cCoMMI TTEE R EPORT

HOUSE
1/20/84 Date - I- 1 -S
The Committee on FINANCE has had HB 478

"An Act relating to the permanent fund dividend distribution program;

and providing for an effective ddto."

under consideration and recommends

[ ] same title

[/] do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)
[ 1 replace with CS for [ J new title

and recommends

[ 1 AND attaches a "Letter of Intent” -~Wew* Fiscal Not

[ 1 Zero Fiscal Note Attached
[ ] reports it back without recommendation
L 1] referred to the Commi ttee
MEMBERS T"IGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

"M f JFelhJMiej>— i

A E

Cs-

A /.
Smm"IS *"?,

5

" 0-"Z&sl—
CHAIRMAN



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Introduced: 1/9/84
Referred: State Affairs and

Finance
BY ADAMS, M.M.MILLER,
IN THE HOUSE DUNCAN AND GRUSSENDORF
HOUSE BILL NO. 478
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "Ai. Act relating to the permanent fund dividend

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

* Section 1. Notwithstanding the provisions of AS 43.23 and the regula-
tions adopted under that chapter by the Department of Revenue relating to
eligibility and application deadlines for 1983 permanent fund dividends,
the time period for an Alaska resident applying for a 1983 peimanent fund
dividend iIs extended to May 15, 1984 for applicants who met the sSiXx month
residency requirement on March 31, 1933. A 1983 permanent fund dividend
paid to an individual who applies during the extended period may not be
paid from money appropriated or otherwise allocated for permanent fund
dividends for years other than 1983. The Department of Revenue may not pay
1383 dividends to applicants who file during the extended period until
after March 1, 1984. The Department of Revenue may adopt regulations to
implement this section.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).
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1/16/84
PFD

HB 478

Analysis

Since the majority of the expenditures for the reopening of the filing
period would be in FY 84, a fiscal note which would be effective July 1,
1984 would be inappropriate. Rather, a special appropriation with a June
30, 1985 lapse date would allow the funds to be expended in FY 84 and
early FY 85 as the legislation would require.

The attached schedule presents the total special appropriation required,
with an allocation for dividends and a second allocation to cover the
administrative expense of the Department of Revenue for administering the
reopening. This summary schedule and the detailed schedules prtsented
for each of the three operational divisions involved in the PFD program
are based on the following key assumptions:

1) The legislation and the special appropriation is signed into law
by the end of February, 1984.

2) The Department of Revenue is to pay or deny all applicants
filing during the extended period by June 30, 1984. This
expedited processing minimizes the possibility of public
confusion between the 1983 reopening and the 1984 PFD filing
requirement. The 1984 filing period is from June 1 through
September 30, 1984. Any overlap of these two periods is going
to create a great deal of unnecessary confusion and resultant
additional costs to the program.

3) All estimates are based on a conservative estimate of the
potential late filers of 30,000, roughly the difference between
the number of 1982 applicants and the number of timely-filed
1983 applicants. If, in fact the total applicants turns out to
be less, some co”ts, such as personal services in Administrative
Services and Enforcement and data processing will be less.

Other expenditures, such as forms cost, rural assistance and
advertising will have already been made. It is the intention of
the Department that all administrative costs appropriated be
separately accounted for and any balances lapsed when the
program is completed.



HB 478

Extension of 1983 PFD Filing Period

PFD BRU

Summary of estimated additional
January 16, 1984

Direct costs of additional dividends
(Estimated 30,000 applicants X $386.15)

Administrative costs of reopening and expedited processing:

Administrative Services Division
(Application processing, data processing)

Public Services Division (Rural assistance
outreach program, statewide advertising,
Service Center assistance, telephone
assistance)

Enforcement Division (Review and investi—
gation of potential fraudulent/erroneously
filed applications)

TOTAL administrative costs

TOTAL estimated additional cost of reopening 1983
filing period

$102,438

$132,300

$112,896



HB 478
Extension of 1983 PFD Filincj Period
PFD BRU Estimated Additional Cost
Administrative Services Division
January 16, 1984

The Administrative Services Division is responsible for the physical processing of PFD
applications, from opening the incoming mail to releasing the actual checks. This includes
batching, microfilming, date-stamping, affixing a document locator number for later
retrieval, reviewing for errors and completeness and coding for data capture. The division
is also responsible for forms production and management, designing, creating, modifying and
maintaining the myriad data processing programs that make up the PFD data processing system
and for processing, balancing and certifying the actual check runs, including all accounting
functions, and cancellation and subsequent reissue of returned warrants.

Although the majority of the extra processing effort would be absorbed by existing staff,
there are certain direct costs that are unavoidable such as forms cost and postage. Also,
since this represents an additional demand on the Department of Administration®s mainframe
computer, the Department of Revenue would be billed for the additional CPU run time. This
amount of $62,784 would be transferred to the Department of Administration by a reimbursable
services agreement based on actual use.

To expedite the processing, so that all applications would be on file, reviewed, and either
paid or denied by June 30, 1984, three part-time employees are needed from approximately
March 1 through June 30, 1984 at a total cost of $21,354.

The schedule below details the estimated costs.
Personal Services

3 Revenue Scanners, R9, @ $1,649/Month
plus $130.50/Month in benefits for 4 months $21,354

For mail opening, distribution, affixing document locator
number, batching, scanning for errors, missing information,
correspondence with applicants for missing information,
identifying potential Enforcement investigation cases based
on predetermined criteria, data-capture, verification of data
captured, maintaining accounting controls on payment runs,
balancing runs, retrieval and filing of applications.

Travel 1,000
Arranging for expedited printing of various forms,

coordination of processing new applications with Anchorage
field office.



Contractual

Data Processing (Interagency transfer to Department of Admin—
istration):

Estimated additional CPU run time for update and payment

runs, as well as special runs to assist Enforcement
Investigations review these late-filed applications,

1,800 CPU sec/Week 0 $2.18/CPU sec. for additional 16 weeks.

$621,784

Forms Printing

30.000 Application Booklets $4,000

15.000 Receipts 0 $20/M 300

2.000 Scan letters 0 $30/M 60

TOTAL Printing 4,500

Postage

30.000 checks 0 W/"ea. $5,400

15.000 Receipts 0 20sf/ea. 3,000

2.000 Scan letters 0 20tf/ea. 400

5.000 General correspondence

0 20<//ea. 1,000

TOTAL Postage 9,800

Telephone (LD.) 2,000

TOTAL Contractual 79,084
Supplies 1,000

TOTAL Administrative Services cost $102,438



HB 478
Extension of 1983 FD Filing Period
PD BRJ
Estimated Additional Cost
Public Services Division Component

The Public Services Division is charged with assisting the public in meeting
the application requirements of the P program. This assistance comes in
several forms; a) walk-in assistance at three service centers in the state, b)
toll free telephone service, c) assistance provided at selected shopping malls
on weekends, andd) scheduled assistance in selected ruralcommunities
throughout the state.

This Division will conduct an advertising campaign aimed at reaching those
eligible individuals that were unable to file during the original filing
period. It is anticipated that this campaign will rely heavily on public
service announcements coupled with eye-catching posters throughout the state.
Approximately half of the advertsing exposure will be wused for local
advertising just prior to the scheduled visits to the rural communities.

During the filing period and prior to payment thisDivision attempts to
resolve any problems the applicants may encounter with the program including a
change of address.

Below please find a breakdown of the estimated costs:
Personal Services

5 Tax Examiners |/11 (Range 10/12) for 3 months

This staff will be used for augmenting

the service centers

(15 months 0 $2,400) $36,000

4 Tax Examiner 1/11 (Range 10/12) for 2 months
This staff will be used for the rural
assistance program

(8 months @%$2,400) 19,200
$ 55,200
Travel
Transportation $26,000
Per Dem 6,500
32,500

Contractual Services

Adverti sing $14,600
(Radio, T.V., Newspaper and Posters)
Telephone 30,000

(Toll Free Zenith Numbers - approximately
$10,000 a month)

Total Public Services Division Costs $132,300



HB 478
Extension of the 1983 PFD Filing Period
PFD BRU
Estimated Additional Cost for the Enforcement Division
January 13, 1984

Program Analysis

The impact of this bill on the Enforcement Division is strictly dependent on
the number of applications flied under the extended deadline and the
corresponding number of investigations which are likely to be necessary. If,
as a matter of policy, we choose not to investigate any of the applications
filed under the extended dealine, we could probably absorb the incidential
increased workload in stop payment requests and garnishments with current
staff. However, this policy would likely result in a substantial number of
fraudulent or erroneous filings being paid. Therefore, for the overall
integrity of the program it is essential some investigative effort be focused
on applications filed under the extended deadline.

The most positions we would likely be able to efficiently absorb would be five
Investigators, one in Anchorage and four in Juneau. With the supplemental
clerical support, one Clerk Typist each in Anchorage and Juneau, we would
likely be able to have our investigators complete 20 investigations per week.

Clerical staff is needed to answer incoming telephone calls, requisition
supplies, enter updated information on PFD files, file cases, type
correspondence, including denial letters and inquiries for information,
provide general support for our investigative staff.

Assuming we can hire personnel and have equipment installed by the second week
of March, 1984, this leaves a little over 14 weeks of review time prior to the
June 21 data entry deadline required by the payment deadline of June 30,

1984. If each of the five investigators can complete investigations on 20
applications per week for 14 weeks, 1400 applications would be reviewed. Our
denial rate is estimated to be 40% of those selected for review. If 1400 were
reviewed, then approximately 560 would be denied. We v/ould estimate a 10-11%
appeal rate, resulting in 55-60 appeals.

Once the investigations are complete, we would keep the two PFD Investigator
Il positions for up to tw/o months each, with the clerical support, in order to
help resolve appeals at the informal conference level.

The Enforcement Division review process is the only part of the current
program which generates actual overall cost savings to the PFD program. The
monies saved by identifying invalid or fraudulent applications have
historically exceeded the cost of the reviews. In this case, given the
scenario described above, the potential savings to the PFD program would be
$386.15 x 560 = $216,244 or 192% of the requested budget of $112,896.



Computations

Personal Services (100)

PFD Investigator 11 (R13) 2 for
PFD Investigator | (RIP) 3 for
Clerk Typist 111 (R08) 2 for
Total Personal Services (100)
Contractual Service (300)
Telephone
Telephone purchase
Installation - Juneau
Local Centrex - Juneau 4 for
Juneau 1 for
Long Distance - Anchorage
Long Distance - Juneau
Long Distance - Juneau
Computer Terminals
Installation 1
Rental 1 terminal for

Total Contractual Services (300)

Supplies (400)

6 months
4 months
6 months

phones
phones
months
months
months
months
months

NPPODNMNOODR DS

terminal
6 months

Stationery, envelopes, and office supplies

Total Enforcement Division

0

0

0

03 60
03 90

0 3% 46/mo.
0% 46/mo.
0 $1 ,000/mo.
0 $2,000/mo.

0 $1 ,000/mo.

o

$2,000

o

¢ 200/mo.

$ 33,600

31,740
25,560

90,900

240
360
1,104
92
6,000
,000
2,000

[ee]

N

,000
1,200

20,996

1,000

$112,896



REMARKS FOR BILLS RELATING TO EXTENDING THE DEADLINE FOR APPLYING

FOR 1983 P.F.D. CHECKS:

HBs 478 AND 516 WOULD CHANGE PRESENT LAW TO ALLOW AN EXTENSION ON
THE DEADLINE FOR FILING 1983 PERMANENT FUND DIVIDEND
APPLICATIONS, AND PROVIDE THE FUNDING TO PAY THE DIVIDEND CHECKS

OF LATE FILERS.

I HAVE INTRODUCED THESE BILLS BECAUSE | HAD ALOT OF CONTACT
DURING THE INTERIM WITH CONSTITUENTS WHO DID NOT HEAR OF THE JUNE
30TH DEADLINE FOR FILING BECAUSE THEY WERE OUT FISHING OR

OTHERWISE AWAY FROM HOME IN ISOLATED AREAS.

HB 478 ALLOWS LATE FILERS TO FILE AGAIN BEFORE MAY 15, 1984.
HOWEVER, THEY STILL MUST HAVE BEEN RESIDENTS OF ALASKA FOR SIX
MONTHS BEFORE MARCH 31, 1983 - THE SAME RESIDENCY PERIOD

REQUIRED OF TIMELY FILERS.

HB 516 PROVIDES FUNDING FROM PERMANENT FUND INTEREST EARNINGS

DURING FY 83 TO PAY FOR THE DIVIDENDS OF LATE FILERS. THIS IS



THE SOURCE OF FUNDING REQUIRED BY STATUTE TO PAY DIVIDEND CHECKS.

THIS SAME SOURCE OF FUNDING 1S USED TO PROCESS DIVIDEND CHECKS.

I HAVE WORKED VERY CLOSELY WITH THE DEPARTMENT OF REVENUE IN THE

DEVELOPMENT OF THESE TWO BILLS AND WILL CONTINUE TO WORK WITH

THEM AS THE BILL PROGRESSES THROUGH THE LEGISLATURE.

THERE IS A MEMO FROM ME IN YOUR FILE THAT PROVIDES MORE DETAIL ON

THE BILLS. PLEASE NOTE THAT 1 HAVE PREPARED A DRAFT COMMITTEE

SUBSTITUTE FOR HB 516. THE ONLY CHANGE IS THAT |IF FUNDING IS

LEFT OVER AFTER LATE FILERS HAVE RECEIVED THEIR CHECKS, THE

LEFTOVER FUNDING WOULD LAPSE TO THE DIVIDEND FUND INSTEAD OF TO

THE GENERAL FUND SO THAT THE INTENT OF THE PROGRAM 1S FURTHER

PRESERVED.

ALSO, DIVISION OF LEGISLATIVE FINANCE HAS REVIEWED THE FUNDING

REQUIREMENTS AND AGREES WITH THE DEPARTMENT THAT THEY ARE

NECESSARY. PLEASE SEE THEIR MEMO FOR FURTHER DETAILS.



Official Business

AIaSka W WHILE IN SESSION

Pouch V
House of Representatives State Cepitol
Juneau, Alaska 99811
(907) 465-3706
Al Adams OUT OF SESSION
Chairman P.0. Box 333
Committee on Finance - Al 9752
(907) 442-3320
1024 W. 6th
Anchorage, Alaska 99501
January 26, 1984 @©U7) 274-0615
MEMORANDUM
TO: Members of the House Finance Committee
FROM: Representative Al Adams, Chair
SUBJ : HBs 778 and 516: Extension of application

period for 1983 permanent fund dividends

I have introduced the above captioned bills because
many of my constituents contacted me during the interinm
to let me know that they were unable to file for their
1983 dividend checks because of the nature of their
seasonal employment. Because the original deadline was
June 30th, many of my constituents were out Tfishing or
otherwise involved with activities away from home 1in
isolated areas, and therefore they were not aware of
the deadline.

Since 1 have worked closely with the Department of
Revenue in the development of this legislation, 1 do
not anticipate that this problem will occur every year,
necessitating similar legislation each session. I am

confidant that the Department will make every effort to
insure that Alaskans who leave home for work for part
or all of the summer will have adequate opportunity to
file for their yearly dividend check.

HB 478

HB 478 1is the bill that actually changes the language
of the statute to extend the deadline to May 15, 1984.
However, an applicant must have been a resident of the
state for six months before March 31, 1983, the date
that establishes residency for those who have already
received a 1983 dividend. Thus, the application period
is extended but not the period for establishing
residency 1in 1983.

The bill also provides that only funding appropriated
or allocated lor 1983 dividends can be used to pay the
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preserves the intent of the program since the funding
would then be available foi dividends 1in future years
instead of getting lost in the general fund. Money in
the dividend fund 1is invested by the Department®s
Treasury Division along with other funds.
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MEMORANDUM

TO: Lou Ann Cutler, Special Assistant
House Finance Committee

FROM: P.S. Dhillon, Economist .
Legislative Finance Division

DATE: January 27, 1984

SUBJECT: HB 478, Extension of 1983 PFD Filing Period

At your request, 1 have reviewed the Department
of Revenue®s estimate of the bill®"s administrative costs.
The attached table summarizes this estimate by division and
line item. Based on an anticipated 30,000 new PFD applications,
the additional costs estimate of $347,634 appears to be
reasonable. The key assumption in their analysis 1is that
30.000 new applications will be received. However, an
alternative estimate suggests that there may be as few as
16.000 new applications. This alternative estimate 1is based
on the difference between the March 31, 1983, population of
Alaska (456,000-*-) and the number of 1983 PFD recipients
(440,0002).

Due to a variety of reasons, past attempts at
projecting the number of PFD applicants for any given year
have generally not been very accurate. Therefore, it may
be best to view these two estimates as a range (16,000 to
30,000) within which the actual number 1is likely to fall.
The average (23,000) could then be used to estimate the
administrative costs. Or, to be on the safe side, one
could go with the higher number (30,000).

iThe Department of Labor July 1, 1983, population
estimate is 464,460. This has been adjusted down

by a seasonality factor of 1.0196 to arrive at the
March 31, 1983, estimate of 456,000. The seasonality
factor was also obtained from the Department of Labor.

"From the Department of Revenue.



MEMORANDUM
January 27, 1984
Re: HB 478

Page 2

To base this appropriation on an optimistic projection
is not all bad because, as pointed out by the department, a
significant portion (about 50 to 60%) of the program costs
are a direct function of the number of nev? applications
actually received. Should the number of new applications
fall short, a part of the monies will lapse provided there
is separate accounting and a policy of hiring as the need
arises. Resources 1in the Public Services division will
probably have to be committed early in the implementation
of this program and, consequently, these costs are not likely
to be sensitive to the number of new applications received.
Nevertheless, the activities of the Public Services division
with regard to this bill may serve to maintain or increase
awareness of the PFD program in general and, hence, decrease
the need for a similar bill in the future.

A rough estimate of the administrative cost
savings of using a 23,000 instead of a 30,000 estimate of
new PFD applications is about $60,000. In addition, the
direct costs of dividend payments will be $2,703,050 lower.

Attachment



HB 478

Extension of 1983 PFD Filing Period
Summary of Department of Revenue Estimates of Expenses

Personal Services
Travel
Contractual
DP-CPU Time
Communications
Other
Subtotal

Supplies

TOTAL

LEGISLATIVE FINANCE
1/26/84

Total

167454

33500

62784

49796

32100

144680

2000

347634

Admin.Svcs.

21354

1000

62784

2000

14300

79084

1000

102438

DIVISION/p.s.d.

Public Svecs.

55200

32500

-0-

30000

14600
44600

132300

Enforcement

90900

-0-

-0-

17796

3200

20996

1000

112896
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Introduced: 1/16/84
Referred: State Affairs and Finance

Funding Information
General Fund $ -0-

Other Funds 11,932,100
$11*932,100

IN THE HOUSE BY ADAMS AND UEHLING
HOUSE BILL NO. 516

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For anActentitled: "An Act making a special appropriation for the pay-

ment of 1983 permanent fund dividends to eligible
persons who apply for the dividends during an ex-
tended application period; and providing for an
effective date."™

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

* Section 1. The sum of $11,932,100 1is appropriated to the dividend
fund (AS 43.23.045) from the net income of the Alaska permanent fund earned
during the fiscal year ending June 30, 1983.

* Sec. 2. The sum of $11,584,500 1is appropriated from the dividend fund
to the Department of Revenue for the payment of 1983 permanent fund
dividends to eligible persons who apply for 1983 permanent fund dividends
during an extended application period.

* Sec. 3. The sum of $347,600 1is appropriated from the dividend fund to
the Department ofRevenue for administrative costs associated with the
processing of 1983 permanent fund dividend applications filed during an
extended application period.

* Sec. 4. The unexpended andunobligated portion of theappropriation
made by this Act lapses into thegeneral fund June 30, 1985

* Sec. 5. This Act takes effect on the effectivedate of anAct extend-

ing the application deadline for 1983 permanent fund dividends.
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Introduced: 1/9/84
Referred: State Affairs and

Finance
BY ADAMS, M.M.MILLER,
IN THE HOUSE DUNCAN AND GRUSSENDORF
HOUSE BILL NO. 478
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to the permanent fund dividend

distribution program; and providing for an effective

date."

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

* Section 1. Notwithstanding the provisions of AS 43.23 and the regula-

tions adopted under that chapter by the Department of Revenue relating to

eligibility and application deadlines for 1983 permanent fund dividends,

the time period for an Alaska resident applying for a 1983 permanent fund

dividend 1is extended to May 15, 1984 for applicants who met the six month

residency requirement on March 31, 1983. A 1983 permanent fund dividend

paid to an individual who applies during the extended period may not be

paid from money appropriated or otherwise allocated for permanent fund

dividends for years other than 1983. The Department of Revenue may not pay

1983 dividends to applicants who file during the extended period until

after March 1, 1984. The Department of Revenue may adopt regulations to

implement this section.

* Sec. 2. This Act takes effect iIimmediately in accordance with AS 01.-

10.070(c).





