


Add a new section 12:

Section 12. SectionA 3 and 8 of this Act are retroactive to July 1, 1982.

Renumber existing Section 12 to Section 13.
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§ 47.45.010 A l a s k a  St a t u t e s § 47.45.010

(3) “departm ent” means the Department of Health and Social 
Services. (§ 1 ch 136 SLA 1970: am § 2 ch 210 SLA 1970; am § 55 ch 71 
SLA 1972)

L e g is la t iv e  h is to r y  rep o rt. —  For report 
on ch. 71 , SL A  1972 (H C SSB  3fS3 am  H). set- 
1972 H o u se  Jou rn al, p. SSS.

C hapter  45. A laska Longevity Bonus.
S e c t io n S e c t io n

10. P e r so n s  w h o m ay q u a lify  fo r 110. C u stod y  o f  fun d s
lo n g e v ity  bonus 120. E xem p tion  from  taxation  and p rocess

20. C on tin u ou s e lig ib ility  p roced u res 130. D eath  or c e ssa tio n  o f  resid en cy
30. A b se n c e  from  the s ta te 140 P en a lty  fo r  fa lse  s ta te m e n ts
40. D isq u a lifica tio n 150. D efin itio n s
50. D ep a rtm en t hearing 160. A p p licab ility  o f  A d m in istra tive
60. L e g a l rem ed y P roced u re Act
70. U n q u a lified  p erson s 170. P u rp o se
SO. A ccru a l o f  b o n u ses
90. A la sk a  lo n g ev ity  b on u s fund
100. P o w ers and d u ties  o f  the

ad m in istra tor

E d ito r 's  n o te . —  S ection  2. ch. 205. SLA this, en tire  A ct sh a ll be con sid ered  invalid."  ' 
1*J72. p rovid es:" A S  01 .10 .030  d o es n ot apply , L e g is la t iv e  h is to r y  rep ort. —  F or report'
to tl.is  A ct. I f  an y  p rovision  o f  th is A ct. or on ch. 205, SL A  1972 (FCCS H C S CSSB
the ap p lication  o f  a  provision  o f  th is A c . to  211). s e e  1972 H o u se  Jou rn al, p. 751. 
any p erson  or c ircu m sta n ce  is held  in v a lid /

Sec. 47.45.010. Persons who may qualify for longev i ty  bonus, (a) A
person who is 65 years of age  or over, who was domiciled in the territory 
on or before January  3. 1959 and who has maintained a continuous 
domicile in the territory or state for 25 years  may apply to the 
commissioner of administration for qualification to receive a monthly 
bonus of $150.

(b) When the commissioner of administration determines that an 
applicant qualifies under this chapter he shall immediately begin 
payment of the bonus.

(c) A person who otherwise qualifies to receive a bonus provided for 
in this chapter may continue to do so only as long as he continuously 
retains a domicile in the state. (§ 1 ch 205 SLA 1972; am § 1 ch 33 SLA 
1976; am § 1 ch 89 SLA 1978)

E ffect o f  a m e n d m e n ts . — The 197(1 
am en dm en t in creased  the  m onth ly  b onus in 
su b sectio n  (aI from  $100.(10 to $125,011.

T he 197$ am endm ent in creased  the  
m onthly b on u s in su b sec tio n  iu> from  
$125 00 to 5150.00 .

L e g is la tiv e  h is to r y  rep ort. —  For report 
on ch. 33. SLA  197fi (SB 476 am ), s e e  1976 
S en a te  Jou rn a l, p. 160.
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§ 47.45.020 W e l f a r e .  S o c i a l  S e r v i c e s  a n d  I n s t i t u t i o n s  ;  47.45.0HO

Sec. 47.45.020. C on tinuous  eligibility procedures. After 
qualification, monthly applications for bonuses may be made in person 
to any office of the D epartm ent of Administration. .Mailed monthly 
applications shall also he considered by the Department of 
Administration. In-person oc mailed applications shall be made on forms 
provided by the Departm ent of Administration and shall conform to the 
conditions as provided by regulation. The commissioner may make 
exceptions for those residents who are isolated in rural areas and cannot 
mail a monthly application; however, they shall mail an application a t 
least once every six months. (§ I ch 205 SLA 1072)

Sec. 47.45.030. Absence from the state. A recipient shall notify the 
commissioner of administration when he expects to be absent from the 
state if the absence is for a continuous period that exceeds 30 days. After 
that notification, the recipient shall no longer receive bonuses from the 
Department of Administration a f te r  his iast regukU y approved monthly 
application. Upon his re tu rn  to the state  he may again make application 
for a bonus. \\ henever the absence is for a continuous period that 
exceeds 180 days the recipient shall be disqualified from receiving 
bonuses for the next 12 calendar months afte r  ins return to the state. 
However, when the commissioner of administration determines a period 
of absence is beyond the control of the recipient, lie may not be 
disqualified, if he still otherwise qualifies upon his return to the state. 
Continual absences from the state, even though reported, ami failure to 
notify the commissioner of an expected absence may be grounds for 
disqualification. (§ 1 ch 205 SLA 11)72)

Sec. 47.45.040. D isqualification. Disqualification under this chapter 
shall res t  solely with the commissioner of administration and shall be 
outlined in the regulations promulgated under AS 47.45.100(1). (§ 1 ch 
205 SLA 1972)

Sec. 47.45.050. D epar tm en t  hearing. The Department of 
Administration may hold a departmental hearing upon the request of an 
applicant or recipient who has been disqualified. Previous to this hearing 
the departm ent shall by certified mail notify an applicant or recipient 
in plain and comprehensive language the exacr reason for his 
disqualification. Form letters using only referral to s tate  s tatutes or 
department regulations, or otherwise vague in detail, shall not be 
considered compliance by the department with this section. (§ 1 ch 205 
SLA 1972)

Sec. 47.45.060. Legal remedy. Legal remedy from disqualification 
may be sought by an applicant or recipient in any court of competent 
jurisdiction in the sta te . The burden of proof shall res t solely upon the 
applicant or recipient and any costs related to a disqualification verdict 
determined against the applicant or recipient may be recoverable by the 
attorney general from tha t  person. or from any agency representing 
that person supported in whole, or in part, with s ta te  appropriations. (§ 
1 ch 205 SLA 1972)



§ 47.45.110 W e l f a r e .  S o c i a l  S e r v i c e s  a n d  I n s t i t u t i o n s  3 4 7 .4 5 .1 7 0

Sec. 47.15.110. Custody of Funds. The commissioner of revenue is the 
treasurer  of the system and has powers and duties for this purpose 
including but not limited to the following:

(1) to act as official custodian of the cash and securities belongin'' to 
the fund;

(2) to receive all items of cash belonging to the fund. ($ I ch 205 SLA 
1972)

Sec. 47.45.120. Exem ption from taxation and process. Bonuses 
received under this chapter are exernpc from all s tate  and political 
subdivision taxes except sales and use taxes and are not subject to 
execution, attachment, garnishm ent or other process. No bonus received 
under this chapter may be exempt from a federal tax requirement. t§ 1 
ch 205 SLA 1972)

Sec. 47.45.130. Death o r  cessation o f  residency. The commissioner 
of administration shall establish procedures to stop a bonus when a 
recipient under this chapter no longer qualifies. When a recipient dies 
or discontinues his residency in the state his qualification for a bonus 
shall ston a t the time of his last approved monthly application. 13 1 ch 
205 SLA 1972)

Sec. 47.45.140. Pena lty  for false s tatem ents. A person who wilfully 
or knowingly makes a false statement, or falsifies or permits to be 
falsified any record required by this chapter, is guilty of a misdemeanor 
and, upon conviction, is punishable by a fine of not more than $500, or 
by imprisonment for not more than six months, or by both, forfeits all 
rights under this chapter, and shall make adequate restitution for any 
bonuses illegally received. (§ 1 ch 205 SLA 1972)

Sec. 47.45.150. Definitions, hi this chapter
(1) “bonus” means a monthly Alaska longevity bonus payment mat e 

to a person or his beneficiary who qualifies under this chapter;
(2) “domicile” means the place with which a person has a settled 

connection for determination of his civil s ta tus or other legal purposes 
because it is actually or legally his permanent and principal home. (§ 1 
ch 205 SLA 1972)

Sec. 47.45.160. Applicability of Administrative Procedure Act. The 
Administrative Procedure Act (AS 44.62) does not apply to this chapter. 
(§ 1 ch 205 SLA 1972)

Sec. 47.45.170. Purpose. The sole purpose of this chapter is to offer 
and provide all law-abiding Alaskans capable of managing their own 
affairs who have maintained a domicile in the s ta te  for at least 25 years 
and have reached a retirement age of 65, an incentive to continue 
uninterrupted residency ir the state. Under no circumstances shall this 
chapter be considered a form, type, or manner, of public relief. Bonuses 
made under this chapter are not predicated on need even though they

167
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§ 47.50.020A l a s k a  St a t u t e s§ 47.50.010

may appear to provide supplemental income to some qualified persons 
who would otherwise be forced to become responsibilities of the state. 
The legislature fu r th e r  finds and sta tes  that this legislation recognizes 
the economic hardships suffered by many elderly Alaskans. Alaskans 
who through their tenacity and perseverance molded Alaska as we know 
it through skillful application of their talents. These pioneers are the 
same Alaskans, who i” the prime of their life were in effect treated as 
second-class citizens by the federal government and who paid much of 
their hard-earned income to a government in which they did not have the 
right to participate through the power of the ballot. The legislature also 
is aware of the fact th a t  many of these pioneers have been forced to live 
out their retirem ent years  in areas far  away from the land they loved 
and nurtured and thereby also suffering, in many cases, the loss of 
familial relationship with their own kin, an experience that is sad and 
frus tra t ing  to them as well as depriving new generations of Alaskans 
of the benefits of their wisdom and experience. This legislation hopefully 
will provide our pioneers with the economic means to remain in and 
continue to serve their s ta te  and to enjoy the opportunity of aiding the 
new Alaskan in making this s ta te  truly "The Great Land.” (§ 1 ch 205 
SLA 1972)

C hapter 50. Office of Child Advocacy.
S e c t io n

10. O ffice  o f  Child A d v o ca cv
20. Board o f  d irectors fo: e O ffice  o f

Child A d vocacy  
30. C om p en sation  and e x p e n se s

Section

•JO. P o w ers and d u ties  o f  hoard and  
director

'lO. D ep a rtm e n ts  to a s s is i  O ffice  o f  Child  
A d vocacy

E d ito r ’s n o te . —  F or le g is la t iv e  fin d in gs, 
se e  S 1, ch. 1S9. SL A  1972. in the  1972  
T em p orary  and Specia l A cts.

Sec. 47.50.01 fl. Office o f  C'hild Advocacy. There is created in the 
Office of the Governor the Office of Child Advocacy to act as a 
coordinating body for services for children from prenatal to age IS. The 
Office of Child Advocacy is administered by a director appointed by the 
board of directors with the approval of the governor. S taff  may be 
employed in accordance with appropriate budgets. (§ 2 ch 189 SLA 1972)

Sc..  47.50.020. Board o f  directors  for the Office o f  Child Advocacy. 
There is created a board of directors for the Office of Child Advocacy. 
The board consists of the Alaska State Council on the Coordination of 
Community Child Care plus four members nor more than IS years  of age 
appointed by the governor for a term of two years each, or until the 
youthful member a tta ins the age of 19 years. (3 2 ch 189 SLA 1972)

Ki t



B B I
EQUAL RETIREMENT BENEFITS 

CS SB 215 (2d Rules)

SECTION 1

Establishes the L o n g e v i t y  Bonus Account as a separate account w i t h i n  the 

A laska permanent fund and also takes 12.5 percent of the income of the 

permanent fund earned d uring a fiscal year that is available for d is­

tribution and transfers it to the Longevity Bonus Account. S e c tion 1 

also states that the m o n e y  shall be reinvested, and the L e g i s lature m ay 

a nnually appropriate m o n e y  in the L o ngevity Bonus Account to the A laska 

L ongevity Bonus Fund to pay m o n t h l y  longevity bonuses.

SECTION 2

Changes p e r c entage of Permanent Fund Earnings distributed to 37.5 

percent (To coincide w i t h  Section 1).

SECTION 3

Establishes a 1 year residency and over 65 years of age as the quali­

fications for the Lon g e v i t y  Bonus.

SECTION 4

Establishes a $250 a mo n t h  payment plus a 3 percent annual increase, 

unless the amount available is to small, then the amount available is 

divided by the number of qualified applicants.

SECTION 5

Deletes the words "He" and "His", adds the words "the recipient".

SECTION 6

Changes the language so that the A laska Longevity Bonus Fund can receive 

funds from the Alaska permanent f u n d ,

SECTION 7

Allows the C o mmissioner of A d m i n i stration to have access to state 

records (other than personal income tax returns) if those records relate 

to the length of residency of a L o ngevity Bonus applicant. The informa­

tion received is to be kept confidential.

SECTION 8

Def i n i t i o n  of resident. 

SECTION 9

Finding and purposes.



Tec h n i c a l  language for funding purposes.

SECTION 11

Repeals definition of bonus and domicile in A laska statues. 

SECTION 12 

Effective date.

SECTION 10



F I S C A L  Y E A R  84

SOURCE 1 OF E L D E R L Y T O T A L  DIV. 

D I S T R I B U T E D

252 OF A M O U N T

NEEDED

SIZE OF BONUS SAVINGS

‘ACCOUNT

Ae t n a 2.9 169 42.2 41.01 3,000 . 1.19

Tra v e l e r s 2.9 1-69 42.2 41.01 3,000 •1.19

Me r c e r

Low 3.1 169 42.2 43.18 3,000 ( .98)

M o d e r a t e 3.1 169 42.2 43 . 1 8 3,000 ( .98)

'.'iigh 3.1 169 42.2 43.18 3,000 ( .98)

FISCAL YE A R  85

SOURCE 1 OF E L D E R L Y T O T A L  DIV. 252 OF A M O U N T SIZE OF BONUS SAVINGS
• D I S T R I B U T E D N E E D E D COLA FLOOR A C C OUNT

Aetna 2.9 121.6 30.4 44.49 3090 2110 (14.09)

T r a v e l e r s  2.9 121.6 30.4 44.49 3090 2110 (14.0?)

Mercer 
L ow 3 . l 121.6 30.4 46 . 4 3 3090 2023 (16.02)

Mo d e r a t e  3.19 121.6 30.4

C
O• 3090 1965 (17.38)

High 3.28 121.6 30.4 49.14 3090 1911 (18.74)
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' FISCAL Y E A R  2000

1 P P 5

S OURCE

Ae t n a

T r a v e l e r s

M e r c e r

Low

M o d e r a t e

High.

7. OF E L D E R L Y  T O T A L  DIV.

D I S T R I B U T E D

3.0

2,9

3.1 

4.55

6. 0

792.34

792.34

792.34

792.34

792.34

25% OF A M O U N T  SIZE OF BONUS 

N E E D E D  COL A  FLOOR

1 95.08 121.11 4814

1 9 8 . 0 8  118.35 4814

1 9 8 . 0 8  124.157 4814

198.08 182.229 4814

1 9 8.08 240.305 4814 3698'

P ; . . /

y, • ■■ • u : ■.* I

SAVINGS

ACCOUNT

76.9/

79.23 t

73,92

15.86

(42.22)



SENATE AD HOC R E S I D E N C Y  COMMITTEE 
REP O R T  ON CSSB 2l5



1. I N T RODUCTION

The Senate Ad Hoc R e s i d e n c y  Committee has passed, and 

has f o r warded to the Senate Finance Committee, CSSB 215 

( R e s i d e n c y ) . The bill wo u l d  amend the existing A l a s k a  longevity* 

bonus ("ALB") prog r a m  (AS 4 7 . 45.010 et. s e q . ) by creating an 

equal r e t i r e m e n t  benefits p r o g r a m  funded by 12.5 percent of the 

state's p e r m a n e n t  fund earnings.

L e g i s l a t i o n  amending the ALB p r o g r a m  is necessary to 

cure severe constitu t i o n a l  problems w i t h  the existing law.

Under c u r r e n t  AS 47.45.010, a p e r s o n  is eligible for a 

$250/month lon g e v i t y  bonus if the person:

1. is 65 y e a r  of age o r  older;

2. was "domiciled in the territory" on or before

January 3, 1959; and

3. has been c o n t i n u o u s l y  domiciled in the state for

25 years.

F o l l o w i n g  the U.S. Supreme Court's d e c i s i o n  in ^obal 

vs. W i l l i a m s , 72 L. Ed. 2d. 672 (1982), the r e s idency r e q u i r e­

ments of the ALB p r o g r a m  were c h a llenged in Vest v. S c h a f e r , 

1JU-82-1103 Civil (1st Jud. Dst., 1982). On August 9, 1982, the 

Alaska L e g i s l a t i v e  ‘ Council, toge .her w i t h  Hr. Vest and the

Attorney Ge n e r a l ' s  office, entered into an agreement wh i c h  

stayed all p r o c e e d i n g s  in the case t h r ough adjournment of this 

legislative session. This session, the Alaska Legislative  

Council w o u l d  use its "best efforts" to secure the passage of

- 1 -



l e g i s l a t i o n  w h i c h  w o u l d  t r e a t  a l l  e l d e r l y  A l a s k a n s  w i t h  

o n e - y e a r ' s  r e s i d e n c y  e q u a l l y  in the p a y m e n t  o f  l o n g e v i t y  b o n uses.

T h e  s e t t l e m e n t  w a s  e n t e r e d  i n t o  b e c a u s e  o f  t h e  n o n­

s e v e r a b i l i t y  c l a u s e  o f  the o r i g i n a l  A L B  l e g i s l a t i o n .  U n d e r  § 2,* 

Ch. 205, S L A  1972, i f  the r e s i d e n c y  p r o v i s i o n s  o f  the A L B  

p r o g r a m  w e r e  i n v a l i d a t e d ,  t .ie r e s u l t  w o u l d  b e  the t e r m i n a t i o n  o f  

t he p r o g r a m .  Thus, it is v i t a l  t h a t  l e g i s l a t i o n  a m e n d i n g  the 

A L B  p r o g r a m  b e  e n a c t e d  this session. If it is not, the Vest  

c a s e  w i l l  r e s u m e ,  w i t h  the i n e v i t a b l e  r e s u l t  that the e x i s t i n g  

p r o g r a m  w i l l  be d e c l a r e d  u n c o n s t i t u t i o n a l ,  and all p a y m e n t s  

u n d e r  the p r o g r a m  5 t o p p e d.
II. P R O C E E D I N G S  B E F O R E  T H E  A D  H O C  R E S I D E N C Y  C O M M I T T E E

O n  M a r c h  8, 1983, the S e n a t e  A d  H o c  R e s i d e n c y  C o m m i t t e e  

r e l e a s e d  a c o m p r e h e n s i v e  r e p o r t  w h i c h  a n a l y z e d  some 10 o p t i o n s  

a v a i l a b l e  to the l e g i s l a t u r e  in a m e n d i n g  the A L B  program.^" 

T h e  c o m m i t t e e  e x p l o r e d  e a c h  o f  the 10 o p t i o n s  in l i g h t  o f  (1) 

c o n s t i t u t i o n a l  p r o b l e m s ;  (2) the f i s c a l  i m p a c t s  o f  the 

a l t e r n a t i v e ;  (3) t a x  c o n s e q u e n c e s ,  a n d  the o p t i o n ' s  i m p a c t  u p o n  

t h e  e l d e r l y ' s  e l i g i b i l i t y  f o r  o t h e r  g o v e r n m e n t a l  s e r v i c e s ;  and 

(A) the c o n s i s t e n c y  o f  the o p t i o n  w i t h  the b a s i c  g o a l s  o f  the 

A L B  p r o g r a m .

It w a s  p l a i n  to the c o m m i t t e e  tha t t h e r e  w a s  n o 

p a i n l e s s  s o l u t i o n  to the p r o b l e m s  p o s e d  b y  the Z o b e l  d e c i s i o n

l"The L o n g e v i t y  B o n u s  Program: O p t i o n s  U n d e r  T h e  V e s t
S e t t l e m e n t , "  J o n  K. T i l l i n g h a s t .

- 2  -



and the V e s t  case. N o n e t h e l e s s ,  the c o m m i t t e e  b e l i e v e s  t h a t  the 

A L B  p r o g r a m ,  in some form, s h o u l d  c o n t i n u e .  It w a s  the i n t e n t  

o f  the o r i g i n a l  l e g i s l a t i o n ,  i n t r o d u c e d  i n  1 9 7 2  b y  S e n a t o r s  R a y  

a n d  B u t r o v i c h ,  to e s t a b l i s h  a p e r m a n e n t  p r o g r a m  to provide* 

s u p p l e m e n t a l  p a y m e n t s  to A l a s k a ' s  e l d e r l y .  T h i s  is a p p a r e n t  

from the s t a t e m e n t  o f  p u r p o s e s  o f  t h e  Act , w h i c h  n o t e s  the h i g h  

cost o f  r e t i r e m e n t  i n  A l a s k a ,  a n d  t h a t  w i t h o u t  the l o n g e v i t y  

b o n u s :

" T h e s e  p i o n e e r s  w o u l d  b e  f o r c e d  to live o u t  
t h e i r  r e t i r e m e n t  y e a r s  in a r e a s  f a r  a w a y  f r o m  
th e  l a n d  t h e y  l o v e d  a n d  n u r t u r e d  a n d  t h e r e b y  
a l s o  s u f f e r i n g ,  in m a n y  c as es, the loss o f  
f a m i l i a l  r e l a t i o n s h i p s  w i t h  t h e i r  o w n  kin, a n  
e x p e r i e n c e  t h a t  is sad a n d  f r u s t r a t i n g  to 
t h e m  as w e l l  as d e p r i v i n g  n e w  g e n e r a t i o n s  o f  
A l a s k a n s  the b e n e f i t  o f  t h e i r  w i s d o m  ar.d 
e x p e r i e n c e .  T h i s  l e g i s l a t i o n  w i l l  h o p e f u l l y  
p r o v i d e  o u r  p i o n e e r s  w i t h  th e e c o n o m i c  m e a  \s 
to r e m a i n  a n d  to c o n t i n u e  to s e r v e  t h e i r  
s t a t e . . . "  § 1, Ch. 205, S L A  1.972.

O f  c o u r s e ,  the h i g h  c o s t  o f  r e t i r e m e n t  i n  A l a s k a ,  is 

h a r d l y  a t e m p o r a r y  p r o b l e m .  M o r e o v e r ,  e v e n  u n d e r  the e x i s t i n g  

program, the n u m b e r  o f  r e c i p i e n t s  w o u l d  n o t  p e a k  u n t i l  the y e a r s  

2010-2020, a n d  t h e  p r o g r a m  w o u l d  c o n t i n u e  t h r o u g h  a b o u t  the y e a r  

2050.

M o r e o v e r ,  as the c o m m i t t e e ' s  M a r c h  8, ljv83 r e p o r t  n o t e d ,  

b e t w e e n  1/2 a n d  2 / 3  o f  A l a s k a ' s  e l d e r l y  ’lave i n c o m e  o n l y  

m a r g i n a l l y  a b o v e  the s t a t e  p o v e r t y  l e v e l  o f  $ 5 4 6  a m o n t h .  T h e  A L B  

p r o g r a m  has t h u s  e n a b l e d  m a n y  o f  A l a s k a ' s  e l d e r l y  to r e m a i n  o f f



p u b l i c  a s s i s t a n c e .  T h i s  factor, as well, a r g u e d  in f a v o r  of

r e t e n t i o n  o f  a v i a b l e  p r o g r a m .

F i n a l l y ,  w h i l e  o p e n i n g  the p r o g r a m  to a l l  o n e - y e a r  r e s i­

dents, as is c o n s t i t u t i o n a l l y  r e q u i r e d ,  w o u l d  be v i e w e d  b y  some as 

p r o v i d i n g  u n w a r r a n t e d  b e n e f i t s  to " n e w c o m e r s , "  the c o m m i t t e e ' s  

r e p o r t  d e m o n s t r a t e d  t h a t  e v e n  t h o s e  A l a s k a n  e l d e r l y  w h o  c u r r e n t l y  

do not r e c e i v e  the b o n u s  h a v e  l i v e d  i n  the s t a t e  f o r  s e vera l

y ears. I n d e e d ,  o n l y  10 p e r c e n t  c f  A l a s k a ' s  e l d e r l y  h a v e  r e s i d e d

i n  the s t a t e  f o r  10 y e a r s  o r  less.

G u i d e d  b y  a d e s i r e  to r e t a i n  a m e a n i n g f u l  A L B  p r o gram,

the c o m m i t t e e  g a v e  p a r t i c u l a r  c o n s i d e r a t i o n  to s e v e r a l  o f  the 10 

o p t i o P j  a n a l y z e d  in its r e p o r t .  A m o n g  the o p t i o n s  c o n s i d e r e d  and 

r e j e c t e d  w e r e :

1. e x p a n d i n g  the class o f  A L B  r e c i p i e n t s  to all 

o n e - y e a r  r e s i d e n t s  in F Y  1984. T h e r e a f t e r  the p r o g r a m  w o u l d  be 

t e r m i n a t e d  w h i l e  p r o v i d i n g  " g r a n d f a t h e r  r i g h t s "  to t h o s e  e l i g i b l e  

in 1 9 8 4  to c o n t i n u e  to r e c e i v e  b o n u s e s  f o r  t h e i r  lives. W h i l e  the 

c o m m i t t e e ' s  c o u n s e l  b e l i e v e d  that this o p t i o n  w a s  p r o b a b l y  c o n s t i­

tut i o n a l ,  t h e  D e p a r t m e n t  o f  L a w  h a s  e x p r e s s e d  s e r i o u s  c o n s e r n s  in 

this r e g a r d .  M o r e o v e r ,  the c o m m i t t e e  b e l i e v e s  t h a t  it is 

a r b i t r a r y  to g i v e  a l i f e t i m e  b o n u s  to s o m e o n e  w h o  h a s  r e a c h e d  the 

a ge o f  65 o r  a c h i e v e d  t h e i r  o n e - y e a r  r e s i d e n c y  b y  June 30, 1984, 

w h i l e  p r o v i d i n g  no a s s i s t a n c e  to t h o s e  w h o  r e a c h  the age o f  65 

t h e r e a f t e r ;
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2. e x p a n d i n g  the c l a s s  o f  e l i g i b l e  r e c i p i e n t s  to all 

o n e - y e a r  e l d e r l y  r e s i d e n t s ,  a n d  f u n d i n g  the p r o g r a m  f r o m  g e n e r a l  

revenues. T h i s  o p t i o n  v a s  r e j e c t e d  p r i m a r i l y  for f iscal reasons.  

T h e r e  are c u r r e n t l y  some 9 , 4 2 5  A l a s k a n s  w h o  r e c e i v e  b o n u s e s  

t o t a l l i n g  $ 2 8 . 2 8  m i l l i o n .  W h e n  the c l a s s  is e x p a n d e d  to all 

o n e - y e a r  r e s i d e n t s ,  a n  a d d i t i o n a l  3 , 8 0 3  e l d e r l y  w i l l  b e  e l i g i b l e  

in F Y  1984, w h i c h  w o u l d  r a i s e  t h e  g e n e r a l  fund b u r d e n  to $ 4 0 . 2 8  

m i l l i o n  in F Y  1984, a n d  $ 4 1 . 9 8  m i l l i o n  in F Y  1988. As oil 

r e v e n u e s  c o n t i n u e  to d e c l i n e ,  t h e  c o m m i t t e e  b e l i e v e s  t h a t  the 

g e n e r a l  fund w o u l d  be u n a b l e  to a b s o r b  a n  e v e r - i n c r e a s i n g  b u r d e n

c r e a t e d  b y  a n  e x p a n d e d  A L B  p r o g r a m ;

3. g r a d u a l l y  p h a s i n g  o u t  the A L B  p r o g r a m ,  w h i l e  at the

sa^e time r a i s i n g  the i n c o m e  "r/ i l i n g "  f o r  state old a ge a s s i s­

tance. T h i s  is the S h e f f i e l d  a d m i n i s t r a t i o n ' s  p r e f e r r e d  o p t i o n ,  

and was r e j e c t e d  b y  the c o m m i t t e e  f o r  s e v e r a l  reasons. F i r s t ,  it 

c o n v e r t s  the A L B  p r o g r a m  i n t o  a w e l f a r e  s cheme -- a n  a p p r o a c h  

u n i v e r s a l l y  o p p o s e d  b y  A l a s k a ' s  e l d e r l y .  Second, o n c e  the 

$250/mo. A L B  p a y m e n t  has b e e n  t r a n s l a t e d  i n t o  a d d i t i o n a l  w e l f a r e  

e n t i t l e m e n t s ,  the m a x i m u m  c o n s t i t u t i o n a l  r e s i d e n c y  r e q u i r e m e n t  

d rops from o n e  y e a r  to 30 days . T h i s  is because , u n l i k e  the ALB, 

w e l f a r e  is c o n s i d e r e d  a " b a s i c  n e c e s s i t y  o f  life, " for w h i c h  the 

c o u r t s  g e n e r a l l y  t o l e r a t e  no m o r e  t h a n  a o n e  m o n t h  d u r a t i o n a l  

r e s i d e n c y  p r o v i s i o n .  F i ^ H y ^  s i n c e  a n  i n c r e a s e d  w e l f a r e  c e i l i n g  

w o u l d  p r o v i d e  n o t  o n l y  a- x t i o n a l  m o n e t a r y  b e n e f i t s ,  but a l s o  s u b­

st a n t i a l l y  e x p a n d e d  e l i g i b i l i t y  f o r  M e d i c a i d  -- w h i c h  i n c l u d e s
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free and u n l i m i t e d  n u r s i n g  h o m e  c o v e r a g e  -- there is a s u b s t a n t i a l  

r i s k  o f  i n - m i g r a t i o n  c r e a t e d  b y  this o p t i o n ;  and

4. a n  a n n u i t y  p r o g r a m .  U n d e r  this option, e a c h  

Al a s k a n ,  in l i e u  of r e c e i v i n g  a c a s h  p e r m a n e n t  fund d i v i d e n d ,  

w o u l d  r e c e i v e  a  c r e d i t  to a  r e t i r e m e n t  a c c o u n t  e q u a l  to t h e  c a s h  

dividend. O v e r  the years, t h o s e  w h o  c o n t i n u e d  to r e s i d e  i n  the 

state w o u l d  a c c u m u l a t e  a ibp'v:-.itial a n n u i t y  acc ounts. H o w e v e r ,  the 

o p t i o n  w o u l d  r e q u i r e  e a c h  A l a s k a n  to f o r e g o  the e n t i r e t y  o f  h i s  o r  

h e r  p e r m a n e n t  f u n d  dividen d. M o r e o v e r ,  f o r  m a n y  years, a n d  u n t i l  

i n d i v i d u a l  a n n u i t y  a c c o u n t s  r e a c h e d  some m e a n i n g f u l  p r o p o r t i o n ,  

s u b s t a n t i a l  g e n e r a l  fund " s u p p l e m e n t s "  w o u l d  b e  r e q u i r e d  i f  the 

state w e r e  to p r o v i d e  a b e n e f i t  o f  a n y  size. F o r  these r e a s o n s ,  

this o p t i o n  w a s  r e j e c t e d  b y  the commi t t e e .

III. T H E  E Q U A L  R E T I R E M E N T  B E N E F I T S  P R O G R A M  O F ' C S S B  215

T h e  E q u a l  R e t i r e m e n t  B e n e f i t s  p r o g r a m  w h i c h  w o u l d  be 

c r e a t e d  b y  C S S B  215 p r o v i d e s  b o t h  e q u a l i t y  o f  t r e a t m e n t  and 

p e r m a n e n c e ,  w h i l e  :t the s a m e  t i m e  r e t a i n i n g  some o f  the f i s c a l  

a d v a n t a g e s  o f  the a n n u i t y  a p p r o a c h .  U n d e r  S e c t i o n  1 o f  the b i l l ,

12.5 p e r c e n t  o f  the i n c o m e  f r o m  the p e r m a n e n t  fund w i l l  be 

c r e d i t e d  to a s p e c i a l  a c c o u n t  w i t h i n  the p e r m a n e n t  fund. This 

l o n g e v i t y  b o n u s  a c c o u n t  w o u l d  be a v a i l a b l e  for a p p r o p r i a t i o n  to 

fund rhe A L B  p r o g r a m .  At t h e  same time, and u n d e r  S e c t i o n  2 o f  

the bill, the a m o u n t  of p e r m a n e n t  £ and e a r n i n g s  d i s t r i b u t e d  as 

d i v i d e n d s  w o u l d  be r e d u c e d  f r o m  50 p e r c e n t  to 37.5 percent.
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F o r  F Y  1984, the f u l l  1 2 . 5  p e r c e n t  o f  p e r m a n e n t  fund 

e a r n i n g s  w i l l  be n e c e s s a r y  t o  fund the A L B  program. T h i s  year, 

some $41 m i l l i o n  w i l l  be r e q u i r e d  to p r o v i d e  a $250/mo. b o n u s  to 

a l l  o n e - y e a r  e l d e r l y  r e s i d e n t s .  C o n v e r s e l y ,  the 12.5 p e r c e n t  

c r e d i t  to the l o n g e v i t y  b o n u s  a c c o u n t  this y e a r  wi ll e q u a l  $ 4 2 . 2  

m i l l i o n .  T h e  $ 1 . 2  m i l l i o n  s u r p l u s  w i l l  r e m a i n  c r e dited to the A L B  

ac c o u n t ,  as w i l l  future e a r n i n g s  o n  t h a t  surplus. S e c t i o n  1; 

S e c t i o n  3 7 . 1 3 . 1 4 7 ( b ) . O f  c o u r s e ,  the m o n e y  i t s e l f  will r e m a i n  in 

the p e r m a n e n t  fund. The A L B  a c c o u n t  is, a f t e r  all, o n l y  an 

'’a c c o u n t . "  T h e  c o m m i t t e e  b e l i e v e s  t h a t  it w a s  u n w i s e  to c r e a t e  a 

s e p a r a t e  A L B  " f u n d "  -- b o t h  b e c a u s e  o f  the r e d u n d a n t  c o s t s  o f  

a d m i n i s t r a t i o n ,  a n d  the loss o f  l e v e r a g e  i n h e r e n t  in any s m a l l e r  

f u n d .

A s  t h e  y e a r s  go by , less t h a n  12. 5 p e r c e n t  of p e r m a n e n t  

f u n d  e a r n i n g s  w i l l  be r e q u i r e d  to fund the A L B  program. A s  a 

r e s u l t ,  t h e  A L B  a c c o u n t  w i l l  c o n t i n u e  to b u i l d  a s u b s t a n t i a l  

" s a v i n g s  a c c o u n t "  which, i n  time, is i n t e n d e d  to make t h e  A L B  

a c c o u n t  p a r t i a l l y  i f  not w h o l l y  s e l f - s u s t a i n i n g .

In p r o j e c t i n g  the g r o w t h  o f  the A L B  "savings a c c o u n t , "  

the c o m m i t t e e  r e l i e d  u p o n  e l d e r l y  p o p u l a t i o n  p r o j e c t i o n s  and 

a s s u m p t i o n s  d e v e l o p e d  b y  the A l a s k a  D e p a r t m e n t  o f  Labor, t h e  U.S. 

S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n ,  A e t n a  I n s u r a n c e  C o m p a n y  a n d  

T r a v e l e r s  I n s u r a n c e  Company.

U s i n g  t h e s e  a s s u m p t i o n s ,  the f i n a n c i a l  p r o j e c t i o n s  f o r  

t h e  A L B  s a v i n g s  a c c o u n t  w e r e  e n c o u r a g i n g .  B e t w e e n  n o w  a n d  the 

y e a r  2000, the p e r c e n t a g e  o f  p e r m a n e n t  fund e a r n i n g s  r e q u i r e d  to

- 7 -



fund the A L B  p r o g r a m  w i l l  g r a d u a l l y  d e c l i n e ,  to the p o i n t  w h e r e

o n l y  7.5 p e r c e n t  o f  e a r n i n g s  w i l l  b e  r e q u i r e d  b y  the y e a r  2000.

A s  a t t a c h m e n t  //I to t h i s  r e p o r t  i n d i c a t e s ,  in t h a t  year, 

$ 1 9 8  m i l l i o n  m a y  be a p p r o p r i a t e d  to the ac cou n t ,  w h i l e  onJLy 

$ 1 1 8 - $ 1 2 1  m i l l i o n  w i l l  b e  n e c e s s a r y  to fund the p r o g r a m  

r e s u l t i n g  i n  a s a v i n g s  a c c o u n t  d e p o s i t  in t h a t  y e a r  a l o n e  of 

b e t w e e n  $ 7 6 - 7 9  m i l lion. T h e  a g g r e g a t e  " s a v i n g s  a c c ount" b a l a n c e  

in the y e a r  2 0 0 0  s h o uld b e  a p p r o x i m a t e l y  $ 7 0 4  million. B y  the

y e a r  2005, the A L B  savings a c c o u n t  m a y  r e a c h  $1.7 billi on. S i n c e  

o n l y  $168 m i l l i o n  w o u l d  be r e q u i r e d  to fun d the p r o g r a m  t h a t  year, 

the A L B  p r o g r a m  m a y  b ecom e e n t i r e l y  s e l f - s u s t a i n i n g  in that year.

O f  c o u r s e ,  the a s s u m p t i o n s  u s e d  to c a l c u l a t e  t h ese

fi g u r e s  m a y  b e  t o o  liberal, o r  too c o n s e r v a t i v e .  The p o i n t  is 

th a t  u n d e r  a n y  r e a s o n a b l e  a s s u m p t i o n s ,  the A L B  a c c o u n t  w i l l  b u i l d  

a s u b s t a n t i a l  s a v i n g s  a c c o u n t .  T h i s  s a v i n g s  a c c o u n t  is i m p o r t a n t  

fo r  two r e a s o n s .  A s  c u r r e n t  o i l  r e v e n u e s  c o n t i n u e  to d e c l i n e ,  the 

t i m e  m a y  c o m e  w h e n  a s u b s t a n t i a l  p o r t i o n  o f  p e r m a n e n t  f u n d  e a r n­

ings are n e e d e d  f o r  g e n e r a l  g o v e r n m e n t  e x p e n s e s .  Second, c o m­

m e n c i n g  in t h e  y e a r  2010, t h e  e l d e r l y  p o p u l a t i o n  i n  A l a s k a  s h o u l d  

b e g i n  to e x p e r i e n c e  s i g n i f i c a n t  g r o w t h ,  due to the a ging o f  t h o s e  

b o r n  d u r i n g  the p o s t - W o r l d  W a r  II b a b y  boom. T h e  savings a c c o u n t  

p r o v i d e s  a h e d g e  a g a i n s t  b o t h  p r o b lems.

U n d e r  S e c t i o n  4 of t h e  b ill, a n d  c o m m e n c i n g  in F Y  1985,

the a m o u n t  o f  t h e  l o n g e v i t y  b o n u s  w i l l  i n c r e a s e d  b y  three p e r c e n t
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annually. T h u s ,  the a m o u n t  o f  the b o n u s  i n c r e a s e s  f r o m  $ 3 , 0 0 0  p e r  

y e a r  in 1 9 8 4  to $ 4 , 8 1 4  i n  the y e a r  2000.

S e c t i o n  4, h o w e v e r ,  a l s o  p l a c e s  a c e i l i n g  o n  the bonus. 

If the l e g i s l a t u r e ,  i n  a n y  year, a p p r o p r i a t e s  12.5 p e r c e n t  o f  

p e r m a n e n t  f u n d  e a r n i n g s ,  a nd t h a t  a m o u n t  is i n s u f f i c i e n t  to p a y  

the full a m o u n t  o f  the b o n u s  for t h a t  ye ar, if; is the c o m m i t t e e ' s  

i n t e n t  t h a t  t h e  a m o u n t  o f  the b o n u s  s h o u l d  be r e d u c e d  to a v o i d  the 

n e e d  f o r  a g e n e r a l  f und s u p p l e m e n t .  Since, i n  e s s e n c e ,  the A L B  

p r o g r a m  w i l l  b e  p r e s e r v e d  b y  the  p e r m a n e n t  fund, the c o m m i t t e e  

b e l i e v e s  t h a t  it is f a i r  f o r  A l a s k a ' s  e l d e r l y  to l o o k  o n l y  to a 

g i v e n  p e r c e n t a g e  o f  the p e r m a n e n t  fund to p r o v i d e  the bonus. 

A c c o r d i n g l y ,  i n  a n y  y e a r  o f  s h o r t f a l l ,  S e c t i o n  4 p r o v i d e s  t h a t  the 

b o n u s  m a y  be n o  g?reater t h a n  a p e r  c a p i t a d i s t r i b u t i o n  a m o n g  a l l 

e l i g i b l e  a p p l i c a n t s  o f  12.5 p e r c e n t  o f  fund e a r n i n g s .

T h e r e  is at l e a s t  one y e a r  in w h i c h  th is " c e i l i n g "  w i l l  

m a t e r i a l l y  r e d u c e  the size o f  the b onus. T h r o u g h  F Y  84, p e r m a n e n t  

fu n d  e a r n i n g s  h a v e  b e e n  b a s e d  in p a r t  o n  u n d i s t r i b u t e d  e a r n i n g s  

f r o m  p r i o r  y e a r s  in w h i c h  the s t a t e ' s  f o r m e r  d i v i d e n d  p l a n  w a s  

h e l d  u p  in c o u r t .  In F Y  1985, the p e r m a n e n t  fund w i l l  f i n a l l y  

s t a n d  o n  its o w n  -- r e s u l t i n g  in a r e d u c t i o n  o f  p e r m a n e n t  f u n d  

d i v i d e n d  d i s t r i b u t i o n s  f r o m  $ 1 6 9  m i l l i o n  i n  F Y  84 to $ 1 2 1  m i l l i o n  

in  F Y  85. T h e  c o n s e q u e n c e s  o f  this r e d u c t i o n  o n  F Y  85 b o n u s e s  a r e  

d e p i c t e d  in a t t a c h m e n t  //2. If t h e r e  w a s  no " c e i l i n g , "  the l e g i s­

latu r e  w o u l d  b e  r e q u i r e d  to a p p r o p r i a t e  a g e n e r a l  fund  s u p p l e m e n t  

o f  $ 1 4 . 0 9  m i l l i o n  to a w a r d  e a c h  e l i g i b l e  a p p l i c a n t  t h e i r  a n n u a l

-9-



b o n u s  o f  $ 3 , 0 9 0  ( $ 3 , 0 0 0  p l u s  a 3% COLA). B y  v i r t u e  o f  the c e i l­

ing , e a c h  e l d e r l y  A l a s k a n  w i l l  r e c e i v e  a n  a n n u a l  p e r  c a p i t a  d i s­

t r i b u t i o n  o f  s o m e  $2,110.

T h e  q u a l i f i c a t i o n s  f o r  the b o n u s  are se t f o r t h  in

S e c t i o n  3 o f  the bill. In e s s e n c e ,  the  r e s i d e n c y  r e q u i r e m e n t  is

r e d u c e d  to o n e  year. H o w e v e r ,  the b i l l  a l s o  i m p r o v e s  u p o n  the 

e x i s t i n g  d e f i n i t i o n  o f  " r e s i d e n c y . 11 U n d e r  S e c t i o n  7 o f  the bill, 

a p e r s o n  s a t i s f i e s  the r e s i d e n c y  r e q u i r e m e n t  o n l y  i f  he m a i n t a i n s  

h i s  p r i n c i p a l  p l a c e  o f  a b o d e  i n  the s t a t e  f o r  one year, a n d  does 

n o t  c l a i m  r e s i d e n c y  b e n e f i t s  in a n y  o t h e r  st&.'-e.

U n d e r  e x i s t i n g  4 7 . 4 5 . 0 3 0 ,  an e l i g i b l e  a p p l i c a n t  is e n ­

titl e d  to b e  a b s e n t  f r o m  the state f o r  u p  to s i x  m o n t h s  d u r i n g  a n y

y e a r  w i t h o u t  j e o p a r d i z i n g  his e l i g i b i l i t y .  U n d e r  S e c t i o n  5 o f  the 

b ill, § 030 is a m e n d e d  to m a k e  c l e a r  t h a t  t h i s  a u t o m a t i c  s i x - m o n t h  

a b s e n c e  p e r i o d  o n l y  a p p l i e s  a f t e r  i n i t i a l  q u a l i f i c a t i o n .

F i n a l l y ,  S e c t i o n  10 o f  the b i l l  w o u l d  m a k e  the l i b e r a l­

ize d  r e s i d e n c y  r e q u i r e m e n t s  o f  S e c t i o n s  3 Sc 7 r e t r o a c t i v e  to 

J u l y  1, 1982. T h i s  p r o v i s i o n  o f  the l e g i s l a t i o n  is n e c e s s a r y

u n d e r  th e V e s t  s e t t l e m e n t ,  a n d  w i l l  r e q u i r e  a o n e - t i m e  

a p p r o p r i a t i o n  o f  a p p r o x i m a t e l y  $ 12 m i l l i o n  f r o m  the g e n e r a l  fund 

to p a y  r e t r o a c t i v e  b o n u s e s  to all e l d e r l y  A l a s k a n s  w h o  h a d  r e s i d e d  

in the s t a t e  f o r  one y e a r  as o f  J u l y  1, 1982.



F I S C A L  Y E A R  2000

SRCE.

A e t n a

T r v l r

T O T A L  
1 O F  DIV.
E L D E R L Y  DIST.

3.0

2.9

7 9 2 . 3 4

7 9 2 . 3 4

251

1 9 8 . 0 8

1 9 8 . 0 8

A M O U N T
N E E D E D

121.11

1 1 8 . 3 5

S I Z E  O F  B O N U S  

C O L A  CEIL.

4 8 1 4

4 8 1 4

N A

N A

S V G S . 
ACCT.

76.97

7 9.23



SRCE.

A e t n a

T r v l r

FISCAL YEAR 85

T O T A L  
% O F  DIV.
E L D E R L Y  DIST.

2.9

2.9

121.6

121.6

25%

3 0 . 4

3 0 . 4

A M O U N T
N E E D E D

4 4 . 4 9

4 4 . 4 9

S I Z E  O F  B O N U S  

C O L A  CEIL.

3090

3090

S V G S . 
ACCT.

2.110 (14.09)

2 1 1 0  (14.09)
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FISCAL MOTE Revision Date: l'iay 20, 1963 T

L  REQUEST II. FISCAL DETAIL
Bil1/Resolution No.: CSSB 215 (2d Rules) Agency Affected: Administration___________
Title: Longevity Bonus/Permanent Fund Program Category Affected: Social Services
Sponsor: Ray____________________ _ BRU, Program of Subprogram(s) Affectea:
Requestor:________________________ _ _ _  Longevity Bonus Program____________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 8b FY 87 FY 88

OPERATING
100 PERSONAL SERVICES 85.1 53.5 53.5 53.5 53.5
200 TRAVEL
300 CONTRACTUAL 87.0 38.U 8(1.0 90.0 91.0
400 COMMODITIES 2.0 1.5 1.6 1.7 1.8
500 EQUIPMENT .

600 LAND & STRUCTURES
7C0 GRANTS, CLAIMS, ETC 28,62(1.6 (19,112.4) (16,380.7) (13,640.4) (12,955.0

TOTAL OPERATING 28,803.6 (18,969.4) (16,236.6) (13,495.2) (12,808.7

CAPITAL

REVENUE

FUNDING: (Thousands of Do! lars)
GENERAL FUND (11,071.4) (34,345.0) (37,547.9) (40,750.8) (43,953.7
FEDERAL FUNDS
OTHER (Specify Source)
Permanent Fund 39,875.0 15,375.6 21,311.3 27,255.6 31,145.0

POSITIONS:
FUll- i'ITiE ....... ' 270 'T."0' 2.0' ’ " " " ' 2 . 0 ' 2 . 0
PART-TIME 3 . 0 -0- -0- - 0 - - 0 -
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Alaska Permanent Fund Income

IV. ANALYSIS: Attach a separate page for any Analysis •

Prepared B y   Phone: 465-4401
Division: Pioneers1 Benefits Date: 5/20783

y ‘ 1 J
Approved by Commissioner: Lisa Rudd {C / i j  . Date: •f/̂ , •••'-/-t m
Department: ADMINISTRATION_________/ »• '_______________

stribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83

20-01-1/EDGSFI



IV. ANALYSIS:
C.S.S.B. 215 (2d Rules)

This is a revision of fiscal notes submitted on May 4 and 5, 1983. The 
current version of C.S.S.B. 215 (2d Rules) has allowed for the appropriation of 
$17,500,000 from the dividend fund for payment of longevity bonuses in FY84.

ASSUMPTIONS

Residence requirements for eligibility for the Longevity Bonus Program 
would change from 25 years to one year, and the requirement for domicile in 
Alaska’on or before January 3, 1959, would be eliminated.

An estimated 6,072 additional persons would become eligible under the new 
regulations. Based on- the number of people over age 65 who qualified for 
permanent fund dividends in 1982, we estimate payment of the longevity 
bonus to 16,500 people in FY84.

Retroactive benefits to July 1982 will be payable to the additional 6,072 
persons plus 250 present recipients over age 65 who qualified for the Bonus 
in FY83 by completing 25 years of continuous Alaska domicile. Total cost 
of these retro payments is expected to be $18,966,000.

An increase in the Longevity Bonus staff will be needed to process the 
initial flood of applications, and continuing increased staff will be 
necessary to process the greater workload of the expanded program.

Annual growth of the program will be approximately 89 per month after the 
initial surge of applications. This figure is based on the number of 
applications received in addition to new inquiries in the past year. The 
current growth rate is 65 applicants per month.

The Act takes effect on July 1, 1983.

Operating expenses (exclusive of the amount of the monthly Bonus payment) 
and retroactive benefits will be funded from the General Fund.

Monthly Longevity Bonus payments are estimated to be:

FY84 - $201
FY85 - $ 73
FY86 - $ 95
FY87 - $115
FY88 - $125

Additional funds needed for FY84 are computed as follows:

Annual Cost

Personal Services $85,140

Clerk V, PFT (tv/o positions) $53,460
Clerk II, PPT (three positions, 6 mo.) $31,680

a)

b)

c)

d)
e)

- f) 

g)

7/0520-01-2/EDGSFl



IV. ANALYSIS: (continued)

Added postage, bonus warrants, printing of new 
regulations and application forms, data processing 
charges, increased telephone tolls.

Commodities 2,000

Office supplies and file cabinets for application 
and recipient files.

Grants

Additional funds needed for Bonus payments to 9,663,500
estimated 6,072 additional persons who will be 
eligible due to one-year residence requirement.

Retroactive payments for those who v/ould have 18,966.000
been eligible on July 1, 1982 (est. 6,322 x 
12 x $250)

Additional FY84 funds required $28,803,640

For years beyond FY84, two additional PFT staff positions need to be 
retained, along with appropriate contractual and commodities costs, plus grants 
based on an estimated increase of 89 recipients per month.

The amount of grants funds available for payments from the dividend fund in 
FY84 will be $39,875,000, plus retroactive payments of $18,966,000.

This fiscal note assumes that all grants, except retroactive payments, 
which would normally have been funded from the State General Fund, will now be 
funded from the dividend fund for a net reduction of $11,071,400 in expense to 
thp General Fund in FY84. Our assumption is that the Vest lawsuit requires 
retroactive payments. Department of Administration is using known Department of 
Revenue figures that show qualified people over 65 years of age who have applied 
for permanent fund dividends.

Contractual Services 87,000

7/0520-01-3/BDGSF1
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FISCAL MOTE Revision Date: hay 20, 195T

I. REQUEST II.
BiT1/Resolution No.: CSSB 215 (2d Rules)
Title: Longevity Bonus/Permanent Fund
Sponsor: Ray__________________________
Requestor:_____________________________

FISCAL DETAIL
Agency Affected: Administration___________
Program Category Affected: Social Services
BRU, Program of Subprogram(s) Affected:
L nqevity Bonus Program____________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES 85.1 53.5 53.5 53.5 53.5
800 TRAVEL
300 CONTRACTUAL 87.0 88.U 89.0 90.0 91.0
400 COMMODITIES 2.0 1.5 1.6 1.7 1.8
500 EQUIPMENT •

600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC 28,629.5 (19,112.4) (16,380.7) (13,640.4) (12,955.0

TOTAL OPERATING 28,803.6 (18,969.4) (16,236.6) (13,495.2) (12,808.7

CAPITAL

REVENUE

FUNDING: (Thousands of Do 1 a rs)
GENERAL FUND (11,071.4) (34,345.0) (37,547.9) (40,750.8) (43,953.7
FEDERAL FUNDS
OTHER (Specify Source)
Permanent Fund 39,875.0 15,375.6 21,311.3 27,255.6 31,145.0

POSITIONS:
FULL-TIME 2.0 2.0 2.0 2.0 2.0
PART-TIME 3.0 -0- -0- -0- -0-
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: 

Alaska Permanent Fund Income

IV. ANALYSIS: Attach a separate page for any Analysis '

Prepared B y P h o n e :  465-4401
“  ‘ ‘     Date: ” 5720763Division: Pioneers' Benefits______________

Approved by Commissioner: Lisa Rudd
Department: ADMINISTRATION

Date:

stribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills) 
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83

C520-01-1/BDGSF1



IV. ANALYSIS:
C.S.S.B. 215 (2d Rules)

This is a revision of fiscal notes submitted on May 4 and 5, 1983. The 
current version of C.S.S.B. 215 (2d Rules) has allowed for the appropriation of 
$17,500,000 from the dividend fund for payment of longevity bonuses in FY84.

ASSUMPTIONS

Residence requirements for eligibility for the Longevity Bonus Program 
would change from 25 years to one year, and the requirement for domicile in 
Alaska'on or before January 3, 1959, would be eliminated.

An estimated 6,072 additional persons would become eligible under the new 
regulations. Based on- the number of people over age 65 who qualified for 
permanent fund dividends in 1982, we estimate payment of the longevity 
bonus to 16,500 people in FY84.

Retroactive benefits to July 1982 will be payable to the additional 6,072 
persons plus 250 present recipients over age 65 who qualified for the Bonus 
in FY83 by completing 25 years of continuous Alaska domicile. Total cost 
of these retro payments is expected to be $18,966,000.

An increase in the Longevity Bonus staff will be needed to process the 
initial flood of applications, and continuing increased staff will be 
necessary to process the greater workload of the expanded program.

Annual growth of the program will be approximately 89 per month after the 
initial surge of applications. This figure is based on the number of 
applications received in addition to new inquiries in the past year. The 
current growth rate is 65 applicants per month.

The Act takes effect on July 1, 1983.

Operating expenses (exclusive of the amount of the monthly Bonus payment) 
and retroactive benefits will be funded from the General Fund.

Monthly Longevity Bonus payments are estimated to be:

FY84 - $201 
FY85 - $ 73 
FY86 - $ 95 
FY87 - $115 
FY88 - $125

Additional funds needed for FY84 are computed as follows:

Annual Cost

Personal Services $85,140

Clerk V, PFT (two positions) $53,460
Clerk II, PPT (three positions, 6 mo.) $31,680

7/0520-01-2/BDGSF1

a)

b)

c)

d )

e)

- f) 

g)



Contractual Services

Added postage, bonus warrants, printing of new 
regulations and application forms, data processing 
charges, increased telephone tolls.

Commodities

Office supplies and file cabinets for application 
and recipient files.

Grants

IV. ANALYSIS: (continued)

87,000

2,000

Additional funds needed for Bonus payments to 
estimated 6,072 additional persons who will be 
eligible due to one-year residence requirement.

Retroactive payments for those who v/ould have 
been eligible on July 1982 (est. 6,322 x 
12 x $250)

Additional FY84 funds required

9,663,500

18,966,000

$28,803,640

For years beyond FY84, two additional PFT staff positions need to be 
retained, along with appropriate contractual and commodifies costs, plus grants 
based on an estimated increase of 89 recipients per mont'i.

The amount of grants funds available for payments f^om the dividend fund in 
FY84 will be $39,875,000, plus retroactive payments of $18,966,000.

This fiscal note assumes that all grants, except retroactive payments, 
which would normally have been funded from the State General Fund, will now be 
funded from the dividend fund for a net reduction of $11,071,400 in expense to 
thp Ge,.eral Fund in FY84. Our assumption is that the Vest lawsuit requires 
retroactive payments. Department of Administration is using known Department of 
Revenue figures that show qualified people over 65 years of age who have applied 
for permanent fund dividends.

7/0520-01—3/BDGSF1
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No.  24 SENATE JOURNAL SUPPLEMENT 5 /5 /8 3

SB
215

THE LEGISLATURE OF THE STATE OF ALASKA 
FISCAL NOTE

REQUEST
3 ill,'Resolution No. 13 fo r  SB 215 (Finance)pItie An Ace anenoing EEe"Aias/ta lcr.qev:.ty bonus rrograr;
Requested by_ .Date. 3/3

FISCAL DETAIL 
Ajency A ffected , Det-arcnenc o f  Adm inistration
Program Category Affected_
3RD. Procure, or Subpropam(s) Affected Alaska longev ity  Bonus Program.
EXPENDITURE? (Thousands of Dollars)

* FY 84 F'.f 85 FY 86 FY 87 FY 88
?cRSON a!_ SERVICES 26 .7 1 26.7 1 26.71 2 5 .7i 26 .7
TR W F t t i l l
CONTP * CTT1A t • 26 .0  1 26 .5 i 27.01 2 7 .5i r- go c

rn vvnn iTTFc 1 .0  1 ”  L£) i O i l.O l 1 .0
EOU1PMENT 1 ! I 1
La n d  £ STRUCTURES 1 i 1 1
GRANTS CLAIMS PTC 42250.0 • 3C400.0 1 42130.01 58830.01 61430.0

i 1 ! i
TOTAL 42303.7 3C454.2 42184.7 58885.2 61485.7

FUNDING (Thousands o f  Dollars)
GcycpaT pttvh 5 ? ,2 1 54 . 21 54 .7  ! 35 .2 1 ?5 .7FEDERAL FUNDS
OTHER  iSpecify-F"nd Source)_______________|____________ |____________ !____________ l___________
PeiTiunenenmcrLarrmtq3 42250.0 I 30400 .0! 42130 .0 1 S8830.0. 6,1.430.(

ro s m s K S

EU U JD M L l .o l .o  I 1 .0 l . o i l .o
PAST TIME
TEMPORARY

DATE I 'X S L
oDCO' Ucn ttv >— a —^  L O V

■ ■ /y b B iau-SdcAuL^. _ I .a .
p u Q ^  // Senate Finance (.cxtittce



NOTE REGARDING THE FOLLOWING F1WE(S) ON fHCROFILH : 

COMPLETE DOCUIBNT IS  AVAILABLE IN ORIGINAL F IL E S , 

T IT LE PAGE ONLY HAS BEEN FILTH) .
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T H E  L O N G E V I T Y  B O N U S  P R O G R A M :  

O P T I O N S  U N D E R  T H E  V E S T  S E T T L E M E N T

J O N  K .  T I L L I N G H A S T  

Bi rch ,  Hor ton ,  B i t t n e r ,  P e s t i n g e r  & Anderson

March 8, 1983



S E N A T E  A D  H O C  R E S I D E N C Y  C O M M I T T E E 
R E P O R T  ON CSSB 215



1. I N T R O D U C T I O N

T h e  S e n a t e  A d  'oc R e s i d e n c y  C o m m i t t e e  has p a ss ed, and 

has f o r w a r d e d  to the S e n a t e  F i n a n c e  C o m m i t t e e ,  CSSB 215 

( R e s i d e n c y ) . T h e  b i l l  w o u l d  a m e n d  the e x i s t i n g  A l a s k a  longevity* 

b o n u s  ("ALB") p r o g r a m  (AS 4 7 . 4 5 . 0 1 0  et. s e q . ) b y  c r e a t i n g  an 

e q u a l  r e t i r e m e n t  b e n e f i t s  p r o g r a m  f u n d e d  b y  12 .5 p e r c e n t  o f  the 

s t a t e’s p e r m a n e n t  fund e a r n i n g s .

L e g i s l a t i o n  a m e n d i n g  the A L B  p r o g r a m  is n e c e s s a r y  to 

c u r e  s e v e r e  c o n s t i t u t i o n a l  p r o b l e m s  w i t h  the e x i s t i n g  law.

U n d e r  c u r r e n t  A S  4 7 . 4 5 . 0 1 0 ,  a p e r s o n  is e l i g i b l e  f o r  a 

$ 2 5 0 / m o n t h  l o n g e v i t y  b o n u s  if the p e r s o n :

1. is 65 y e a r  o f  age o r  o lder;

2. w a s  " d o m i c i l e d  in the t e r r i t o r y "  o n  o r  b e f o r e

J a n u a r y  3, 1959; an d

3. h a s  b e e n  c o n t i n u o u s l y  d o m i c i l e d  in the state for

25 y ear s.

F o l l o w i n g  the U.S. S u p r e m e  C o u r t ' s  d e c i s i o n  in Z o b e l  

vs. W i l l i a m s , 72 L. Ed. 2d. 672 (1982), the r e s i d e n c y  r e q u i r e­

me n t s  o f  t h e  A L B  p r o g r a m  w e r e  c h a l l e n g e d  in V e s t  v. S c h a f e r ,

1 J U - 8 2 - 1 1 0 3  C i v i l  (1st Jud. Dst., 1982). O n  A u g u s t  9, 1982, the 

A l a s k a  L e g i s l a t i v e  C o u n c i l ,  t o g e t h e r  w i t h  Mr. V e s t  a n d  the 

A t t o r n e y  G e n e r a l ' s  o f f i c e ,  e n t e r e d  i n t o  a n  a g r e e m e n t  w h i c h  

s t a y e d  all p r o c e e d i n g s  i n  the case t h r o u g h  a d j o u r n m e n t  o f  this 

l e g i s l a t i v e  s e s s i o n .  T h i s  s e s s i o n ,  the A l a s k a  L e g i s l a t i v e  

C o u n c i l  w o u l d  u s e  its " b e s t  e f f o r t s "  to s e c u r e  the p a s s a g e  o f

- 1 -



l e g i s l a t i o n  w h i c h  w o u l d  t r e a t  all e l d e r l y  A l a s k a n s  w i t h  

o n e - y e a r’s r e s i d e n c y  e q u a l l y  in the p a y m e n t  o f  l o n g e v i t y  bon uses.

T h e  s e t t l e m e n t  w a s  e n t e r e d  into b e c a u s e  o f  the n o n­

s e v e r a b i l i t y  c l a u s e  o f  the o r i g i n a l  A L B  l e g i s l a t i o n .  U n d e r  § 2,* 

Ch. 205, S L A  1972, i f  the r e s i d e n c y  p r o v i s i o n s  o f  the A L B  

p r o g r a m  w e r e  i n v a l i d a t e d ,  the r e s u l t  w o u l d  b e  the t e r m i n a t i o n  o f  

the p r o g r a m .  Thus, it is v i t a l  t h a t  l e g i s l a t i o n  a m e n d i n g  the 

A L B  p r o g r a m  be .inacted this session. I f  it is not, the Vest  

c a s e  w i l l  resume,  w i t h  the i n e v i t a b l e  r e s u l t  t h a t  the e x i s t i n g  

p r o g r a m  w i l l  be d e c l a r e d  u n c o n s t i t u t i o n a l ,  a n d  all p a y m e n t s  

u n d e r  the p r o g r a m  stopped.

II. P R O C E E D I N G S  B E F O R E  T H E  A D  H O C  R E S I D E N C Y  C O M M I T T E E

O n  M a r c h  8, 1983, the S e n a t e  Ad H o c  R e s i d e n c y  C o m m i t t e e  

r e l e a s e d  a c o m p r e h e n s i v e  r e p o r t  w h i c h  a n a l y z e d  some 10 o p t i o n s  

a v a i l a b l e  to the l e g i s l a t u r e  in a m e n d i n g  the A L B  p r o g r a m . ^ - 

The c o m m i t t e e  e x p l o r e d  e a c h  o f  the 10 o p t i o n s  i n  l i g h t  o f  (1) 

c o n s t i t u t i o n a l  p r o b l e m s ;  (2) the f i s c a l  i m p a c t s  o f  the 

a l t e r n a t i v e ;  (3) t a x  c o n s e q u e n c e s ,  a n d  the o p t i o n ' s  i m p a c t  u p o n  

the e l d e r l y ' s  e l i g i b i l i t y  f or o t h e r  g o v e r n m e n t a l  s e r v i c e s ;  a n d

(4) the c o n s i s t e n c y  o f  the o p t i o n  w i t h  the b a s i c  g o a l s  o f  the 

A L B  program.

It was p l a i n  to the c o m m i t t e e  t h a t  the re w a s  no 

p a i n l e s s  s o l u t i o n  to the p r o b l e m s  p o s e d  b y  the Z o b e l  d e c i s i o n

l"The L o n g e v i t y  B o n u s  Pro gram: O p t i o n s  U n d e r  T h e  V e s t
S e t t l e m e n t , u J o n  K. T i l l i n g h a s t .
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and the V e s t  case. N o n e t h e l e s s ,  the c o m m i t t e e  b e l i e v e s  t h a t  the 

A L B  p r o g r a m ,  i n  som e form, s h o u l d  c o n t i n u e .  It w a s  the i n tent  

o f  the o r i g i n a l  l e g i s l a t i o n ,  i n t r o d u c e d  in 1 9 7 2  b y  S e n a t o r s  R a y  

a n d  B u t r o v i c h ,  to e s t a b l i s h  a p e r m a n e n t  p r o g r a m  to provide- 

s u p p l e m e n t a l  p a y m e n t s  to A l a s k a ' s  e l d e r l y .  T h i s  is a p p a r e n t  

f r o m  the s t a t e m e n t  o f  p u r p o s e s  o f  the Act, w h i c h  n o t e s  the h i g h  

cost o f  r e t i r e m e n t  in A l a s k a ,  and that w i t h o u t  the l o n g e v i t y  

b o n u s :

" T h e s e  p i o n e e r s  w o u l d  be f o r c e d  to live o u t 
t h e i r  r e t i r e m e n t  y e a r s  in ar eas f a r  a w a y  f r o m 
the l a n d  t h e y  l o v e d  a n d  n u r t u r e d  a n d  t h e r e b y  
a l s o  s u f f e r i n g ,  i n  m a n y  cases, th e loss o f  
f a m i l i a l  r e l a t i o n s h i p s  w i t h  t h e i r  o w n  kin, a n  
e x p e r i e n c e  t h c t  is s a d  a n d  f r u s t r a t i n g  to 
t h e m  as w e l l  as d e p r i v i n g  n e w  g e n e r a t i o n s  o f  
A l a s k a n s  the b e n e f i t  o f  t h e i r  w i s d o m  and 
e x p e r i e n c e .  T h i s  l e g i s l a t i o n  w i l l  h o p e f u l l y  
p r o v i d e  o u r  p i o n e e r s  w i t h  the e c o n o m i c  m e a n s  
to r e m a i n  a n d  to c o n t i n u e  to s erve t h e i r  
s t a t e . . . "  § 1, Ch. 205, S L A  1972.

O f  c o u r s e ,  the h i g h  c o s t  of r e t i r e m e n t  i n  A l a s k a  is

h a r d l y  a t e m p o r a r y  p r o b l e m .  M o r e o v e r ,  e v e n  u n d e r  the e x i s t i n g

program, the n u m b e r  o f  r e c i p i e n t s  w o u l d  n o t  p e a k  ui.til the y e a r s  

2 010-2020, a n d  the p r o g r a m  w o u l d  c o n t i n u e  t h r o u g h  a b o u t  the y e a r  

2050.

M o r e o v e r ,  as the c o m m i t t e e ' s  M a r c h  8, 1 9 8 3  r e p o r t  n oted,

b e t w e e n  1/2 a n d  2 / 3  o f  A l a s k a ' s  e l d e r l y  h a v e  i n c o m e  o n l y

m a r g i n a l l y  a b o v e  the s t a t e  p o v e r t y  leve l o f  $ 5 4 6  a month. The A L B  

p r o g r a m  h a s  t h u s  e n a b l e d  m a n y  o f  A l a s k a ' s  e l d e r l y  to r e m a i n  o f f
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: 7J/------------------------------------------------------------

p u b l i c  a s s i s t a n c e .  T h i s  factor, af; well, a r g u e d  i n  f a v o r  of 

r e t e n t i o n  o f  a v i a b l e  p r o g r a m .

F i n a l l y ,  w h i l e  o p e n i n g  the p r o g r a m  to a l l  o n e - y e a r  r e s i­

dents, as is c o n s t i t u t i o n a l l y  r e q u ired , w o u l d  b e  v i e w e d  b y  some as 

p r o v i d i n g  u n w a r r a n t e d  b e n e f i t s  to " n e w c o m e r s , "  the c o m m i t t e e ' s  

r e p o r t  d e m o n s t r a t e d  t h a t  e v e n  t h o s e  A l a s k a n  e l d e r l y  w h o  c u r r e n t l y  

do n o t  r e c e i v e  the b o n u s  h a v e  l i v e d  in the s t a t e  f o r  s e veral  

years.  I n d e e d ,  o n l y  10 p e r c e n t  o f  A l a s k a ' s  e l d e r l y  h a v e  r e s i d e d  

i n  the s t a t e  f o r  10 y e a r s  o r  less.

G u i d e d  b y  a d e s i r e  to retair. a m e a n i n g f u l  A L B  p r o g r a m ,  

the c o m m i t t e e  g a v e  p a r t i c u l a r  c o n s i d e r a t i o n  to s e v e r a l  o f  the 10 

o p t i o n s  a n a l y z e d  i n  its report. A m o n g  the o p t i o n s  c o n s i d e r e d  and 

r e j e c t e d  w e r e :

1. e x p a n d i n g  the  c l a s s  of ALB r e c i p i e n t s  to all 

o n e - y e a r  r e s i d e n t s  in F Y  1984. T h e r e a f t e r  the p r o g r a m  w o u l d  be 

t e r m i n a t e d  w h i l e  p r o v i d i n g  " g r a n d f a t h e r  r i g h t s "  to t h o s e  e l i g i b l e  

in 1 9 8 4  to c o n t i n u e  to r e c e i v e  b o n u s e s  for t h e i r  lives. W h i l e  the 

c o m m i t t e e ' s  c o u n s e l  b e l i e v e d  that this o p t i o n  w a s  p r o b a b l y  c o n s t i­

tut i o n a l ,  t h e  D e p a r t m e n t  o f  L a w  h a s  e x p r e s s e d  s e r i o u s  c o n s e r n s  in 

thi: regard. M o r e o v e r ,  the c o m m i t t e e  b e l i e v e s  t h a t  it is

a r b i t r a r y  to g i v e  a l i f e t i m e  b o n u s  to s o m eon e w h o  h a s  r e a c h e d  the 

a g e  o f  65 o r  a c h i e v e d  t h e i r  o n e - y e a r  r e s i d e n c y  b y  J u n e  30, 1984, 

w h i l e  p r o v i d i n g  no a s s i s t a n c e  to those w h o  r e a c h  the age o f  65 

t h e r e a f t e r ;
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2. e x p a n d i n g  the c l a s s  o f  e l i g i b l e  r e c i p i e n t s  to all 

o n e - y e a r  e l d e r l y  r e s i d e n t s ,  a n d  f u n d i n g  the p r o g r a m  f r o m  g e n e r a l  

reven u e s .  T h i s  o p t i o n  w a s  r e j e c t e d  p r i m a r i l y  f o r  f i s c a l  reason s. 

T h e r e  are c u r r e n t l y  some 9 , 4 2 5  A l a s k a n s  w h o  r e c e i v e  b o n u s e s  

t o t a l l i n g  $ 2 8 . 2 8  m i l l i o n .  W h e n  the c l a s s  is e x p a n d e d  to all 

o n e - y e a r  r e s i d e n t s ,  an additional 3,803 e l d e r l y  w i l l  be e l i g i b l e  

in F Y  1984, w h i c h  w o u l d  r a i s e  the g e n e r a l  fund b u r d e n  to $ 4 0 . 2 8  

m i l l i o n  in F Y  1984, a n d  $ 4 1 . 9 8  m i l l i o n  in F Y  1988. A s  o i l 

r e v e n u e s  c o n t i n u e  to d e c l i n e ,  the c o m m i t t e e  b e l i e v e s  t h a t  the 

g e n e r a l  fund w o u l d  be u n a b l e  to a b s o r b  a n  e v e r - i n c r e a s i n g  b u r d e n

c r e a t e d  b y  an e x p a n d e d  A L B  p r o g r a m ;

3. g r a d u a l l y  p h a s i n g  o u t  the A L B  p r o g r a m ,  w h i l e  at the

same time r a i s i n g  the i n c o m e  " c e i l i n g "  f o r  stat e o l d  age a s s i s­

tance. This is the S h e f f i e l d  a d m i n i s t r a t i o n ' s  p r e f e r r e d  o p t i o n ,  

and was r e j e c t e d  b y  the c o m m i t t e e  f o r  s e v e r a l  re asons. F i r s t ,  it 

c o n v e r t s  the A L B  p r o g r a m  i n t o  a w e l f a r e  s c h e m e  -- a n  a p p r o a c h  

u n i v e r s a l l y  o p p o s e d  b y  A l a s k a ' s  e l d e r l y .  S e c o n d ,  o n c e  the 

$250/mo. A L B  p a y m e n t  has b e e n  t r a n s l a t e d  into a d d i t i o n a l  w e l f a r e  

e n t i t l e m e n t s ,  t h e  m a x i m u m  c o n s t i t u t i o n a l  r e s i d e n c y  r e q u i r e m e n t  

d rops fr om one y e a r  to 30 d ays. T h i s  is b e c a u s e ,  u n l i k e  the ALB, 

w e l f a r e  is c o n s i d e r e d  a " b a s i c  n e c e s s i t y  o f  l ife, " f o r  w h i c h  the 

c o u r t s  g e n e r a l l y  t o l e r a t e  n o  m o r e  t h a n  a one m o n t h  d u r a t i o n a l  

r e s i d e n c y  p r o v i s i o n .  F i n a l l y ,  s i n c e  a n  i n c r e a s e d  w e l f a r e  c e i l i n g  

w o u l d  p r o v i d e  n o t  o n l y  a d d i t i o n a l  m o n e t a r y  b e n e f i t s ,  b u t  a l s o  s u b­

st a n t i a l l y  e x p a n d e d  e l i g i b i l i t y  for M e d i c a i d  -- w h i c h  i n c l u d e s



free a n d  u n l i m i t e d  n u r s i n g  h o m e  c o v e r a g e  -- there is a s u b s t a n t i a l  

r i s k  o f  i n - m i g r a t i o n  c r e a t e d  b y  this o p t i o n ;  and

4. a n  a n n u i t y  p r o g r a m .  U n d e r  this o p t i o n ,  e a c h  

A l a s k a n ,  i n  l i e u  o f  r e c e i v i n g  a c a s h  p e r m a n e n t  f u n d  d i v i d e n d ,  

w o u l d  r e c e i v e  a c r e d i t  to a r e t i r e m e n t  a c c o u n t  e q u a l  to the c a s h  

d i v i d e n d s  O v e r  the y e a r s ,  t h o s e  w h o  c o n t i n u e d  to r e s i d e  in the 

state w o u l d  a c c u m u l a t e  s u b s t a n t i a l  a n n u i t y  a c c o u n t s .  H o w e v e r ,  the 

o p t i o n  w o u l d  r e q u i r e  e a c h  A l a s k a n  to f o r e g o  the e n t i r e t y  o f  h i s  o r  

h e r  p e r m a n e n t  f u n d  d i v i d e n d .  M o r e o v e r ,  for m a n y  y ears, a n d  u n t i l  

i n d i v i d u a l  a n n u i t y  a c c o u n t s  r e a c h e d  some m e a n i n g f u l  p r o p o r t i o n ,  

subs tial g e n e r a l  fun d ’'supplements" w o u l d  b e  r e q u i r e d  i f  the 

state w e r e  to p r o v i d e  a b e n e f i t  o f  a n y  size. F o r  t h e s e  r e a s o n s ,  

this o p t i o n  w a s  r e j e c t e d  b y  the c o m m i t t e e .

III. T H E  E Q U A L  R E T I R E M E N T  B E N E F I T S  P R O G R A M  O F  C S S B  215

T h e  E q u a l  R e t i r e m e n t  B e n e f i t s  p r o g r a m  w h i c h  w o u l d  be 

c r e a t e d  b y  C S S B  21.' p r o v i d e s  b o c h  e q u a l i t y  o f  t r e a t m e n t  and 

p e r m a n e n c e ,  w h i l e  at the s a m e  ti me r e t a i n i n g  some o f  the f i s c a l  

a d v a n t a g e s  o f  the a n n u i t y  a p p r o a c h .  U n d e r  S e c t i o n  1 o f  the bill,

12.5 p e r c e n t  o f  the i n c o m e  f r o m  the p e r m a n e n t  fund w i l l  be 

c r e d i t e d  to a s p e c i a l  a c c o u n t  w i t h i n  the p e r m a n e n t  fund. This 

l o n g e v i t y  b o n u s  a c c o u n t  w o u l d  b e  a v a i l a b l e  f o r  a p p r o p r i a t i o n  to 

fund the A L B  p r o g r a m .  A t  the same time, and u n d e r  S e c t i o n  2 o f  

the bill, the a m o u n t  o f  p e r m a n e n t  fund e a r n i n g s  d i s t r i b u t e d  as 

d i v i d e n d s  w o u l d  b e  r e d u c e d  f r o m  50 p e r c e n t  to 37.5 p e r c e n t .
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e a r n i n g s  w i l l  b e  n e c e s s a r y  to fund the A L B  p r o g r a m .  This year, 

some $41 m i l l i o n  w i l l  be r e q u i r e d  to p r o v i d e  a $25 0/ m o .  b o n u s  to 

all o n e - y e a r  e l d e r l y  r e s i d e n t s .  C o n v e r s e l y ,  the 12.5 p e r c e n t  

c r e d i t  to t h e  l o n g e v i t y  b o n u s  a c c o u n t  this y e a r  w i l l  e q u a l  $42.2  

mi l l i o n .  T h e  $ 1 . 2  m i l l i o n  s u r p l u s  w i l l  r e m a i n  c r e d i t e d  to the A L B  

account, as w i l l  f u t u r e  e a r n i n g s  o n  that surpl us. S e c t i o n  1; 

S e c t i o n  3 7 . 1 3 . 1 4 7 ( b ) . O f  course, the m o n e y  i t s e l f  w i l l  r e m a i n  in 

the p e r m a n e n t  fund. T h e  A L B  a c c o u n t  is, a f t e r  all, o n l y  a n  

" a c c o u n t . "  T h e  c o m m i t t e e  b e l i e v e s  th at it w a s  u n w i s e  to c r e a t e  a 

s e p a r a t e  A L B  "fund." -- b o t h  b e c a u s e  o f  the. r e d u n d a n t  c o s t s  o f  

a d m i n i s t r a t i o n ,  a n d  the loss o f  l e v e r a g e  i n h e r e n t  in a n y  s m a l l e r  

fund.

As the y e a r s  go by, less t h a n  12.5 p e r c e n t  o f  p e r m a n e n t  

fund e a r n i n g s  w i l l  b e  r e q u i r e d  to fund the A L B  program. As a 

result, the A L B  a c c o u n t  w i l l  c o n t i n u e  to b u i l d  a s u b s t a n t i a l  

"savings a c c o u n t "  w h i c h ,  in time, is i n t e n d e d  to m a k e  the A L B  

a c c o u n t  p a r t i a l l y  i f  n o t  w h o l l y  s e l f - s u s t a i n i n g .

In p r o j e c t i n g  the g r o w t h  o f  the A L B  " s a v i n g s  a c c o u n t , "  

the c o m m i t t e e  r e l i e d  u p o n  e l d e r l y  p o p - l a t i o n  p r o j e c t i o n s  and 

a s s u m p t i o n s  d e v e l o p e d  b y  the A l a s k a  D e p a r t m e n t  o f  L a bor, the U.S. 

So c i a l  S e c u r i t y  A d m i n i s t r r t i o n ,  A e t n a  I n s u r a n c e  C o m p a n y  and 

T r a v e l e r s  I n s u r a n c e  Compa ny.

U s i n g  t h e s e  a s s u m p t i o n s ,  the f i n a n c i a l  p r o j e c t i o n s  for 

the AL..3 s a v i n g s  a c c o u n t  w e r e  e n c o u r a g i n g .  B e t w e e n  n o w  a n d  the 

y e a r  2000, the  p e r c e n t a g e  o f  p e r m a n e n t  fund e a r n i n g s  r e q u i r e d  to
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fund the A L B  p r o g r a m  w i l l  g r a d u a l l >  d e c l i n e ,  to the p o i n t  w h e r e  

o n l y  7.5 p e r c e n t  o f  e a r n i n g s  w i l l  b e  r e q u i r e d  b y  the y e a r  2000. 

As a t t a c h m e n t  //I to this r e p o r t  i n d i c a t e s ,  in that year,

$198 m i l l i o n  m a y  be a p p r o p r i a t e d  to the a c c o u n t ,  w h i l e  onjLy

$ 1 1 8 - $ 1 2 1  m i l l i o n  w i l l  be n e c e s s a r y  to fund the p r o g r a m

r e s u l t i n g  i n  a s a v i n g s  a c c o u n t  d e p o s i t  i n  that y e a r  a l o n e  o f  

b e t w e e n  $ 7 6 - 7 9  m i l l i o n .  The a g g r e g a t e  " s a v i n g s  a c c o u n t "  b a l a n c e  

in the y e a r  2 0 0 0  s h o u l d  be a p p r o x i m a t e l y  $ 7 0 4  mil li o n .  B y  the

y e a r  2005, the A L B  s a v i n g s  a c c o u n t  m a y  r e a c h  $1.7 billion. S i n c e  

o n l y  $1 68 m i l l i o n  w o u l d  be r e q u i r e d  to fund the p r o g r a m  that year, 

the A L B  p r o g r a m  m a y  b e c o m e  e n t i r e l y  s e l f - s u s t a i n i n g  in that year.

O f  c o u r s e ,  the a s s u m p t i o n s  u s e d  to c a l c u l a t e  these

f i g ures m a y  b e  too liber a l ,  o r  too c o n s e r v a t i v e .  The p o i n t  ^  

that u n d e r  a n y  r e a s o n a b l e  a s s u m p t i o n s ,  the A L B  a c c o u n t  w i l l  b u i l d  

a s u b s t a n t i a l  s a v i n g s  a c c o unt. This s a v i n g s  a c c o u n t  is i m p o r t a n t  

for two r e a s o n s .  A s  c u r r e n t  o i l  r e v e n u e s  c o n t i n u e  to decline, the 

time m a y  c o m e  w h e n  a s u b s t a n t i a l  p o r t i o n  o f  p e r m a n e n t  fund e a r n­

ings are n e e d e d  f o r  g e n e r a l  g o v e r n m e n t  e x p e n s e s .  Second, c o m­

m e n c i n g  in t h e  y e a r  2010, the e l d e r l y  p o p u l a t i o n  in A l a s k a  s h o u l d  

b e g i n  to e x p e r i e n c e  s i g n i f i c a n t  growth, due to the a g i n g  o f  those 

b o r n  d u r i n g  the p o s t - W o r l d  W a r  II b a b y  boom. The s a v i n g s  a c c o u n t  

p r o v i d e s  a h e d g e  a g a i n s t  b o t h  pr oblems.

U n d e r  S e c t i o n  4 o f  the bill, a n d  c o m m e n c i n g  in F Y  1985,

the a m o u n t  o f  the l o n g e v i t y  b o n u s  w i l l  i n c r e a s e d  b y  three p e r c e n t
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annually. T h u s ,  the a m o u n t  o f  the b o n u s  i n c r e a s e s  f r o m  $ 3 , 0 0 0  p e r  

y e a r  in 1 9 8 4  to $ 4 , 8 1 4  i n  the y e a r  2000.

S e c t i o n  4 , h o w e v e r ,  a l s o  p l a c e s  a c e i l i n g  o n  the bonus. 

If the l e g i s l a t u r e ,  i n  a n y  year, a p p r o p r i a t e s  12.5 p e r c e n t  of 

p e r m a n e n t  f u n d  e a r n i n g s ,  and that a m o u n t  is i n s u f f i c i e n t  to p a y  

the f ull a m o u n t  o f  the b o n u s  f o r  t h a t  ye ar, it is the c o m m i t t e e ' s  

in t e n t  t h a t  t h e  a m o u n t  o f  the b o n u s  s h o u l d  be r e d u c e d  to a v o i d  the 

n e e d  f o r  a g e n e r a l  f u n d  s u p p l e m e n t .  S i n c e ,  in essenc e, the ALB 

p r o g r a m  w i l l  b e  p r e s e r v e d  b y  the p e r m a n e n t  fund, the c o m m i t t e e  

b e l i e v e s  t h a t  it is f a i r  f o r  A l a s k a ' s  e l d e r l y  to l o o k  o n l y  to a 

g i v e n  p e r c e n t a g e  o f  the p e r m a n e n t  f u n d  to p r o v i d e  the bonus. 

A c c o r d i n g l y ,  i n  a n y  y e a r  o f  s h o r t f a l l ,  S e c t i o n  4 p r o v i d e s  that the 

b o n u s  m a y  be no g r e a t e r  t h a n  a p e r  c a p i t a  d i s t r i b u t i o n  a mong all 

e l i g i b l e  a p p l i c a n t s  o f  12.5 p e r c e n t  o f  fund e a r n i n g s .

T h e r e  is at l e a s t  one y e a r  in w h i c h  this " c e i l i n g "  w i l l

m a t e r i a l l y  r e d u c e  the size o f  the b o nu s. T h r o u g h  FY 84, p e r m a n e n t

fund e a r n i n g s  h a v e  b e e n  b a s e d  in p a r t  o n  u n d i s t r i b u t e d  e a r n i n g s

f r o m  p r i o r  y e a r s  in w h i c h  the s t a t e ' s  f o r m e r  d i v i d e n d  p l a n  was

h e l d  up in court.. In F Y  1985, the permanent: fund w i l l  f i n a l l y  

st a n d  o n  its o w n  -- r e s u l t i n g  in a r e d u c t i o n  o f  p e r m a n e n t  fund 

d i v i d e n d  d i s t r i b u t i o n s  f r o m  $ 1 6 9  m i l l i o n  in F Y  8 4  to $1 21 m i l l i o n  

in F Y  85. T h e  c o n s e q u e n c e s  o f  this r e d u c t i o n  o n  F Y  85 b o n u s e s  are 

d e p i c t e d  i n  a t t a c h m e n t  //2. If t here w a s  no " c e i l i n g , "  the l e g i s­

lature w o u l d  b e  r e q u i r e d  to a p p r o p r i a t e  a g e n e r a l  fund  s u p p l e m e n t  

o f  $ 1 4 . 0 9  m i l l i o n  to a w a r d  e a c h  e l i g i b l e  a p p l i c a n t  t h e i r  a n n u a l
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b onus o f  $ 3 , 0 9 0  ( $ 3 , 0 0 0  plus a 37a COLA). B y  v i r t u e  o f  the c e i l­

ing, e a c h  e l d e r l y  A l a s k a n  w i l l  r e c e i v e  an a n n u a l  p e r  c a p i t a  d i s­

t r i b u t i o n  o f  s o m e  $2,110.

T h e  q u a l i f i c a t i o n s  for the b o n u s  are set f o r t h  in 

S e c t i o n  2 o f  t h e  bill. In essence, the r e s i d e n c y  r e q u i r e m e n t  is 

r e d u c e d  to o n e  year. However, the b i l l  a l s o  i m p r o v e s  u p o n  the 

e x i s t i n g  d e f i n i t i o n  o f  " r e s i d e n c y . "  U n d e r  S e c t i o n  7 o f  the bill, 

a p e r s o n  s a t i s f i e s  tue r e s i d e n c y  r e q u i r e m e n t  o n l y  if he m a i n t a i n s  

his p r i n c i p a l  p l a c e  o f  a b o d e  in the state f o r  o n e  year, a n d  does 

n o t  c l a i m  r e s i d e n c y  b e n e f i t s  in a n y  o t h e r  state.

U n d e r  e x i s t i n g  47. 45. 0 3 0 ,  an e l i g i b l e  a p p l i c a n t  is e n­

titl e d  to b e  a b s e n t  f r o m  the state f o r  u p  to six m o n t h s  d u r i n g  any 

y e a r  w i t h o u t  j e o p a r d i z i n g  his e l i g i b i l i t y .  VJnder S e c t i o n  5 o f  the 

bill, § 03 0  is a m e n d e d  to make c l e a r  _hat this a u t o m a t i c  s i x - m o n t h  

a b s e n c e  p e r i o d  o n l y  a p p l i e s  a f t e r  i n i t i a l  q u a l i f i c a t i o n .

F i n a l l y ,  S e c t i o n  10 o f  the b i l l  w o u l d  m a k e  the l i b e r a l­

ized  r e s i d e n c y  r e q u i r e m e n t s  o f  S e c t i o n s  3 St 7 r e t r o a c t i v e  to 

J u l y  1, 1982. T h i s  p r o v i s i o n  of the l e g i s l a t i o n  is n e c e s s a r y

u n d e r  the V e s t  s e t t l e m e n t ,  and w i l l  r e q u i r e  a o n e - t i m e  

a p p r o p r i a t i o n  o f  a p p r o x i m a t e l y  $12 m i l l i o n  f r o m  the g e n e r a l  fund 

to p a y  r e t r o a c t i v e  b o n u s e s  to all e l d e r l y  A l a s k a n s  w h o  had r e s i d e d  

in the s t a t e  f o r  o ne y e a r  as o f  J u l y  1, 1982.
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FISCAL YEAR 2 0 0 0

SRCE.

A e t n a

T r v l r

T O T A L  
% O F  DIV.
E L D E R L Y  DIST. 25%

3.0 7 9 2 . 3 4  1 9 8 . 0 8

2.9 7 9 2 . 3 4  1 9 8 . 0 8

A M O U N T
N E E D E D  C O L A  CEIL.

1 2 1 . 1 1  4 8 1 4  N A

1 1 8 . 3 5  4 8 1 4  N A

S IZ E  OF BONUS
S V G S . 
ACCT.

76.97

79.23



F ISC A L  YEAR 85

S R C E .

A e t n a

T r v l r

T O T A L  S I Z E  O F  BON US
% O F  DIV. A M O U N T  S V G S .
E L D E R L Y  DIST. 25% N E E D E D  C O L A  CEIL. ACCT.

2.9 1 2 1 . 6  3 0 . 4  4 4 . 4 9  30 90 2110 (14.09)

2.9 1 2 1 . 6  3 0 . 4  4 4 . 4 9  3 0 9 0  2110 (14.09)
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