLD
Investigations.

In recognition of your assignment to assume that responsibility, in this one
iInstance, on behalf of the state, we will take no further action of any type in
chO|sAm atter and leave the conclusion of the COLD investigations totally with

Any data and/or records we have in our possession will be made available to
you foryour use in concluding this matter.

In most instances it is our recommendation that punitive actions are
probably not warranted as long as a reasonable monetary recovery is
achieved? However, that will be your decision. It sever penalties such as
termination are determined to.be.necessary, we assume that you will .
provide adequate notice so that appropriate personnel changés can occur in
a timely manner to fill vacancies so that no adverse effects impinge the
AMHS operations.



Nancy Bear Usera -2- Qctober 19,1993

In order to avoid confusion and/or duplication, we are appointin
Deborah Vogt as the single point of contact through which DOA
should channel all requests for information and/or data which A
a prePared form. Deborah is an Assistant Attorney General and sh
able to provide an effective interface.

In order to bring you up to data as to the status of events as we see them we
offer the following:

728  Personnel originally receiving COLD payments
(4) Personnel recently advised AMHS of non-residency and COLD
Bayments have been stopped
724  Personnel receiving COLD payments

nnel
has in
ld be

%erso
MHS
ou

A recent residency questionnaire to all employees brought answers from all
but 80 employees:
AMHS has ceased payments to the 80 non-responding employees as of
October 18, 1993.

724  Employees on COLD

880) Non-responsive employees removed by AMHS

64 Employees receiving COLD on October 18, 1993

As a result of the recent investigation it was determined that;

84 Personnel were suspected of drawing COLD while not actual
Alaskan residents
8%4) Have-terminated employment

gl) One has “owned up" and COLD payments have been stopped

79 Suspects as of October 18, 1993. Ot these “79", 59 personnel
have submitted the new residency questionnaire and claimed COLD;
20 failed to return the_quesélonnawe. Ofthe 80 personnel that did not
return the questionnaire, 20 were on the suspect list.

Our recommendation for concluding this matter is as follows:

1. Communicate again with the 80 personnel who failed to return the
gue_stmnnawe via certified mail and advise them that they have been
enied further COLD payments.

Upon response, handle each case in_dividuaIIX and restore COLD to
personnel who are judged to be residents. Add the remainder of
%rsonnel not responding to the certified letter to the suspect list of



Nancy Bear Usera -3- October 19,1993

2.

8a.

8b.

Contact the respective marine bargaining units and request them to
meet with DOA representatives and propose alternatives to bring
resolutions to the COLD issue.

Provide the respective bargamng unit with the responsibility of
substantiating the residency of the 59 employees of the “79" that filed
claims and any other questionable COLD recipient. The respective
bargaining unit should be given 30 days to complete documentation.

Accept nothing less than the immediate cessation of COLD payments
of any of the 59 of the “79" that the respective bargaining unit is
unable to substantiate residency.

In those cases where the respective bargaining unit is%'uhahie"_tq
provide re3|denr%_1|nn|mentat|on of the 59 of the * 6"equw" the
employee to pay back all COLD payments since July 101997A7AA

In those cases where the respective bargaining unit is able to provide

documents of the respective employee residency, DOA will either

make a finding agreeing with the bargaining unit or will hold a hearing

ttﬁ revt;evvt (?(ocumentatmn and make a finding. Appropriate action will
en be taken.

In the event that the respective bargammg unit refuses to participate
in the process of documentation and certification, DOA should develop
a methodical process to pursue the investigation and hearing ,
r_egardl_nq the (59) employees of the “79." "In the event that'a hearing
finds violation and_misrepresentation, appropriate disciplinary action
should be taken. The state should provide opportunities for individual
consideration and/or disciplinary action.

The 20 employees of the “79" that did not file 1993 residency claim
forms should be contacted by DOA and ordered to repay all COLD
payments back to July 1, 1991, In the event that they refuse to repay,
a process for further investigation and hearing should be established.
Appropriate disciplinary action should be taken. The state should
prc%_v|de opportunities for individual consideration and/or disciplinary
action.

The four employees that have terminated of the “79" should be
contacted and dealt with as in oa.

Two employees of the “79" specifically contacted AMHS and admitted
that they were no longer residents. (One had filed a claim and then
withdrew; the other did not file but called.) The two employees
should be required to paY back all COLD payments since July 1, 1991,
In the event that they refuse to make payments, they should be dealt
with the same as in da.
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10.  Repayments of COLD payments may be made In lump sum, monthly
deduction, or vacation cash in.

11.  While these recommendations may appear to treat all categories of
COLD claimants the same, ang individual who voluntarily removes him
or herself from COLD should be treated less harshly than those who
continue to falsely claim payments.

DOT&PF will assume no role in the conclusion of the COLD investigations
and will be involved only in supplying data in its possession and reinstating
COLD payments for those employees deemed eligible after DOA has made its

findings.

All disciplinary actions adjudged necessary during the conclusion of the
investigation will be instigated by DOA.

This recommendation represents our view of reasonable procedure.

cc. Deborah Vogt, Assistant Attorney General, Department of Law
James R. Ayers, System Director, AMHS
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COLD STATUS REPORT
8§/9/94

INTRODUCTION:

The employee investigation phase of the COLD investigation is close to
completion. In most cases, information has been gathered to arrive at a
final determination regarding individual circumstances. The COLD working
group anticipates that the majority of cases will be closed by August 31,
1994,

INVESTIGATION:

Of the original 247 employees under investigation, 36 have separated from
state service and 168 have been cleared to continue to receive COLD
payments. Individuals have been cleared through information obtained
from AMHS managers, supervisors and support personnel, on-sight
investigations by Roger McCoy, and information gathered, from
investigatory interviews.

[ Final determinations have been reached in 5 cases. All five individuals
were originally terminated. However, settlement agreements reached
between the MEBA and the state put four of the individuals back to work.

A Aull restitution will be sought from all five individuals totaling
approximately $200,000.00.

There are 38 individuals still under investigation.

7 To be interviewed

10 Pending final determinations and disciplinary action under the
terms of the first settlement agreement.

21 Pending final review and determinations

38
SETTLEMENT AGREEMENTS:

In early 1994 a settlement agreement was negotiated between the state
"and the MEBA. The terras of that settlement agreement were offered to all
members of the MEBA and the MM&P under review in the COLD
~investigation. IBU declined to participate. Of the twenty or so MEBA
members under review at that time, one employee chose to participate. Of
the ten MM&P members under review, 8 agreed to the terms.
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COLD Status Report
8/9/94

Once the state began to take final action, the union (MEBA) approached the
stale requesting the terms of the original settlement offer be extended
again. The state refused, but did agree to renegotiate stricter terms. As
discussed above, four out of the five employees terminated elected
coverage under the agreement. The offer will be extended to each MEBA
member once a final determination is reached in their case.

DISPUTE RESOLUTION:

Nate tfere 5 one afbitration scheduled over the employee terminated
f°r dishonesty related to inappropriate claims of COLD payments. The
arbitration is scheduled for December 8 - 9, 1994, in Juneau. In addition,
the MEBA has filed an Unfair Labor Practice charge on behalf of this

Ylpj jA\(TindividuaL The state will request deferral of the issue pending an

es X
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arbitration decision.

o m acttori grievances and an Unfair Labor Practice charge
over COLD tssue- The Alaska Labor Relations Agency has deferred
hearing the ULP until after the arbitration is held. An arbitrator has been

selected to hear these disputes and the parties are scheduling
information.

It is anticipated that as further actions take place, additional grievances
and/or unfair labor practice charges will be filed.

PROACTIVE:

The Department of Law, Labor Relations, and the Department of
Transportixéj[pji-"ti_"irbii$><“;i|ities have held an initial meeting to discuss
the issue future guiclelines) Further meetings on this tome are to be
scheduled.. wooau
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U/ did state rehire ferry workers?

M a}/be the slate had a good reason to rehire several
of the ferry workers 1t fired-last month. Maybe..

| Gov. WalterJ. HickelwiU run for re-election.

~ Maybe the Chicago Cubs will be in the World
Series this year. - .
Weknow the answer to only one of those questions” lhe-.-;..
Cubs, who haven’t been inthe World Series since 1945i»wiliV7

)<m, /<.

two weeks. Hickel has to decidebefore the Aug. 23 primary
election-whether or,nothe wants to work another four-years
-..*asgovernors'flsris*' o
utwemay nevecknow: the answer-to-the remaining®
4 + question: Why did the state rehireseverai ferry workers wfaoji-
Y m J - r f mmadbeen'fired-forallegedly lyingfabout?tbeiifresidency tof-2>r"
coll&tthousandsofextradoUarsinwagieseach.year:-'

AMAAIMwHe.welreaCi*heMai*sonieothe®qo™uesfibas™J-v
["tKaCd«e'aiKwers'y )
*How mahy6fthe"e& eorkers.werejeSred£ M w '
r m e o-\Whatwerethe exact termsof thesettlementagreement
thatbrought the workers back to the job? What is the length,
ofthe disciplinary suspensions? * .- i t .
What uniojt<iathe.workers.belong.taLandwhatjobsare:—
&

_Thestate and union are not talking; they're noteven’
hinting. Their public answers to public questions are short,
£ lacking in detail* and fre(’iuently quote marvelouswords such
fAas,"confidentiality rulesd?.”personnel mattersi*.'and-“no
"1 comment.” Perhaf)s wordsrh'ke “public money;’! “honesty,”
“fraud” and “public perception” would be better.
What we do know is this: The state has, for the past two
o years, been-investigating allegations of residency fraud s
|£ | againsfc’state ferry.workers-i/lheemployeesare paid,extra; -'
up to $1,100 a month-4 ifthey livein-AlaskaiThat is to m6-v-
mh compensate them for the higher cost of living here than in
Puget Sound.' —- V-V .-
N AM ostferry workers receive the cost-of-living,pay-- :
A7 (“erentialvwhidtis abwt20 percent. Mostferry workers
; are honest and claim the extra pay only if they live in Alaska!
But the state says it found at least five cheaters - and last
month fired them.
. .Theunion squawked, as it’s supposed to do to protect its
+- members, and discussions ensued. This past week the state
acknowledged it had rehired several workers - it wouldn't
say how many.
That 3 about it for our knowledge. Anything else is
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State iswrong to rehire™pv
dlshonestiérry workers

« o iy HaT e

=e ;AThis. letteFWfesjwns”tcr the~
state rehirings.ome.0T the non-resi-..
dent/ferry]workers. recently fired
for"claiming resident-pay-difTeren-
“tial statuS tr
« | find this an affront and a slap
( ..in; the-, face of-all-Alaskans™who— w"

- isali rightto-lie. steah. deat,-,but if
e you"get;"caught, -calF youp iawy er_
andumonlbusihess. - agent an<fyou
can get back, into-the fold by say-,
ingyou are sorry and agreeing to-
pay the money back. After aff-_we -
are all fnrithis.togetherand_when
we are olgand looking back on this
, -we;caml "au” andjsayiust think of-;
"=t theyotBerrway”we Fipped.off /A
. the state;and did:not get; caught. «*

"1 . ting-edge™policiesjof the statesPer—e:
-*ft" M haps?; blit-ltdo kna™"tliaf rehiring”
those crooks B.wrong“and. lwpuld_
\ encourage*anyone reading thisletg
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State registers will open

for Hickel appointees

| ILLER
TFEOEDD ™

The state ismaking plans to help 400 or so Hickel
administration workers whose jobs will be threat—
ened when a new governor takes over in December .

That help could include financial and unemploy—
ment counseling, turning some positions into protect—
ed jobs, and allowing administration employees to
place their names on state job registers that have
been closed to new applicants.

The turmoil isa result of Gov. Walter J. Hickel"s
announcement this fall that he will not run for re-
election. His term of office ends in December.

"We would be irresponsible as a major employer
ifwe did not try to help people deal with the new ad—
ministration, *said Nancy Bear Usera, Hickel 3 chief
of staff.

She said it is not the commissioners and other
high-level staff the administration is trying to help.
“fie knew when we took the job, this day was going
tocome," Usera said Friday.

But lower-level employees such as secretaries, of—
fice workers and other lesspoliticized positions de—
serve help, she said.

When the administration hires political appointees
not covered by a union contract, they serve at the
pleasure of the state"s chief executive. It iscommon
for new governors to bring in their own people, in—
cluding department heads, mid-level managers and
personal secretaries.

These so-called exempt and partially exempt jobs
generally are not covered by state personnel rules or
union contracts.

Movement ofa political appointee from an exempt
position into a classified job, one that is protected by
union rules, would prevent a new governor from get—
ting rid of that employee.

Jobs can also be reclassified, with administration
approval, giving employees protection under state

Plea*« *e« Jobs, back paga

TEOGEME

State officials have fired, suspended or repri—
manded 26 ferry workers accused of falsely claiming
Alaska residency.

The state is seeking to collect about $800,000 in
back wages from the workers, who earned extra pay
based on residency claims, said labor relations
spokeswoman Mila Doyle.

"We ¥e just begun working out repayment sched—
ules. I don Texpect most of these people will cut us a
Tump sum,™ Doyle said today.

Unions representing ferry workers called the res—
idency investigation a “@itch hunt”’and predicted it
would end up in court.

“Every residency law the state has ever passed
has been struck down by the federal courts, ev Ty
one. This one will also probably see the same fai»"
said Greg O"Claray of the Marine Engineers Benefi—
cial Association, which represents about 75 licensed
ferry engineers.

The approximately 700 ferry workers who live in
Alaska make about 20 percent more than those who
live out of state. The difference can run $500 to $1,100
a month per worker under payments known as the
cost-of-living differential .

State officials began their investigation about two
years ago by sending detailed questionnaires to
workers claiming residency. About 80 were investi—
gated, Doyle said.

The first disciplinary action was taken Last sum —
mer, when five workers were fired. Most were re-
hired after agreeing to pay restitution .and accept
suspensions.

As of today, the number of workers being targeted
for discipline totaled 26. Doyle said. An additional 11
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Continued from Page 1
personnel rules.

Not all political appointees get replaced, however,
and some manage to last in their jobs throughout sev—
eral different administrations.

Though itiscommon for outgoing administrations
to help its employees with the transition, some say
the Hickel administration may be going too far in its
efforts to help its people.

"l just don Trecall anything like this massive ef—
fort ... under way now," said David Ramseur, former
spokesman for Gov. Steve Cowper, who was replaced
by Hickel.

He said there were some instances where Cow-
per*s people moved into protected jobs, but not
many . State job registers were not closed when Cow —
per left office in 190, so putting administration peo—
ple on the job-waiting listswas not a problem.

"1 do not recall that itwas like a coordinated ef—
fort to try to stuff political appointees into classified
positions,””’Ramseur said.

But Jerry Reinwand, a Juneau businessman who
worked on gubernatorial transitions in 1982 and 1986,
said Hickel 3 staff has done a good job preparing for
a turnover.

-1 think 1t3 a remarkable effort,” he said.

. Reinwand .was chief.of staff for Gov. Jay;_Ham-
mond when he leftoffice and worked on the transition
team when Cowper took office.

"1t 3 one thing t plot a good transition. It$ anoth—
er t have the new administration listen t you,>”he
said. "The new crowd tends to come in with a high
degree of arrogance."

Administration Department Commissioner Bob
Libbey said the Hickel people have been working on a
transition plan for about a month. He said the work

Ferry...
Continued from Page 1

are under investigation but it is unclear whether any
will be found in violation of residency rules, she said.
Some of the 26 were fired, some suspended for up
to a month and some given a letter of reprimand. All
were required to repay the state for extra wages
since A-pfit 1, 190.
No criminal charges will be filed against any of
the workers, said state Administration Commissioner

Bob Libbey, who oversees state LahQrj~elations ef.

o oollect differential payments
.before 1990 are expected, Doyle said. _
nTte-wofkeFS-accHpted-disclplInary action and
agreed to pay back wages while others challenged
the allegations.
The Iniandboatmen 3 Union of the Pacific, which
represents up to 625 ferry workers, filed an unfair la-

should be finished this week.

State job registers essentially are waiting lists for
most of the state 3 1,045 work classifications. Libbey
said the idea of opening up closed registers is not
new. A state employees union once agreed to the
same option of getting itsmembers on closed lists, he
said.

“They could have their people put on up to 10 reg—
isters that are closed," he said.

He was referring to a temporary agreement be—
tween the state and the Alaska State Employees As—
sociation in 19%.

Other than opening up closed registers for admin—
istration employees, they would get no assurances of
a job, Libbey said. "They would get graded and con—
sidered with everybody else on the register,” he said.

About two-thirds of the state"s 15,000 to 16,000 jobs
are filled through the register system. About two
years ago, the state closed most of its job registers to
new applicants.

Libbey said the counseling could be important be—
cause employees may have to make important finan—
cial decisions if they lose their jobs, including how to
handle retirement money and what to do about medi —
cal coverage.

“People have tounderstand what the options are,””
he said.

Usera said the administration is not going t turn
partially exempt or exempt positions unto protected
ones on a mass scale.

"We Fe not playing, let3 reclassify somebody®s
position so we can get them into a classified position
and protect them," Usera said.

“We are making personnel decisions based on
good public policy,””she said. “We Fe not going to
sacrifice integrity and public policy for the benefit of
an individual,"”

cor practice complaint claiming the state should
have negotiated with workers before changing the
definition of residency.

Union acting regional director Bob Provost said
the state was unfair when ftdecided workers® time on
the ferry could not be included in residency calcula—
tions.

"We ¥e got guys who spend 10 months on the Bart—
lett and the Tustumena," said Provost, referring to
ferries working Prince William Sound and Southwest

laska waters. "If they get off the boat and they go
th Mexico for two months, they e not considered res-
lents.”

Doyle said the state followed labor laws in IS res—
idency investigation.

“We donT believe we unilaterally changed the
definition of residency. We believe we acted within
the contractual authority we have,”’she said.

Leaders of the Intemational Organization of Mas —
ters. Mates and Pilots, which represents another 70
ferry workers, did not return calls for comment.
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e ror.y The state has rehired several
ferry workers who were fired last
month for collecting higher pay by
falsely claiming Alaska residency. V ow td- S

Five workers, all apparently li—
censed engineers, were fired in
July for residency claims that
earned them up to an extra $1,100
amonth.

State labor relations spokes—
woman* MilZTD<byi<r*sald” "some -
but not all - of the five are back
on the job after agreeing to accept

. penalties——-------——-——- - .
residency cases _ASome individials have beefr
mretumed ® work under a settle—
ment agreement that includes dis—
ciplinary suspensions and full res—

State settles

titution,” Doyle said Tuesday. >

d"oyle-anrLflUiep-state-efftcials
said confidentiality rules prohibit
them from naming the workers or
reveal ing their jobs or the name of
their union. They also refused to
say how many of the five are back
on the job.

The workers are thought to be
members of the Marine Engineers
Beneficial Association, which rep—
resents about 75 licensed engi—
neers. The union has said it is in—
volved in resolving the dispute,
and officials at the two other feryy
unions have said they are not in—
volved.

The rehired workers have
agreed to repay the extra wages
they earned, Doyle said.

"It3 a significant amount of
money so we will work with each
individual to determine payback,
probably through lump-sum and
some payroll deductions,”” she
said.

Doyle said confidentiality rules
also prevent her from releasing
the amount of money involved in
individual cases. She said today
the rehired workers are to pay a
total of approximately $200,000 in
restitution. Doyle said it covers
wages dating back tApril 1.1990.

The workers also waived their
right to appeal the disciplinary ac—
tion and agreed to be suspended
without pay and benefits at.the fer—
ry system®s convenience, she said.

W ork

ers.,..
Continued from Pago 1

Workers who refused the agree—
ment remain fired and the state
will seek restitution for back
wages, she said.

State officials are also investi—
gating about 45 additional ferry
workers for possible residency
fraud, Doyle said.

Marine Engineers Beneficial
Association  spokesman  Greg
0 Claray also refused.to comment
on specifics of the rehires, saying
that the information isconfidential
because the cases are incomplete.

0 Claray also would not con—
firm whether those rehired were
MEBA members.

State officials have been inves—
tigating allegations of residency
fraud tor about two years. Most of
the 800 or so ferry workers claim
Alaska residency, which brings
them about 20 percent higher
wages than non-residents.

The largest ferry workers
union, the 628-member Inland-
boatmen 3 Union of the Pacific,
has filed a grievance over the in—
vestigation, charging the state
with changing its definition of res—

idency.
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Mr. Michael Dixon ONf

Regional Director

Inlandboatmen’s Union of the Pacific - Alaska Region

231 South Franklin, Suite 201 W 4,
Juneau, Alaska 99801 [fr 1

Dear Mr. Dixon:

As you know, the State of Alaska has been engaged in settlement

discussions regarding the COLDinvestigation with the Unions  representing
vessel employees. ,The State has reached an agreement with the
on settlement provisions. | have enclosed a copy of the provisions
between the two parties believing it may be of interestto the IBU.

In addition, | have also enclosed a list of those employees in the IBU
bargaining unitcurrently under investigation. Please note, while the list
represents an accurate account of those employeescurrently under
investigation, as the investigation continues IBU members may be added to
the list. It is certain that as the investigation continues many of the
employees listed will be cleared of any allegations regarding inappropriate
claiming of COLD payments.

The State will continue to conduct its investigation into this matter.
Employees under investigation will be generally notified that they will be
required to submit to an investigatory interview. When the State is ready
to proceed with the actual interview, the employee will be contacted again
and an interview time and place will be arranged. As you have requested,
as much advance notice as possible will be given to the employee and the
Union. Interviews will be conducted as scheduled unless an employee has
compelling reasons for rescheduling. | would like to remind you that an
employee's sole right to representation under law isto have another
bargaining unit member present, if the employee sorequests, at the time

02-813LH
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of the interview. While every attempt will be made to work with the
Union so that an official IBU representative can be present, unavailability
of an official IBU representative will not be considered a compelling reason
to postpone the interview if an employee's Weingarten Rights can be met

in another way.

| look forward to working with you to draw this investigation to a timely
and effective close. Please contact me as soon as possible to discuss the

terms of this settlement proposal.

Sincerely,

labor Relations Analyst

cc.  Deborah Vogt, Assistant Attorney General, DOL
Pat Gullufsen, Assistant Attorney General, DOL
Jerry Bryant, Internal Auditor, OMB/DAMS
Dave Frieboth, President, 1BU



The Union agrees to withdraw with prejudice its Unfair Labor
Practice Complaint 94-277-ULP filed on January 7, 1994. A
withdrawal with prejudice of the Union's ULP means that the Union
would not file this ULP again before the Alaska Labor Relations
Agency. This withdrawal would not preclude the Union from using
the same grounds or arguments contained in 94-277-ULP as part of a
grievance, arbitration or ULP filed on behalf of an individual Union
member by the Union or filed by an individual Union member. The
Union also agrees to withdraw its class action grievance related to
this issue without precluding an individual Union member from
raising the same arguments in the context of a grievance, arbitration,
or ULP filed by an individual Union member or filed by the Union for
or on behalf of an individual Union member.

The State will not dismiss, nor criminally prosecute, those Members
who the State claims have inappropriately claimed COLD payments
provided those Members agree to the terms of this settlement by
March 1, 1994, Members may choose to participate in the terms of
the settlement on an individual basis. The following terms apply to
those members who agree to the terms of this settlement.

Members will make full restitution of inappropriately*clajmed COLD
payments back to April 1, 1990. Determination of*what) constitutes
inappropriately received payments will be made on a case by case
basis, however, the parties recognize that an employee entering into
the terms of this settlenjent agree that some amount of restitution is
due. If an agreemeny”cannonbe reached as to the amount of COLD
payments that were inappropriately received, the dispute over the
repayment amount will be subject to binding arbitration pursuant to
Rule 14 of the collective bargaining agreement.

Discipline will be administered on a case by case basis. At the very
least, a letter of discipline shall be placed in the employee's
permanent personnel file. No employee shall receive in discipline
more than a thirty (30) day suspension without pay or benefits to be
scheduled over a twelve (12) month period at management's
convenience. Employees do not have to admit to inappropriate

[ conduct, but must accept the level of discipline determined to be
appropriate by the Employer. However, should the Employer
determine that no restitution is due, no discipline will be
administered.



* The member will discontinue collection of COLD payments until such
a time as entitlement to COLD payments is clearly established to the"

AMHS’ satisfaction. —

Any future violation inruivmg an mapjjiu*uaib ulaim of COLD
payments will result in immediate termination and may result in

criminal prosecution.

The State will work with individual Members to negotiate a
reasonable and timely repayment plan. Such a plan may include, at
the employee's option, payments made against accrued leave, future
wages, and/or cash payments.

The Union agrees to actively approach and encourage its members
under investigation to consider the terms of this settlement offer.



iU L ORGANIZATION IIf MASTERS, MATES £ PILOTS

PACIHC MARITIVE REGION

2819 Firsl Avenue, #100 A Seattle, Washington 98121-1126 * Telephone: (206) 441-1070 A FAX: (206) 443-3752

June 6, 1994
MS. MILA DOYLE, Labor Relations Analyst Dept OfAdminiS'[I’ation
Alaska Marine Highway System, Dept of Administration
P.0. Box 110201 JH 91

Juneau, AK. 99811-0201 r I&:Cnof FGS>J t@
action

VIA FAX: (907) 465-2269

Dear Mila,

Enclosed is a list of Licensed Deck Officers requesting coverage by tte\Global Settlement:

h

>0, |

We have all worked very hard on this Settlement; however, we have overlooked establishing a
procedure for those employees who wish to avail themselves of this Settlement It is my feeling
that the above list may be only a partial list since the employees were under the impression that
the State of Alaska would contact them and give them the choice of whether or not to sign onto
the Global Agreement. Hopefully we can agree to an extension of the deadline for this week,
and | will attempt to personally contact any members who may be affected by the COLD issue

by June 10th.

Since you will be interviewing some Licensed Deck Officers at the end of this week, it would be
helpful ifyou would ask them [at that time] if they would like to sign onto the Agreement

Please contact me at my home if you wish (206-778-2501), or at the office during regular
business hours.

CAPTAIN STEVEN J. DEMEROUTIS, Vice President
International Organization of Masters, Mates and Pilots
Pacific Maritime Region

SID:s



Mr.” Emmi Allen Cohen 3
April 29, 1994

The Union agrees to: refrain from filing any class action Unfair Labor
Practice Complaints,!class action grievances, or any other class action
disputes regarding this issue. This would not, however, preclude the
Union from filing a ULP or grievance on behalf of an individual Union

member. (

The State will not dismiss, nor criminally prosecute, those Members
who the State claims have inappropriately claimed COLD payments
jprwid?ti~TEroS"Members agree to the terms of this settlement by
May 16, 1994. ) Members may choose to participate in the terms of
lhe settlemanron an: individual basis. The following terms apply to
those members Whoj,agree to the terms of this settlement.

Members will make ;full restitution of inappropriately claimed COLD
payments back to April 1, 1990. Determination of what constitutes
inappropriately received payments will be made on a case by case
basis, however, the -parties recognize entering into
the terms of this settlement agrees thftLsome aiyounf) of restitution is
claimed by the State!, If anagreement cannoTTrTTeached as to the
amount of COLD payments that were Inappropriately received, the
dispute over the repayment Z tount will be subject to binding

f arbitration pursuant to Rule 1s- of the collective bargaining
agreement. |

Discipline will be administered on a case by case basis. At the very
least if COLD payments are found to have been inappropriately
received, a letter ofjdiscipline shall be placed in the employee's
permanent personnel file.  No employee shall receive in discipline
more than a thirty (30) day suspension without pay or benefits to be
scheduled over a twelve (12) month period at management's

f convenience. Employeesdo cot have to admitto ipapproariala-

( conduct, but must acceptthe level of discipline determined to be
appropriate by the Employer. However, should the Employer
determine that no restitution is due, no discipline will be
administered.

The member will discontinue collection of COLD payments until such
a time as entitlement to COLD payments is clearly established to the
AMHS' satisfaction or is awarded by an arbitrator.
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Mr. Ernest Allen Cohen
April 29. 1994

. Any future violation; involving a fraudulent claim of COLD payments
will result in immediate termination and may result in criminal
prosecution. :

. The State will work' with individual Members to negotiate a
reasonable and timely repayment plan. Such a plan may include, at
the employee's option, payments made against accrued leave, future

wages, and/or cash mayments.

& The Union agrees to actively approach and encourage its members
under investigation to consider the terms of this settlement offer.

& All determinations regarding an employee's eligibility for COLD
payments made by the State or by an Arbitrator, shall be made
in accordance with the collective bargaining agreement, the
terms of this agreement, and Alaska Law including case law

and statute.

For the State of Alaska: For the International
Organization of Masters, Mates &
Pilots:

Nancy Bear Usera
Commissioner

Date



COLD INVESTIGATION
Accumulated expenses to date
August 25, 1995

Shortly after the Hickle efficiency team reviewer (Reynolds) identified tliis area
as a situation deserving investigation the Labor Relations Steering Committee
placed this topic on their agenda. The members of this committee were Usera,
Stastney, Sandor and Turpin. | was not able to verify the exact amount of time
spent by this group on this topic but the Labor Relations Manager thinks it is
fair and conservative to estimate that, over time, they spent a least a week on this
topic.

Labor Relations Steering Committee $ 8,256

In 1992 an oversight group was established and they spent about a week drafting letters and
notifying the employees of the pending investigation. This group included personnel from the
Departments of Law, Administration (LR), Transportation (AML) and OMB.

Oversight Group $9,132

In August, 1992 a working group set out to investigate and that group included personnel from
the Departments of Law. Administration, Transportation and OMB. The following is a
breakdown of those costs:

Administration

Travel (LR staff) $ 8,624
Travel (Investigator trip) 1,096
Travel (Gullufsen) 3,373
StaffTime (LR) 73,101
StaffTime (Comm Office) 9,380
Document Prep 1,200
*Special Investigator 30,000

Total $ 126,774

*The special Investigator contract included cost for services & travel
and was paid for with a $20.0 RSA from DOT/PF and a $10.0 RSA
from OMB

Transportation
Travel $ -0-

StaffTime 5023
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Law
Travel $ 1,700
StaffTime 60,747

Total $ 62,447
Note 1; Law cannot determine Geldorfs time

Note 2: DOT paid Law $8,000 and those dollars are not included
In the DOT costs listed here

OMB
Travel $ -0-
StaffTime 40,269

Total $ 40,269

The final work began in December 1994 defined as “dispute resolution” phase and has basically
involved the Department of Administration (LR).

Administration

Travel $7,129
StaffTime 45,077
Other  (Late fees) 600

Total $ 52,806

The sunk costs for this “project” as listed above are $ 299,684.

prepared by: Chris Parce
CC. none
be: none



COLD
Cost Avoidance
August 25, 1995

There were originally 20 cases to arbitrate and to date 4 cases have been completed, leaving 16
unsettled.

The “rule of thumb” cost for arbitration is $2200 per day and these cases will require 23 days to
arbitrate. Labor Relations has a win/loss ratio of about 50% so we would only pay approximately
half these costs. The cost for continuing on at this time based on this information is as follows:

Arbj t 50,600 @50%)  $25,200
' SHffie

Art Chance 2 months 12,695
Mila Doyle 2 months 10,102
Travel (1 2day trip for 2 to Anch) 1,650

Total $49,747

In addition to these known cost there is the possibility that an action would be brought before the
Supreme court and we do not know what that would cost the State of Alaska.

prepared by: Chris Parce C%j)
cC: none
be: none
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Alaska JStaie "Megislature I

REPRESENTATIVE BILL HUDSON

February 15, 1994

Nancy Bear Usera
Commissioner

Department of Administration
P.O. Box 110200

Juneau, AK 99811-0200

Dear Commissioner Usera:

The attached packet of letters and material to and from my old
friend and constituent, Ervin L. Hagerup, is proof positive that
the ongoing investigation of Alaska residency has touched a raw

nerve.
Erv was born and raised in Juneau. He came up through the ranks
and | believe, may be the best-capta-in-we-have—-in the fleet. | f

read himrighh-,—heTeels as though he is being intxmidated and

Jerh"ps"‘thfeatened

Il don't want to judge his guilt or innocence, Commissioner, but |

would appreciate your looking into the process. I believe Erv is
now, and has been, a resident of Alaska. He does spend weeks, even
months on his ship. Surely we don't discount an Alaskan's time at_

sea from time required for residency.

jmmissioner, please tcike__a—-leok”~at® this and perhaps we can/
improve the~~process artpi stilT~get to the cheaters.

Respectfully,
B ill Hudson

BH/db

Attachment

o, AAKES CRAA Ty



WALTER J. HICKEL, GOVERNOR

7 [1.«S |/

DEPARTMENT OF ADMINISTRATION P.0. BOX 110200
JUNEAU. ALASKA S59811-0200
FAX: 907) 465-2496

March 1, 1994

The Honorable B ill Hudson
Alaska State Representative
State Capitol

Juneau, AK 99801-1182

Dear Representative Hudson:

This is in response to your letter dated February 15, 1994, re -
garding the Cost of Living D ifferential (COLD) investigation cur-

rently being conducted by the Departments of Administration, Law,
Transportation and Public Facilities, and the O ffice of Management
and Budget. | appreciate your interest in the investigation and
would like to address the concerns you raised.

Let me begin by saying that | am aware that the COLD investigation
has not been well accepted by some of the vessel employees working
for the Alaska Marine Highway System. As you know, there are ap-
proximately 1,000 employees working aboard the ferries, some of
whom feel their personal integrity has been questioned during the
course of this investigation. We believe, however, that most em-
ployees share our concern that it is wunfair for some to improperly
take benefits to which they are not entitled. This results in an

unwarranted negative imp'-ression on the entire system.

An investigation of this magnitude 1is difficult to conduct without

controversy, and | w ill be the first to admit there may have been
better ways to approach the problem in order to conclude the pro-
cess more expeditiously. However, let me assure you that my staff

are doing their level best to bring this investigation to a close
in an effective and e fficient manner.

To date, 900 of the 1,000 employees have had their COLD status
verified as appropriate and we are anxious to resolve the remain-
ing outstanding cases. If Captain Hagerup desires to conclude his
portion of this investigation quickly, he may contact Mila Doyle
in the Labor Relations Section (465-3812) to arrange a meeting to
verify his residency.

You also may be interested to know that by insuring proper alloca-
tion, the Alaska Marine Highway System is now saving over $20,000

per month in COLD payments.



Please feel free to contact me directly if I can offer any additional
information on this subject.

Sincerely,

Usera
Commissic/ner

cc:  Dianne Corso, Labor Relations Manager, DOA
Legislative Liaison
Office of the Governor
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A laska State Legislature
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MEMORANDUM

Greg Dronkert, Director
Alaska Marine Highway System

-1
FROM: Senator Robin L. Taylor (t-

DATE:; 3/15/94
REF: Attached Letter

Without getting into the substance of Mr. Crueger's
circumstances, please advise how much _prehmmarig
Investigation is done on allegations such as this before the
decision Is made to send a letter such as he received.

| would also hope the AMHS will take Mr. Crueger's physical
condition into account while proceeding with this matter.

Thank ycu :n advance for your prompt reply.

ei—i— o * KuDfMMof « Mtytn Chuck < Petersburg « Saxnun < Sitka * Wrangell



WALTER J. HICKEL, GOVERNOR

" ADMINISTRATION Jp,o,Boxnozoo 1
Zﬂm PHONE: {907?465-2200
FAX:  (907) 4S5-2496

April 11, 1994

Senator Robin Taylor

Alaska State Legislature
State Capitol, Room C-30
Juneau, Alaska 99801-1 182

Dear Senator Taylor:

This is in response to your March 15, 1994, memorandum to Greg Dronkert
regarding Mr. Richard Crueger and the Cost of Living Differential (COLD)

investigation.

To answer your initial question, Mr. Crueger, along with the other Alaska
Marine Highway System vessel employees receiving COLD payments, was
asked to supply documentation verifying that he maintained his principle
place of abode within the state of Alaska. In Mr. Crueger's case, the
documentation provided was not adequate for the team reviewing
individual case files to determine that he in fact lived in Ketchikan. Mr.
Cfueger was one of approximately one hundred employees notified on
February 24, 1994, that they were under continued investigation to
determine whether they were properly receiving COLD payments. On
March 5, 1994, Mr. Crueger was asked to provide additional documentation
to clarify his situation. He did so and on April- 7, 1994, a letter was sent to
Mr. Crueger indicating that he was eligible to receive COLD payments.

| fully understand that the COLD investigation has been difficult for s me
AMHS employees and | apologize for any problems il may have caused Mr.
Crueger. However, there are employees who are abusing the system and it
is critical that the State review individual cases and certify eligibility for
COLD payments in a consistent manner. Mr. Crueger's prompt cooperation
helped to clear up any remaining questions regarding his eligibility for
COLD.



Please feel free to contact me directly if | can offer any additional
information on this subject. No—

[ Sincerely,

NancyBea” Usera
CommissioTier

cc.  Dianne Corso, Labor Relations Manager, DOA
Legislative Liaison
Office of the Governor



MEMORANDUM State of Alaska

DepartmentofTransportation & Public Facilities
Office ofthe Commissioner

TO: Nancy .US.era DATE: Aprll K ].9g4
Commissioner o
Department of Administraton FILE NO:
TELEPHONE NO: 465-3901
TEXT TELEPHONE: 465-3652
FAX NUMBER: 586-8365
from: b.A Campbell / - subject: COLD Investigation
Commissione:

Attached is an inquiry'from Senator Robin Taylor regarding the COLD |
investigation. Since DO/, is handling this, we are forwarding the inquiry to
you.

| have also attached a copy of my response to Senator Taylor.

Attachments

" APR 7 19%
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3132 CHANNEL DRIVE
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CHEFHEEMENR PHONE:  (%07) 465-3900
April 5. 1994

Senator Robin L. Taylor

Alaska State Legislature

State Capitol, Room C-30

Juneau, Alaska 99801-1182

Dear -Senator-Taylor; T1S

This is in response to your March 15 memo regarding a communication
from Mr. Richard Crue%er, an AMHS employee. Mr. Crueger's letter relates
problems associated with the COLD investigations.

The Department of Administration is responsible for the COLD investigation.
The Department of Transportation and Public Facilities is not involved.

Hence, | am forwarding your memo to Commissioner Usera and requesting
that she respond to yod.

Sincerely,

B.A. Campbell
Commissioner

cc.:  Nancy Bear Usera, Commissioner, Department of Administration

2SA-T3JLH



TONY KNOWLES, GOVERNOR

DEPARTMENT OF LAW PO, BOX 110300
e s e
CFFICEO?IT-ENTCR\E{CE\IEFA_ FAX 59073465-2075

April 24, 1996

The Honorable Mark Hanley

Alaska House of Representatives
Co-Chair, House Finance Committee
State Capitol, Room 507

Juneau, AK 99801

Dear Representative Hanley:

| understand that CSSCR 29 (FIN)am, “Objecting to the Department of
Administration’s settlement with certain employees of the Alaska marine highway system"
IS to be heard today by the House Finance Committee. Among other resolves, this
Resolution calls upon me to appoint a special investigator to investigate whether the
"actions and decisions of the Department of Administration" leading to the cost of living
differential settlement violates the Executive Branch Ethics Act. Under the resolve, | am
to report to President Pearce and Speaker Phillips no later than April 24, 1996, concerning
this investigation.

Because this resolve would require me to ignore my statutory duties under
the Ethics Act, | urge the committee to delete it from the resolution.

First, under the Ethics Act, an ethics investigation is initiated by a complaint
regarding the conduct of a public officer. AS 39.52.310. No complaint against any public
officer relating to this matter has been filed.

Second, the resolve requests that I appoint a special investigator. Under the
Ethics Act, the attorney general must review and investigate alleged ethics violations. The
Ethics Act clearly specifies the circumstances in which independent counsel must be
retained to investigate an ethics complaint: when a complaint alleges a violation by “the
governor, lieutenant governor, or the attorney general." AS 39.52.310(c). In these
circumstances, the independent counsel is to be appointed by the Personnel Board, not the
attorney general. 10l In this case, the ethics investigation does not appear to involve the
governor, lieutenant governor, or the attorney general.

03-C32LH printed on recycled paper by C.D



The Honorable Mark Hanley April 24, 1996
Page 2

Third, Ethics Act investigations are confidential. AS 39.52.340. The
resolve seems to contemplate a procedure in which the attorney general and the
independent counsel participate in a public ethics investigation.

Fourth, the Ethics Act does not authorize me to present the findings of an
investigation to officers of the legislature.

Finally, the Executive Branch Ethics Act does not allow a public officer to
intentionally provide unwarranted treatment for any person. AS 39.52.120(a). Under the
Ethics Act regulations, improperly deviating from normal procedures may constitute
unwarranted treatment in violation of the statute. 9 AAC 52.050(a)(1). As I have
explained, if | followed the directive of the resolve, | would be deviating from the statutory
Ethics Act investigatory procedures.

Aside from these legal deficiencies, | am compelled to express my
disappointment in this use of the Ethics Act. It is important that state employees and the
public obey and respect the dictates of the Executive Branch Ethics Act. | implore the
legislature to refrain from trying to use the Act as a partisan political tool.

Very truly yours,

Attorney General

BMB:kh
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CS FOR SENATE CONCURRENT RESOLUTION NO. 29( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE
A RESOLUTION

Objecting to the Department of Administration's settlement with certain employees

of the Alaska marine highway system.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the labor relations section in the Department of Administration determined
after investigation that several employees of the Alaska marine highway system had
intentionally defrauded the state of approximately $800,000 between 1990 and 1994 by
claiming to be state residents for purposes of receiving the cost-of-living differential that is
available only to state residents; and

WHEREAS these acts of deception are punishable under state law as criminal fraud;
and

WHEREAS the commissioner of administration and the Marine Engineers Benevolent

Association, which represents these employees, have entered into a settlement agreement
requiring the employees to reimburse the state for less than 15 cents on the dollar for the extra
compensation they claimed and received; and

WHEREAS the settlement terms provide that no offending employee will be
prosecuted for these offenses and that the offending employees may continue to work for the

(SR )
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marine highway system without suspension, so long as they do not reoffend; and

WHEREAS the Department of Administration did not consult with or inform the slate
legislature or the general public before it entered into negotiations with the bargaining
organization or agreed to these settlement terms; and

WHEREAS the settlement appears excessively lenient given the intentional fraud
alleged against the employees; and

WHEREAS the settlement deprives the people of the state of the repayment of money
to which the state is rightfully entitled, thereby reducing the revenue of the state; and

WHEREAS the monetary terms of an agreement reached under authority of the Public
Employment Relations Act arc subject to legislative funding under AS 23.40.215(a) and
legislative approval under AS 23.40.215(b);

BE IT RESOLVED that the Alaska State Legislature disapproves the settlement
agreement reached between the Department of Administration and the Marine Engineers
Benevolent Association on behalf of certain employees of the Alaska marine highway system
and respectfully instructs the governor that the legislature does not authorize the agreement;
and be it

FURTHER RESOLVED that the commissioner of administration should refrain from
engaging in any further settlement discussions with the Marine Engineers Benevolent
Association, the International Association of Masters, Mates, and Pilots, or the
Inlandboatmen's Union of the Pacific aimed at reducing any sum considered to be owed to the
state by any member of one of those collective hargaining organizations because of an
inappropriately claimed resident cost-of-living differential; and be it

FURTHER RESOLVED that the Department of Administration and the Alaska
marine highway system take all measures available to them under law or contract to secure
repayment of all sums owed to the state relating to the cost-of-Jiving differential; and be it

FURTHER RESOLVED that the Alaska State Legislature requests that the attorney
general appoint a special investigator to conduct an investigation into the actions and decisions
of the Department of Administration leading to the settlement between the commissioner of
administration and the Marine Engineers Benevolent Association to determine whether the
agreement violates AS 39.52.120(a) or any other statutory or regulatory provisions. The
special investigator shall report to the President of the Senate and the Speaker of the House

(SR )
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of Representatives no later than April 15, 1996, concerning the results of that investigation.
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To: TunAyers
Chiefof Staff

From: Mark Boyer »
Department of Administration

Date: June 30, 1995

Subject: MEBA

| apologize for thia method of communication, however, due to your schedule and my needing to
be out of town next week and a decision on this request needing to be made by July 12, here it s

On the 26tiiofJune Greg O’Clary, Bud Jacque, and TomLehey ofMEBA approached me with
a once and fbr all settlement of the eleven COLD cases phis Faro.

As you may recall, there were eight MEBA members who opted for the “global” settlement
which provided for no arbitration of non-monetaiy terms. Three additional members have
arbitration rights remaining and then there is Faro who arbitrated and lost before Dorsey earlier

in the spring.

MEBA proposes that we drop, completely, the Baxter and Whalen cases. Both have arbitration
gghts, axter, the so called poster child case. Baxter, asyou can see from the attached run owes
7,139., Whalen, S24,572." Additionally, they proEoset at we levee a fine instead of restitution

on only ten percent of the total outstandln%ﬁx_cept axter and Whalen. _As_You cansee, asa
ﬁroup hey owe the state over $430,000. Additionally, each has been hit with suspensions 0f 252

ours, which they also want suspended because none of the suspensions have been ﬁlven and

Iven their costs to implement, they would hurt the system more than value it. Finally, they want

aro hack to work. They don’t care at what level, theyjust want him back to work. “They do
a?free that he must folly repay his restitution. As you noted the other day, anything we do here
affects MMP and those numbers are also provided for your information.

| ran the proposal by labor relations, any guess on their thoughts? | also ranit by AMHS,
Hayden and Cummings, they likewise are very opposed to this type of settlement.  Since it was
Pat Gullafsonwho drafted my response to their first salvo to me earlier in the spring and has
handled these issues including the Faro arbitration, I.raa it by him aswell. He has no problem
with letting Baxter qo. He wants to make it absolutely clear; fiat none of these quys will get
COLD payments unless and until they can prove their new ehglblllty. Generally he thinks the
ten percent deal stinks and he is almast violent at tho thought at Faro going back to work. We
won that one fair and square—at no small cost to the state at arbitration.

Mfy question to you is whether or not you,know of some compelling reason to pursue a majlorl
ofthese-cases. [s there a political need which can be met. Doesit outw\e/{/c;]h the- political fallou
which might occur from.legitimate Alaskans who seothese ?u s skate. \Whatis the press-
fallout? Is there areal benefitin helping Bud Jacque or Joel Behm deliver for their guys in an
electionyear? I don’t know. | feel generally-that we might have an interest in settling at some
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leveljust to get the issue beyoad us. | agree with you that this whole deal was handled by the
past administration with a drfcrerct level of zeal than was perhaps necessary. | am looking for
some guidance, not a decision, | can be responsible for that. Pm out until July 11. The union
wants a decision by July 12. I really only need to know whether or not you think a settlement is
in order and if so, some general guidelines on how generous to be. Ifyou wantto have a
discussion on the subject with the guys, Gullafton, Cummings, Koivuneimi, and Corao should be
involved. 1'd appreciate your getting something to rao by July 11 either in writing, through one

of these guys or by voice mail.

Thanks.
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SENT BY!FAIRBANKS

COLD Ivv. $
. £-9-9r

COLD - Restitution vs. Leave Accruals ,
Neme BU |Restitution Leave Accrual Difference
Anthony 1 BAXTER  |ME3A $47,139.59 $15,858.85 $31,482.74
John R. HASSELL MEBA $38,405.40 S11.848.68 $26, 558.78
Loui9L JONES MEBA $50,808.03 $29,433.22 $21374.81
Dennis C. LEPONIS MEBA $44, 929.49 $28,185.92 $18,743,57
John C. LOCKERT MEBA $52,803.15 « $44267.81 $8,635.34
AnthongJ. MARINICH  MEBA $42, 328.99 $5438.88 $38,890.1 1
Robert SEIDMAN MEBA §22,965.37 -h $22,965.37 $0.00
Scott ESIME MEBA $52903.15 $37,770.29 $15,132.86
Ronald E. WHALEN MEBA $24, 572.56 $17,126.15 $7,446 41
Stephen G. WHITE MEBA $54.008.10 $26,435.28 $27,572.82

$430,963.89 $237,128.45 $193,835.44
Henry KANDREASEN MVP $34.891.91 56.458.57 $28,433.34
Georﬂe M BRERETON  MVP $27.372.80 510.580.32 $16,792.48
Farrell J. BROWN MvP $32,138.26 $21,037.11 $11,099.15
Ervin L HAGERUP M/P $48113.58 $0,887. $38,245.72
-tISUUBI UMINOCH TiTT- 5 UjTul 3]0 u0dl j hj2e
WillamJ, LYNESS ~ MVP $1770028 N $17700.28 5000
John A MCMAHON MvP §25,143.28 $9,851.62 $15,491.68
PeterJ. McCMAHON MVP $13, 803.87 $10,255.91 S3,547.76
Gregory K. STYRK MVP $33, 017.41 $8,240.54 $24, 776 87

' $282,588.52 $94 781.92 $187.824.60
$713,550,41 $331,890.37 $381,860.04
feldA
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SENATE COMMITTEE REPORT

DATE: 1/16/95

Date of 5-Day Notice: I-d-~~/
(n accordance with Uniform Rule 23)

Resources Committee considered  SJR 3
a~<
Opposnigllie barr-©a4he export of Alaska

DATE TURNED » o _
INTO OFFICE:

remove restraints; requesUng-the~Cohgress to pa”s iegisratturrttrpeiTfti'Tth&-export-nf Alaska Nnrtl
Stépe=erude:oi4-aod-urg§ing-t-he-Rmsiden-t-o0,4be/Unitod-States-to-supportthelegislation'to-lifMhe

ban.

and recommends:

| | bereplaced with__

| | adopt previous _ CS
1W/'attached amendment(s)

| | adopt Letter of Intent by

| | further referral to the

SIGNING WITH RECOMMENDATIONS:

NEW FISCAL NOTE(S):

Department Date Zero /Fiscal

t-mf to

N

[ | APPROPRATION - rofisd e

Senate Bill:

| | same title

| ) new title
Mouse Bill:

| | technical change
new: SCR"

)

Committee
Committee

PREVIOUS FISCAL NOTE 82:*

Department ate Zero  Fiscal

~include fiscal notes accompnning Governor's bill



January 26, 1995

The Honorable Steve Frank
The Honorable Rick Halford
Senate Finance

Alaska State Legislature
State Capitol, Rm. 518
Juneau, AK 99801-1182

Dear Senators Frank and Halford:

The enclosed memorandum from Mr. Chuck Logsdon, Department of Revenue,

Oil and Gas Division is sub j to clarify statements which he presented on January
20th to the Senate Finance 1 N'j
P
Sincerely,, (A)

Administrative Services Divis:on

95-004

Enclosure

04-DJLH



Apparently there is some confusion over my response to a question about the value of
the ANS Export Ban during my testimony before the Senate Finance committee. As | recall
| gave a several part response in which | mentioned that one, albeit very rough, way of
making the estimate would be to look at the price difference between ANS at the West and
ANS at the Gulf. Currently this spread is atout $.50/bbl or using the rule of thumb of $130
million in general fund unrestricted revenue foi every $1.00/bbl, this would be $65 million.

The other thing | stated was that even if the price on the West and Gulf were the
same, the transportation cost savings alone would account for $20 million in additional
revenues.

The fiscal note | prepared for SJR 3 estimates benefits of $80 million and uses current
prices and transportation costs. The estimate was arrived at as follows:

ANS Price Before Export Ban Lifted ANS Price After Export Ban Lifted
less Tanker Cost less Tanker Cost

Gulf West Japan West

16.90 16.40 16.65 16.90

-3.30 -1.20 L -1.20

13.60 15.20 14.95 15.70
Weighted Average Net -- 14.96 Weighted Average Net = 15.59
(85% West, 15% Gulf) (85% W est, 15% Japan)

Impact on Wellhead = 15.69-14.96 = $.63/bbl or Revenue = 130 * .63 = 81.575 million

Transportation Effect

$3.30
less 1.70
1.60 gross transport savings /bbl
less .25 (lower price in Japan than U.S. Gulf since Middle East closer to Japan)
1.35 net transport savings /bbl
* 15

0.2025 net impact on ANS wellhead (15% shipped to Japan)
Total Transport benefit by the rule of thumb = 130*.2025 = $26,325 million

ENCLOSURE ()



Bob Baratko
January 26, 1995
Page 2

Price Effect
$16.90 after export price
less 16.40 before export price
0.50 gross increase in sales price

* 85
425 net impact of higher price on ANS wellhead (85% shipped to West)

Total Price Effect benefit by the rule of thumb = 130*.425 = $55.25 million
The fiscal note prepared for SJR 3 goes to zero at that point at which our forecast of

ANS production declines to the point that there is no longer a surplus of ANS for sale on the
West Coast in the second half of FY 1997.

Finally please note that at a minimum, regardless of the price of oil we would achieve
a $26,325 million increase in revenues if the ban were lifted in FY 1996.

ENCLOSURE()



FISCALNOTE  HVkon sure

STAIECFAAXA

1995 LEGISLATIVE SESSION

Revision Date: 1/23/9%5 o

Title: \ resolution urging the lifting of the ANS
exoort ban

Sponsor: Ellis. Duncan. Kellv. et.al.

Requester: Ellis

ExBendnures/Revenues

OPERATING EXPENDITURES FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0

CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( ) 80.000.0

FI'ND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF ¢
1005 GF/Pro%lram Receipts
1006 GF/MHTIA

Qther
TOTAL 0.0

Estimate of any current year (FY95) cost: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:

(Attach a separate page if necessary)

(?) Publish Date: £-/k /"5

Dept. Affected:
[BRU: o
Component.__

COMPONENT SERIAL NO.
(Thousands of Dollars!

FY 37 FY 98 FY 99 FY 00 FY 01

0.0 0.0 0.0 0.0 0.0

40.000.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0 0.0

If the export ban were lifted, Alaska North Slope oil (ANS) in excess of U.S. West Coast needs could be
shipped to the Far East instead of making the long and costly trip via Panama to the U.S. Gulf Coast.
Assuming current prices and transportation costs mandating use of Jones Act tankers, lifting the ban
would increase the wellhead value of ANS by over$.50/bbl and thus increase State taxes and royalties.
The window of opportunity to enhance State revenues by lifting the export ban is closing. ANS
production is projected to continue to decrease so that the West Coast surplus of ANS is projected to
disappear by FY 1997. When the West Coast ANS surplus disappears so will the direct benefit to the

state treasury from lifting the export ban.

Prepared by: John Pilkinton

Division: Oil and Gas Audit Division

Approved by Commissioner:
Agency:

Deborah Vogt

Phone:  277-5627
Date;  .1/25/95 /

Date: m m

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governors legislative Office

(Rev 10/94) 95fisno.xJs/DBR

Page lof1



AMENDMENT

OFFERED IN THE SENATE
TO: SJR3

Page 2, Lire 6:
after “df the taxes” INSERT: and royalty

Page 2, Lire 8:
DELETE: [$1,000,000,000]
INSERT: $290.000.000

DELETE: [$1.10]
INSERT: $0.50

BY SENATOR LEMAN









[ o
SENATE FINANCE COMMITTEE REPORT

ren %k j
DATE: 1/26/96 FURTHER: S1o -

DATE TURNED INTO OFFICE: < 3-8*
The Finance Committee considered SPONSOR SUBSTITUTE FOR SJR 14

Relating to the confirmation of board members managing trieAlaska permanent fund.

and recommends: Senate Bill:

y f be replaced with ( ruuf ) [(IV-?‘I]@\W%H&IE
House Bill:

[ ] adopt previous CS ( ) [ ] same title
technical change

[ ] attached amendment(s) [ new: SCR"

[ ] adopt Letter of Intent by Committee

[ ] further referral to the Committee

[ ] APPROPRIATION —no fiscal note "vde s s sy Goaras i



FISCAL NOTE

STATE OF ALASKA BILL NO. SJR 14
1996 LEGISLATIVE SESSION

Revision Date:  1/23/9% Dept. Affected: Office of the Governor
Title: Constitutional Amendement Re: Confirmation BRU: Elective Operations

of members of public corporations Component: General and Primary Elections
Sponsor Senator Halford

Requester: Senator Taylor COMPONENT SERIAL NO. 22

Expenditures/Revenues
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 100 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 2.2
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 2.2 0.0 on 0.0 0.0 0G

CAPITAL EXPENDITURES
ICHANGE IN REVENUES ( ) f

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF 22

1005 GF/Progratn Receipts

1037 GF/Mental Health

Other

TOTAL 22 00 00 00r 0.0 00
Estimate of any current year (FY96) cost: { 0.0

POSITIONS

FULL-TIME 0

PART-TIME 0

TEMPORARY 0

ANALYSIS: (Attach a separate page if necessary)

This figure includes the cost of providing information about this issue in the Official Ejection Pamphlet as

required by AS 15.58, and the programming costs for counting votes cast on the measure. However, only
four measures can be printed cn a single ballot card. If this measure requires printing an additional ballo

card, the costs will inc.ease by §53.4.

Prepared by: Dana LaTour A Phone:  465-5347
Division: Division of Elections Date: 1/23/96
Approved by r.

Commissioner. Lt Governor Fran Ulm Date: 1/23/9%6
Agency: Office of the Lt Governor N

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVER ~ "S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative uffice
(Rev 11/95) 96f(snot.xIssDBR Page 1 of 1
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CS FOR SPONSOR SUBSTITUTE FOR SENATE JOINT RESOLUTION NO. 14(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsorfs): SENATORS HALFORD, Frank, Green, Kelly, Leman, Miller, Pearce, Riegcr, Sharp,
Taylor, Torgerson, Phillips

A RESOLUTION
Proposing amendments to the Constitution of the State of Alaska relating to

certain public corporations.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Article IE, sec. 26, Constitution of the State of Alaska, is amended to read:
SECTION 26. BOARDS AND COIMMISSIONS. fa! Except as provided in

(b) of this section, when [WHEN] a board or commission is at the head of a
principal department or a regulatory or quasi-judicial agency, or at the head of a
public corporation that manages State assets, its members shall be appointed by the
governor, subject to confirmation by a majority of the members of the legislature in
joint, session, and may be removed as provided by law. They shall be citizens of the
United States. The board or commission may appoint a principal executive officer
when authorized by law, but the appointment shall be subject to the approval of the
— governor. e
* Sec. 2. Article IH, sec. 26, Constitution of the State of Alaska, is amended by adding a new

subsection to read:
IM this section is inapplicable to a

CSSSSIR 14(FIN)



WK CRAFT WORK CRAFT WO CRAT

public corporation based on the type or value, or both, of the State assets that arc
managed by the public corporation.
* Sec. 3. The amendments proposed by this resolution shall be placed before the voters of
the state at the next general election in conformity with art. Xm, sec. 1, Constitution of the State
of Alaska, and the election laws of the state.

Ay q
Is) llecs' a-7"

CSSSSIR 14(FIN) 2.
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SENATE FINANCE
COMMITTEE / 9-L50480\0.3 »
Amendment Number: . Lauterbach
Bill Number: 217196
Sponsor Date” g
Logged Im  JE——
OFFERED IN THE SENATE BY SENATOR DONLEY
TO: SSSJR 14
1 Page 1 line 1, through page 2, line 7:
2 Delete all material.
3 Insert "Proposing an amendment to the Constitution of the State of Alaska
4 relating to certain public corporations.
5 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
6 * Section 1. Article 1Q, sec. 26, Constitution of the State of Alaskc, is amended to read:
7 SECTION 26. BOARDS AND COMMISSIONS. When a board or
8 commission is at the head of a principal department or a regulatory or quasi-judicial
9 agency, or at the head of a public corporation that manages State assets, its
10 members shall be appointed by the governor, subject to confirmation by a majority
11 of the members of the legislature in joint session, and may be removed as provided
12 by law. They shall be citizens of the United States. The board or commission may
13 appoint a principal executive officer when authorized by law, but the appointment
14 shall be subject to the approval of the governor. With respect to public
15 corporations, the legislature may bv lav/ ﬁ?ntljt ?ﬁe applicability of aB-pp-part-of-
16 this section based on the type or value, or both, of the State assets that are
17 managed bv the public corporation.
18 * Sec. 2. The amendment proposed by this resolution shall be placed before the voters of
19 the state at the next general election in conformity with art. XHI, sec. 1, Constitution of the

N
o

adop-tfcl

State of Alaska, and the election laws of the state."



