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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE,"; “ _

FISCAL N OTE

R E Q U E S T  ^ . ..
Bill/Resolution No f o r  21o mcince)
yj.jj An Act amending one A iasna lo n g e v ity  Bonus Prograjn
Reouested bv Date -5Z3ZSE.

II. FISCAL DETAIL
Aeencv Affects a De p a r t m e n t  of Adroinistration

Program Category .Affected.

(Note: if more than one budget component is 
component in the analysis section.) 

EXPENDITURES (Thousands of Dollars)

affected, separate line-iLem amounts and funding for each

FY £30

vj*
COr̂i FY 85 FY 8 6 FY 87 FY 88

100 PER SON AT RFRVICFS 1 26.7 1 26.7 1 26.71 26.7i 26.7

POP) TRAVFT I I I !  1 !
300 CONTRACTUAL 1 1 26.0 | 26.5 | 27.0| 27.5| 28.0

A00 o o m m o o t t t f c 1.0 1.0 1.01 1.0| 1.0

S00 FOUIPMFNT 1 1 1 1 1 !

600 L A N D  «L STRUCTURES I l l ' l l
P00 GRANTS. CT.ATMS. FTC 42250.0 I 30400.0 1 42130.01 58830.01 61430.0

1 r i 1 1 1 i

T O T A L 42303.7 30454.2 42184.7 58885.2 61485.7

F U N D I N G  (Thousands oCDoIlars)

f . r y r p  A ]  P | 7 \ - n 53.7 1 54.2 1 54.7! 55.2! 55.7
F E D E R A L  F U N D S  i l l ' l l

CTHE?. (Soecifv Fund Source'- i 1 I 1 1 -
Permanent Fund Earnings 1 1 42250.0 30400.0 ! 42130.0! 58S30.0- 61430.0

POSITIONS

FULL TIME 1.0 1.0 1.0 1.0 1.0

p a r t  t i m e
TEMPORARY

III. ANALYSIS (See riscai Note Preparation Instructions, Section III)

IV. D A T E 5 /3 /8 ?

Original: Legislative Finance 
:c: Bud its: and Management

Prime Sccr.so: (First Legislator Named)

P R E P A R E D  B Y
AGENCY -_________________________________
P H  O N E  ( /  S enate F i n a n c e  C o n n a r r e e

33-OC) (Rev. J:/T9)



Bui/Resolution No.
j'Jt ^GI amenG1n9 Ine m Ic Skc Longevity conus rrogram

R t C U e S t e C  D V ,ur1£_s/3/£2_

F I S C A L  D E T A I L
Agency Affected Department of Administration

rroem_—  Catesorv Affected

(Note: If more, than one budget component is 
component in the analysis sector..) 

EXPENDITURES (Thousands of Doliam)

affected, separate iint- item amounts and funding for eacn

f

1 FY -S4  1 EY -85 1 FT’ • 86 ! FY ~~87 ! F T -" 8 8  I F Y t= -
100 PERSONA T < r ? p \n r r 3 |V -- '5B .4  j 2 6 .7 1 26 .7 ! 2 6 .7 1 2 6 .7  i
non t r a v p t  1 1 1 1 1 1
POO CONTR A f ~ ! )A T |.?6v.f43.b | 2 6 .5 | 2 / . 0 [ L I . o ! 2 8 .0  |
aoo p o w o d t t t ~ c  1 /.c I ■ 6 I 1 .0 i.O I 1 .0 1 i .O  |
S00 ~O IFPM ~N T 1 1 1 1 1 i
600 1ANO £  STRUCTURES | 1 1 i i 1
"/GO GRANTS PT iTUS. “ TO. 1 AZaenU. L) | 30400 .0 (4 2130. (J i 3 8 8 3 0 .0 i 0 1 4 8 0 .0  j

1 i 1 i i i
J O TA 1 -423£3-r5~

■; • n', /
30454 .2 42184.7 5 8385 .2 6 1 485 .7

FUNDING (Thousands o r  Dollars)
7

n ~ v “ « . i t  - ttvh ’ 1 1 0 3 , 5 5 4 .2 j 54 .7 | 5 5 .2 ! 5 5 .7  |
“ EDERAL FUNDS 1 1 • 1 1 i 1
G i HER fSoecifv .-tend Source'. i i 1 <

Dov'rr^nont F'lr.rl rP ^n i r\nc 1 4??40 0 3 0 4 0 0 .Q i4 ? -n n .n ’■ 68830. 0 _ pi a n •
1 <V< A-atp. o  1 | ! < |

POSITIONS

Piti  i tty? 1 ] . n 1 .0 ! 1 .0 i i . n i 1 .0  !
Pi P T  TT Y “  1 1 .5  i i i 1 !
T-M PO R A R Y  I 1 i 1 i

Hi. ANALYSIS (See Fiscs! Note Preparation lr.s i ructions, Section III)

Clerk V PFT (1 position)

Clerk III PPT (3 positions) (5 months) 

Personal Services lOTAL

$ 26, 

31, 

S 53,

730

680

410
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O f f e r e d :  4 / 3 0 / 8 3
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  R a y  an d  K e r t t u l a

1 IN THE SENATE B.Y THE RULES COMMITTEE

2 CS F O R  SENATE B I L L  NO. 215 (Rtt-I^S)

3 IN T H E  L E G I S L A T U R E  OF THE STATE OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act a u t h o r i z i n g  the use of A l a s k a  permanent fund

7 income to pay longevity bonuses; amending the longev-

8 ity bonus p r o g r a m  and the permanent fund dividend

9 d i s t r i b u t i o n  program; and p r o v i d i n g  for an effective

10 date."

11 BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

12 * S e c t i o n  1. AS 37.13 is a m e n d e d  by adding a new s e c t i o n  to read:

13 Sec. 37.13.147. L O N G E V I T Y  BONUS ACCOUNT. The longevity bonus

14 account is established as a separate account in the A l a s k a  permanent

15 fund. N o t w i t h s t a n d i n g  the provisions of AS 37.13.145, 12.5 percent of

16 the income of the permanent fund earned d uring the fiscal yea r  ending

17 on June 30 of the current yea r  that is available for d i s t r i b u t i o n

18 under AS 37.13.140 shall be credited to the longevity bonus account.

19 (b) Money in the longevity bonus account shall be invested in

2.0 i nvestments a u t h orized un d e r  AS 37.13.120. The longevity bonus ac-

21 count shall be credited w i t h  earnings at an interest rate equal to the

22 average rate of interest e a rned on the A l a s k a  permanent fund.

23 (c) The legislature may annually appropriate an amount suffi-

24 cient to pay m o n thly longevity bonuses for the subsequent fiscal yea r

25 u n d e r  AS 4 7 . 4 5 .010(d; from the longevity bonus account to the A l a s k a

26 longevity bonus fund e s t a b l i s h e d  under AS 47.45.090.

27 * Sec. 2. AS 43.23.045(b) is amended to read:

28 (b) N o t w i t h s t a n d i n g  any contrary pro v i s i o n  of law, each y e a r  the

29 c o m m i s s i o n e r  shall transfer to the dividend fund 37.5 [50] percent of

-1- C S S B  2 1 5 ( R l s )



as •

1 the income of the A laska permanent fund earned during the fiscal y e a r

2 e n ding on June 30 of the current year and available for distribution.

3 *  Sec. 3. AS 4 7 .45.010 is amended to read:

4 Sec. 47.45.010. PERSONS W H O  M A Y  Q U A LIFY FOR LONG E V I T Y  BONUS.

5 (a) A p erson w ho is 65 years of age or over, who has b e e n  a resident

6 of the state for at least one yea r  immediately preceding the applica-

7 t ion for a longevity bonus u n d e r  this chapter [WAS DOMI C I L E D  IN T H E

8 T E R R I T O R Y  ON OR BEFORE JANUARY 3, 1959 A N D  WHO HAS M A I N T A I N E D  A  CON-

9 T I N UOUS D O M I C I L E  IN THE T E R R I T O R Y  OR STATE F OR 25 YEARS] m ay apply to

10 the commi s s i o n e r  of a d m i n i s t r a t i o n  for q u a l i f i c a t i o n  to receive a

11 m o n t h l y  bonus [OF $250].

12 (b) When the commissioner of a d m i n i s t r a t i o n  determines that an

13 applicant qualifies u n d e r  AS 4 7 .45.010 - 47.45.170 the c o m m i s s i o n e r

14 [HE] shall immediately b e g i n  payment of the bonus.

15 (c) A p e r s o n  who otherwise qualifies to receive a bonus p r o v i d e d

16 for in AS 47.45.010 - 47.45.170 may continue to do so only as long as

17 that p erson continues to be a resident of [HE CONTIN U O U S L Y  RETAINS A

18 D O M I C I L E  IN] the state.

19 * Sec. 4. AS 47.45.010 is amended by a dding a n e w  subsection to read:

20 (d) The amount of the m o n thly bonus is (1) $250, increased by

21 three percent each ye a r  begi n n i n g  in the state fiscal year 1985; or

22 (2) an amount equal to eight and o n e - t h i r d  p e r c e n t  of the amount

23 credited to the longevity bonus account for the previous fiscal y e a r

24 un d e r  AS 37.13.147, exclusive of earnings, divided by the n umber of

25 q u a l i f i e d  applicants un d e r  this section; w h i c h e v e r  amount is less.

26 Sec. 5. AS 4 7 .45.030 is amended to read:

27 Sec. 47.45.030. A B S ENCE FRO M  THE STATE. Af t e r  q u a l i f i c a t i o n  a

28 [A] recipient shall n otify the commis s i o n e r  of a d m i n i stration when the

29 recipient [HE] expects to be absent from the state if the absence is

C S S B  2 1 5 ( R l s ) -2-



* NA

1 for a continuous p eriod that exceeds 30 days. A f t e r  that notifica-

2 tion, the recipient shall no longer receive bonuses from the Depart-

3 ment of A d m i n i s t r a t i o n  after the [HIS] last regularly appr o v e d  m o n t h l y

4 application. Upon returning [HIS RETURN] to the state the recipient

5 [HE] may again make applic a t i o n  for a bonus. When e v e r  the alisence is

6 for a continuous p eriod that exceeds 180 days the recipient shall be

7 d i s q u a l i f i e d  from receiving bonuses for the next 12 calendar months

8 after returning [HIS RETURN] to the state. However, w h e n  the commis-

9 sioner of a d m i n i stration determines a p eriod of absence is beyond the

10 control of the recipient, the recipient [HE] may not be disqualified,

11 if the r e c i p i e nt [HE] still o therwise qualifies u p o n  returning [HIS

12 RETURN] to the state. Continual absences from the state, even t h o u g h

13 reported, and failure to notify the commissioner of an expected ab-

14 sence may be grounds for disqualification.

15 * Sec. 6. AS 47.45.090 is repealed and reenacted to read:

16 Sec. 47.45.090. A L A S K A  LON G E V I T Y  BONUS FUND. The A laska longev-

17 ity bonus fund is e stablished for the purpose of p aying the m o n t h l y

18 bonuses provided for in this chapter. The fund consists of m o n e y

19 a p p r o p r i a t e d  to the fund by the state legislature from the longevity

. 20 bonus account established un d e r  AS 37.13.147.

21 * Sec. Tit AS 47.45.150 is amended by adding a new p a r a g r a p h  to read:

22 (3) "resident" or "resident of the state" means an indi-

23 v idual who is physically present in the state w i t h  the intent to

24 r e m a i n  in the state indefinitely and to make a home in the state. A

25 p e r s o n  demonstrates the requisite intent only be m a i n t a i n i n g  a princi-

26 pal pl a c e  of abode in the state for the one year requ i r e d  by AS 47.-

27 45.010(a) and by pro v i d i n g  other proof of intent the commis s i o n e r  may

28 require by regulation, including proof that the p e rson is not claiming

29 residency outside the state or o btaining benefits u n d e r  a claim of

-3- C S S B  2 1 5 ( R l s )



1 residency outside the state.

2 * Sec. AS 47.45.170 is repealed and reenacted to read:

3 Sec. 47.45.170. FINDINGS A ND PURPOSE. The legislature finds and

4 declares that

5 (1) the high cost of goods and services i n  A l a s k a  and the

6 s t a t e’s remoteness ard harsh environment, make it difficult for m a n y

t elderly A l a s k a n s  to remain in the state after retirement;

8 (2) wh e n  a person is forced to live out retirement years

9 away from home, family and friends, that p erson suffers an irreparable

10 loss;

11 (3) Alaska's elderly are a precious h u m a n  resource, and it

12 is in the p u b l i c  interest to provide a financial incentive for them to

13 r emain in the state after retirement;

14 (4) as oil revenues decrease, it wi l l  b ecome i n c reasingly

15 d i fficult for the legislature to fund the longevity bonus p r o g r a m

16 t h r ough annual appropriations and the income of the Alaska per m a n e n t

17 fund is an appropriate source of funding for the longevity bonus

18 program; and

1.9 (5) it is in the p u blic interest to continue the longevity

20 bonus p r o g r a m  for all elderly Alaskans i r respective of need. The

21 longevity bonus program is not a form of welfare, and is not a substi-

22 tute for or supplement to public assistance. O t h e r  programs are

23 a vailable to provide the basic necessities of life. The longevity

24 bonus p r o g r a m  is intended only to encourage elderly Alaskans to spend

25 their retirement years in the comfort of their homes.
iO

26 * Sec. "9, AS 47.45.150(2) is repealed.

27 * Sec,— l O ^ w J t ^ i s  the intent of the legislature that any mo n e y  appropri-

28 ated fro m  the g e n e r a l  fund for the purpose of paying monthly longevity—

29 bomrs-es-; a-f-te-r— t-he— state- fiscal year ending June 30, "1982-, be

C S S B  2 1 5 ( R l s ) -4-



1 — Mappxopx-i-a-ted a n d - t r a n s f e r r e d  to -the general fund from-the— longevity bonne

 2 account e s t a b l i s h e d  under sec. 1 of this Act as soon as possible after— the

 3 effective_date. of this Act-

4 *_Sec. 11. ^Seeticcs_L_and_7 of this Act are retroa c t i v e  to July— 1-,

5 -fS-frf-T
//

6 *  Sec. X£*. This Act takes effect July 1, 1983.

-5- C S S B  2 1 5 ( R l s )



Sec   . AS  Notwithstanding any other

state or municipal statute, regulation, or ordinance to the 

contrary, officials of the longevity bonus program may have 

access to and use the records or other information, or portions 

thereof, held by other agencies of the state and municipal 

governments which bear on the length of Alaska residence of a 

bonus applicant or recipient.



STATE OF ALASKA / 7  ts M
FISCAL NOTE |Revision Date: May 20, 1983 1

REQUEST II. FISCAL DETAIL

Bil1/Resolution No.: CSSB 215 (2d Rules)

Title: Longevity Bonus/Permanent Fund

Sponsor: Ray

Requestor^

EXPENDITURES/REVENUES: (Thousands of Dollars)

Agency Affected: Administration____________

Program Category Affected: Social Services

BRU, Program of Subprogram(s) Affected: > 

Longevity Bonus Program______________________

FY 83 FY 84 FY ‘15 FY 86 FY 87 FY 88
OPERATING

100 PERSONAL SERVICES 85.1 53.5 53.5 53.5 53.5

200 TRAVEL

300 CONTRACTUAL 87.0 88.0 89.0 90.0 91.0

400 COMMODITIES

o
•

CVI 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 Dol 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-TIME 2.0 2.0
■ YJj- ■

2.0 2.0
PART-TIME 3.0 -0" -0- -0- -0-
TEMPORARY

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

A'taska Permanent Fund Income

Attach a separate page for any Analyses.' 

Prepared By: J

ANALYSIS 

Division: Pioneers' Benefits

Approved by Commissioner: Lisa Rudd,

Department: ADMINISTRATION

Phone: 465-4401

Date: 5/20/83

Date:_ ■5/a. y / S 3

)istribution:

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

70520-01-1/BDGSF1



7/0520-

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

a) 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 Janua.y 3, 1959, would be eliminated.

b) 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.

c) 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.

d) An increase in the Longevity Bonus staf* 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.

el Annual growth of the prcoram will be approximately 89 per month after the

initial surge of applications. This figure is based on the number of

af.ulications received in addition to new inquiries in the past year. The 

current growth rate is 65 applicants per month.

f) The Act takes effect on July 1, 1983.

g) Operating expenses (exclusive of the amount of the monthly Bonus payment)

and retroactive benefits will be funded from the General Fund.

IV. ANALYSIS:

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

1-2/BDGSF1
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Contractual Services 87,000

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 would have 1 8 ,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.

IV. ANALYSIS: (continued)

7/0520-01-3/BDGSF1



Seriate. 

Qcututuiiee. tyi+uznce.

Officiul Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

SENATE FINANCE COMMITTEE

Subject: CSSE-215, Longevity Bonus

Date: May 4, 1983

1:30 PM

Finance Committee Room

Attached are:

C S S B - 2 1 5 (Rls) 4/30/83

CSSB-215 (Residency) 4/7/83

Memorandum (Senator Ray) 4/30/83

Fiscal Note & Analysis (Commission Rudd, DOA)

Fiscal Note (Senator Sac Lett) 5/3/83

4/29 /8 3
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O f f e r e d :  4 / 3 0 / 8 3
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  R a y  an d  K e r t t u l a

1 IN THE SENATE BY THE RULES C OMMITTEE

2 CS FOR S E N A T E  B I L L  NO. 215 (Rules)

3 IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - FIRST SESSION

5 A  BILL

6 F o r  an Act entitled: "An Act a u t h o r i z i n g  the use of A l a s k a  per m a n e n t  fund

7 income to pay longevity bonuses; amending the longev-

8 ity bonus p r o g r a m  and the permanent fund d i v i d e n d

9 d i s t r i b u t i o n  program; and p r o v i d i n g  for an e f fective

10 date."

11 B E  IT E N A CTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

12 * Section 1. AS 37.13 is a m e n d e d  by adding a n e w  s e c t i o n  to read:

13 Sec. 37.13.147. L O N G E V I T Y  BONUS ACCOUNT. The longevity bonus

14 account is e s t a b lished as a separate account in the A l a s k a  permanent

15 fund. N o t w i t h s t a n d i n g  the provisions of AS 37.13.145, 12.5 percent of

16 the income of the permanent fund earned d uring the fiscal y e a r  ending

17 on June 30 of the current yea r  that is available for d i s t r i b u t i o n

18 u n d e r  AS 37.13.140 shall be credited to the longevity bonus account.

19 (b) Money in the longevity bonus account shall be invested in

20 investments authorized under AS 37.13.120. The longevity bonus ac-

21 count shall be cred i t e d  w i t h  earnings at an interest rate equal to the

22 average rate of interest earned on the A l a s k a  permanent fund.

23 (c) The legislature m ay annually appropriate an amount suffi-

24 cient to pay m o n thly longevity bonuses for the subsequent fiscal y e a r

25 under AS 47.45.010(d) from the longevity bonus account to the Alaska

26 longevity bonus fund established under AS 47.45.090.

27 * Sec. 2. AS 43.23.045(b) is amended to read:

28 (b) N o t w i t h s t a n d i n g  any contrary p r o v i s i o n  of law, each y e a r  the

29 c o m m i s s i o n e r  shall transfer to the dividend fund 37.5 [50] percent of

-1- C S S B  2 1 5 ( R l s )
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. *

the income of the Alaska permanent fund earned d uring the fiscal ye a r  

ending on June 30 of the current y e a r  and available for distribution. 

Sec. 3. AS 47.45.010 is amended to read:

Sec. 47.45.010. PERSONS WHO M A Y  Q U A LIFY FOR L O N G E V I T Y  BONUS,

(a) A  person who is 65 years of age or over, who has b e e n  a resident 

of the state for at least one y e a r  i mmediately p r eceding the a p p l i c a­

tion for a longevity bonus un d e r  this chapter [WAS D O M I C I L E D  IN THE 

T E RRITORY ON OR BEFORE JANUARY 3, 1959 A N D  WHO HAS M A I N T A I N E D  A C O N­

TINUOUS DOMICILE IN THE TER R I T O R Y  OR STATE FOR 25 YEARS] m a y  apply to 

the c o mmissioner of a d m i n i s t r a t i o n  for q u a l i f i c a t i o n  to receive a 

m o n t h l y  bonus [OF $250].

(b) Whe n  the commissioner of a d m i n i s t r a t i o n  determines that an 

applicant qualifies under AS 47. 4 5 . 0 1 0  - 47.45.170 the c o m m i s s i o n e r  

[HE] shall immediately b e g i n  payment of the bonus.

(c) A p e rson who otherwise qualifies to receive a bonus p r o v i d e d  

for in AS 47.45.010 - 47.45.170 m ay continue to do so only as long as 

that p e r s on continues to be a r e s i d e n t of [HE C O NTINUOUSLY R E T AINS A 

DOMICILE IN] the state.

Sec. 4. AS 4 7 .45.010 is amended by a dding a n ew sub s e c t i o n  to read:

(d) The amount of the m o n thly bonus is (1) $250, inc r e a s e d  by 

three percent each year b e g i n n i n g  in the state fiscal yea r  1985; or

(2) an amount equal to eight and o n e-third percent of the amount 

credited to the longevity bonus account for the previous fiscal ye a r  

under AS 37.13.147, exclusive of earnings, divided by the n u m b e r  of 

qual i f i e d  applicants under this section; w h i c h e v e r  amount is less.

Sec. 5. AS 47.45.030 is amended to read:

Sec. 47.45.030. A B S ENCE F R O M  THE STATE. After q u a l i f i c a t i o n  a 

[A] recipient shall n otify the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  w h e n  the 

recipient [HE] expects to be absent from the st^te if the absence is
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1 for a continuous p e r i o d  that exceeds 30 days. A f t e r  that notifica-

2 tion, the recipient shall no longer receive bonuses from the D e p a r t -

3 ment of A d m i n i s t r a t i o n  after the [HIS] last regularly appr o v e d  m o n t h l y

4 application. U p o n  r e t u r n i n g  [HIS RETURN] to the state the recipient

5 [HE] may again make a p p l i c a t i o n  for a bonus. W h e n e v e r  the a b s ence is

6 for a continuous p e r i o d  that exceeds 180 days the recipient shall be

7 d i s q u a l i f i e d  from r e c e i v i n g  bonuses for the next 12 calendar m onths

8 after r e turning [HIS RETURN] to the state. However, w h e n  the conunis-

9 sioner of a d m i n i s t r a t i o n  d e t ermines a p eriod of absence is b e y o n d  the

10 control of the recipient, the recipient [HE] may not be d i s q ualified,

11 if the recipient [HE] still othe r w i s e  qualifies u p o n  retu r n i n g  [HIS

12 RETURN] to the state. Con t i n u a l  absences from the state, even t h o u g h

13 reported, and failure to n o t i f y  the commis s i o n e r  of an e x p e c t e d  ab-

14 sence may be grounds for disqualification.

15 * Sec. 6. AS 4 7 . 4 5 . 0 9 0  is repealed and reenacted to read:

16 Sec. 47.45.090. A L A S K A  L O N G E V I T Y  BONUS F U N D . The A l a s k a  longev-

17 ity bonus fund is e s t a b l i s h e d  for the purpoce of p a y i n g  the m o n t h l y

18 bonuses p r o v i d e d  for in this chapter. The fund consists of m o n e y

19 approp r i a t e d  to the fund by the state legislature from the l o ngevity

20 bonus account e s t a b l i s h e d  u n d e r  AS 37.13.147.

21 * Sec. 7. AS 4 7 . 4 5 . 1 5 0  is a m e n d e d  by adding a new p a r a g r a p h  to read:

22 (3) "resident" or "resident of the state" means an indi-

23 v i d u a l  w ho is p h y s i c a l l y  p r e sent in the state w i t h  the intent to

24 r emain in the state i n d e f i n i t e l y  and to make a home in the state. A

25 p e r s o n  d e monstrates the r e quisite intent only be m a i n t a i n i n g  a princi-

26 pal place of abode in the state for the one year required by AS 47.-

27 45.010(a) and by p r o v i d i n g  other proof of intent the c o m m i s s i o n e r  may

28 require by regulation, i n c l u d i n g  proof that the p e r s o n  is not claiming

29 residency outside the state or o b taining benefits un d e r  a claim of
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• . •

1 r e s i d e n c y  outside the state.

2 * Sec. 8. AS 47.45.170 is repe a l e d  and reenacted to read:

3 Sec. 47.45.170, FINDINGS A N D  PURPOSE. The legislature finds and

4 declares that

5 (1) the hig h  cost of goods and services in A l a s k a  and the

6 state's remoteness and harsh environment, .iake it difficult for many

7 e l d erly Alas k a n s  to remain in the state after retirement;

8 (2) w h e n  a p e r s o n  is forced to live out retirement years

9 away from home, family and friends, that p e r s o n  suffers an irrepa r a b l e

10 loss;

11 (3) Alaska's elderly are a precious h u m a n  resource, and it

12 is in the p ublic interest to provide a financial incen ive for them to

13 r e m a i n  in the state after retirement;

14 (4) as oil revenues decrease, it will b e c o m e  i n creasingly

15 d i fficult for the legislature to fund the longevity bonus p r o g r a m

16 t h r o u g h  annual appropriations and the income of the A l a s k a  perm a n e n t

17 fund is an appropriate source of funding for the longevity bonus

18 program; and

19 (5) it is in the p ublic interest to continue the longevity

20 bonus p r o g r a m  for all elderly Alaskans irrespective of need. The

21 longevity bonus program is not a form of welfare, and is not a substi-

22 tute for or supplement to p u b l i c  assistance. Ot h e r  programs are

23 a v ailable to provide the basic n ecessities of life. The longevity

24 bonus p r o g r a m  is intended only to encourage elderly Alaskans to spend

25 their retirement years in the comfort of their homes.

26 * Sec. 9. AS 47,45.150(2) is repealed.

27 * Sec. 10. It is the intent of the legislature that any mo n e y  appropri-

28 ated from the general fund for the purpose of p a ying m o n t h l y  longevity

29 bonuses, after the state fiscal year ending June 30, 1982, be
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1 r e a p p r o p r i a t e d  and tr a n s f e r r e d  to the general fund from the longevity bonus

2 account e s t a b lished under sec. 1 of this Act as soon as possible after the

3 effective date of this Act.

4 *  Sec. 11. Sections 3 and 7 of this Act are retroactive to July 1,

5 1982.

6 *  Sec. 12. This Act takes effect July 1, 1983.

-5- C S S B  2 1 5 (Rls)



O f f e r e d :  4 / 7 / 8 3
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  R a y  a n d  K e r t t u l a

BY THE AD HOC COMMITTEE
1 IN THE SENATE ON R E S I D E N C Y

2 CS F OR SENATE BIL L  NO. 215 (Residency)

3 IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  SESSION

5 A  BILL

6 For an Act entitled: "An Act au t h o r i s i n g  the use of A l a s k a  permanent fund

7 income to p a y  longevity bonuses; amending the longev-

8 ity bonus p r o g r a m  and the p ermanent fund d i v i d e n d

9 d i s t r i b u t i o n  program; and p r o v i d i n g  for an effective

10 date."

11 BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

12 * S e c t i o n  1. AS 37.13 is amended by adding a n e w  section to read:

13 Sec. 37.13.147. L O N G E V I T Y  BONUS A C C O U N T . The longevity bonus

14 account is establ i s h e d  as a separate account in the A l a s k a  permanent

15 fund. N o t w i t h s t a n d i n g  the p r o visions of AS 37.13.145, 12.5 percent of

16 the income of the permanent fund earned d u r i n g  the fiscal year e nding

17 on June 30 of the current y e a r  that is available for d i s t r i b u t i o n

18 u n d e r  AS 37.13.140 shall be credited to the longevity bonus account.

19 (b) M o n e y  in the longevity bonus account shall be invested in

20 i nvestments authorized under AS 37.13.120. The longevity bonus ac-

21 count shall be credited w i t h  earnings at an interest rate equal to the

22 average rate of interest earned on the A l a s k a  p e rmanent fund.

23 (c) The legislature may annually a ppropriate an amount suffi-

24 cient to pay monthly longevity bonuses for the subsequent fiscal year

25 un d e r  AS 47.45.010(d) from the longevity bonus account to the A l a s k a

26 longevity bonus fund established under AS 47.45.090.

27 * Sec. 2. AS 43.23.045(b) is amended to read:

28 (b) N o t w i t h s t a n d i n g  any contrary p r o v i s i o n  of law, each year the

29 c o m m i s s i o n e r  shall transfer to the divi d e n d  fund 37.5 [50] percent of
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1 the income of the A laska permanent fund earned d u ring the fiscal year

2 ending on June 30 of the current yea r  and available for distribution.

3 * Sec. 3. AS 47. 4 5 . 0 1 0  is amended to read:

4 Sec. 47.45.010. PERSONS WHO M A Y  Q U A L I F Y  FOR L O N G E V I T Y  BONUS.

5 (a) A  p e r s o n  who is 65 years of age or over, who has b e e n  a resident

6 of the state for at least one ye a r  immediately p r e c e d i n g  the applica-

7 tion for a longevity bonus under this chapter [WAS D O M I C I L E D  IN THE

8 TERRITORY ON OR BEFORE J A N UARY 3, 1959 A N D  WHO HAS M A I N T A I N E D  A  C0N-

9 TINUOUS DOMI C I L E  IN THE T E R R I T O R Y  O R  STATE FOR 25 YEARS] m a y  apply to

10 the commissioner of a d m i n i stration for q u a l i f i c a t i o n  to receive a

11 m o n thly bonus [OF $250].

12 (b) When the commissioner of a d m i n i s t r a t i o n  d e t e rmines that an

13 applicant qualifies under AS 47.45.010 - 4 7 .45.170 the c o m m i s s i o n e r

14 [HE] shall immediately be g i n  payment of the bonus.

15 (c) A  p erson who otherwise qualifies to receive a bonus p r o v i d e d

16 for in AS 4 7.45.010 - 4 7 .45.170 may continue to do so only as long as

17 that person continues to be a resident of [HE C O N T I N U O U S L Y  R E T A I N S  A

18 DOMICILE IN] the state.

19 * Sec. 4. AS 47.45.010 is amended by adding a new s u b s e c t i o n  to read:

20 (d) The amount of the monthly bonus is (1) $250, increased by

21 three percent each year beg i n n i n g  in the state fiscal y e a r  1985; or

22 (2) an amount equal to eight and o n e-third percent of the amount

23 credited to the longevity bonus account for the previous fiscal yea r

24 under AS 37.13.147, exclusive of earnings, d i v ided by the n umber of

25 qualified applicants under this section; w h i c h e v e r  amount is less.

26 * Sec. 5. AS 47.45.030 is a m e n d e d  to read:

27 Sec. 47.45.030. A B S ENCE FROM THE STATE. A f t e r  q u a l i f i c a t i o n  a

28 [A] recipient shall notify the c o m missioner of a d m i n i s t r a t i o n  w h e n  the

29 recipient [HE] expects to be absent from the state if the absence is
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1 for a continuous p e r i o d  that exceeds 30 days. A f t e r  that notifica-

2 tion, the recipient shall no longer receive bonuses from the Depart-

3 ment of A d m i n i s t r a t i o n  af t e r  the [HIS] last regularly appr o v e d  m o n thly

4 application. U p o n  r e turning [HIS RETURN] to the state the recipient

5 [HE] m a y  again mak e  a p p l i c a t i o n  for a bonus. W h e n e v e r  the absence is

6 for a continuous p e r i o d  that exceeds 180 days the recipient shall be

7 d i s q u a l i f i e d  from rec e i v i n g  bonuses for the next 12 c a l e n d a r  months

8 after returning [HIS RETURN] to the state. However, w h e n  the commis-

9 sioner of a d m i n i s t r a t i o n  determines a p e r i o d  of absence is b e y o n d  the

10 control of the recipient, the recipient [HE] m ay not be disqualified,

11 if the recipient [HE] still o t herwise q u alifies u p o n  r e t u r n i ng [HIS

12 RETURN] to the state. Continual absences from the state, ev e n  though

13 reported, and failure to n o tify the commis s i o n e r  of an expected ab-

14 sence may be grounds for disqualification.

15 * Sec. 6. AS 4 7 .45.090 is repe a l e d  and reenacted to read:

16 Sec. 47.45.090. A L A S K A  T.ONGEVITY BO N U S  FUND. The A l a s k a  longev-

17 ity bonus fund is e s t a b l i s h e d  for the purpose of p a ying the m o n t h l y

18 bonuses provided for in this chapter. The fund consists of mo n e y

19 a p p r o p r i a t e d  to the fund by the state legislature from the longevity

20 bonus account es t a b l i s h e d  under AS 37.13.147.

21 * Sec. 7. AS 4 7.45.150 is amended by a dding a new p a r a g r a p h  to read:

22 (3) "resident" or "resident of the state" means an indi-

23 v i dual who is p h y s ically present in the state w i t h  the intent to

24 remain in the state i n d e f i n i t e l y  and to make a home in the state. A

25 p e r s o n  demonstrates the requisite intent only be m a i n t a i n i n g  a princi-

26 pal place of abode in the state for the one year requ i r e d  by AS 47.-

27 45.010(a) and by p r o v i d i n g  other proof of intent the commis s i o n e r  may

28 require by regulation, i n cluding proof that the p e r s o n  is not claiming

29 r e sidency outside the state or o b taining benefits un d e r  a claim of
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1 res i d e n c y  outside the state.

2 * Sec. 8. AS 4 7 .45.170 is repealed and reenacted to read:

3 Sec. 47. ',5.170. FINDINGS AND PURPOSE. The legislature finds and

4 declares that

5 (1) the hig h  cost of goods and services in A l a s k a  and the

6 state's remoteness and h a r s h  environment, make it difficult for man y

7 e l d erly Alas k a n s  to r e m a i n  in the state after retirement;

8 (2) w h e n  a p e r s o n  is forced to live out retirement years

9 away from home, family and friends, that p erson suffers an i r r e p a r a b l e

10 loss;

11 (3) Alaska's elderly are a precious hu m a n  resource, and it

12 is in the public interest to provide a financial incentive for them to

13 r e main in the state after retirement;

14 (4) as oil revenues decrease, it will b ecome i n c r e a s i n g l y

15 dif f i c u l t  for the legislature to fund the longevity bonus p r o g r a m

16 through annual a ppropriations and the income of the A l a s k a  p e r m a n e n t

17 fund is an appropriate source of funding for the longevity bonus

18 program; and

19 (5) it is in the p ublic interest to continue the longevity

20 bonus p r o g r a m  for all elderly Alaskans irrespective of need. The

21 longevity bonus p r o gram is not a form of welfare, and is not a substi-

22 tute for or supplement to p ublic assistance. Ot h e r  programs are

23 a v ailable to provide the basic necessities of life. The long e v i t y

24 bonus p r o g r a m  is intended only to encourage elderly Alaskans to spend

25 their retirement years in the comfort of their homes.

26 * Sec. 9, AS 47.45.150(2) is repealed.

27 * Sec. 10. Sections 3 and 7 of this Act are retroactive ‘j o  July 1,

28 1982.

29 * Sec. 11. This Act takes effect July 1, 1983.
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MEMORANDUM

TO : Senators Sackett and Bennett, co-chairmen, and all other members of
the Senate Finance Conmittee

FROM : Senator Ray
RE : CSSB 215--Longevity bonus
DATE : April 30, 1983

As you know, the Department of Administration ("DOA") has submitted a revised 
fiscal note dated April 29, 1983 with an attached "analysis."

According to the DOA's analysis, since submitting a fiscal note on April 6, 1983,
"new information has come to light which drastically changes the estimate of the 
number of persons who would qualify for the Longevity Bonus under C.S.S.B. 215."

This so called "new information" consists of a finding by the Department of 
Revenue that out of "356,000 Permanent Fund applications, 19,725 applications 
were from persons who were age 65 or older."

3ased solely on the above 'hew information," the DOA then concluded that "it seems 
almost certain that there are at least 19,725 persons who will qualify for the Bonus 
under C.S.S.B. 215, rather that 13,228 which was estimated in the fiscal note dated 
April 6, 1983."

For the reasons that follow, we feel that the DOA.'s 1 hew information" and the 
conclusions and projections based thereon m a y  be very inaccurate and grossly 
misleading:

1. The so called "new information" isn't new at all. It was readily available 
or obtainable long before the DOA’s prior fiscal note of April 6, 1953, yet it 
was never -used in arriving at the previous estimate of 13.228 longevity bonus 
recipients.

The DOA. offers no explanation of why this information wasn't obtained 
or used before, or why it suddenly "came to light." Two reasonable 
inferences can be drawn from this omission: (1) the DOA is so inept 
and incompetent that noone ever thought of it before; or (2) they
thought of it before, but decided that the data was so raw and sc
inconsistent with other, more reliable data that it was not worth 
using.

For soma of the reasons discussed below, we believe that the second 
inference is the more reasonable.

2. Tne so called "new information" is merely raw data that completely fails to
consider various factors that might fully account for the difference between the
number of 65 or over permanent fund applicants and the previously estimated num­
ber of longevity bonus recipients under CSSB 215.

Tne DOA "analysis" itself recognizes or admits that the 19,725 figure 
"does not take into consideration those who have since died or left 

the State."

However, that is not all the it fails to take into consideration. There



are a number of ocher factors which have been omitted and "which may 

be far more important.

For examp 1e , no effort was made to estimate how many of the 19,725 
applications were duplicates; or how many of them were fraudulent,

And, perhaps far more importantly, no consideration was given to how 
many of .those 19,725 elderly applicants are absent from the state for 
more than 180 consecutive days a year and thus ineligible to receive 
a longevity bonus.

*
3. The so called "new information" is completely inconsistent with the carefully 
accumulated and recorded data and pro,] ections on which the prior estimate of
13,228 longevity bonus recipients was based.

In August, 1982, the Department of Law filed an Agreement and Settle­
ment Order in the Vest case which, on page 4 , estimated that if the 
original longevity bonus program residency requirement was drooped, 
approximately 13.124 persons would be eligible,

That figure was consistent with a DOA draft fiscal note done in 
January, 1983 (see Jon Tillinghast's report dated March 8, 19.53, at 
page 24). 5

Starting ii- February, 19S3, the DOA and other agencies provided us 
with the data supporting the 13,228 figure, including a 1981 Deoartmen 
of Labor ("DOL") population study and overview that estimated that in 
1983 there would be 13,672 elderly in Alaska and that the "percentage 
of elderly would remain fairly static through the year 2000 (see 
Tillinghast's report, at page Li).

In February7 and March of this year the DOL also provided us with data
supporting their estimate that approximately 2.9% of the Alaska pop­
ulation was 65 or over. Tne 2.9% figure was then presented to and 
approved by actuarial experts of both the Aetna and Travelers insur­
ance companies, who believed it was consistent with national figures 
and projections,

Even more recently, an actuarial expert retained by the DOA (a member 
of Mercer 6 Associates) estimated that in FY 3L 3.1% of the Alaska 
population will be 65 or over.

The -DOA ’ s "new information," however, indicates that approximately 
5% of the current Alaska population is 65 or over. Obviously, this 
is highly inconsistent with all previous, well documented, supported 
and relied upon data and projections and, at the very least, it pro­
vides ample reason to seriously question the accuracy of the DOA's
"new information" and the validity7 of the conclusions and uroiecticns
based thereon.



4. Tne DOA's revised fiscal note, in its "grants, claims, etc." projections 
for FY 84-88, fails to take into account that under CSSB 215 there is a built-2n 
ceiling of 12.57, of the permanent fund earnings during a given fiscal year. 
Tnerefore, the DOA's projections appear to be completely arbitrary and meaning­
less .

5. Even if the DOA's "new information" proves to be accurate and dependable, 
the problem it creates is one that has to be dealt with by any of the options
for revising the existing longevity bonus program, especially the Administration's 
own proposal where the problem would even be worse because the residency require­
ment will have to be limited to 30 days rather than one year. '
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FISCAL NOTE Revision Date: April 29, 1983

1 . REQUEST II,

Bill/Resolution No.:__C.S.S.B. 215_____

Title: Longevity Bonus/Permanent Fund

Sponsor: Ray____________________________

Reauestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

FISCAL DETAIL

Agency Affected: Administration___________

Program Category Affected: Social Services 

BRU, Program of Subprograms J Affected: 

Longevity Bonus Program__________________

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING

100 PERSONAL SERVICES 0 95.7 53.5 53.5 53.5 53.5

200 TRAVEL

300 CONTRACTUAL 0 105.0 106.0 107.0 108.0 109.0

400 COMMODITIES 0 3.0 1.5 1.6 1.7 1.8

500 EOUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC 0 51,800.0 32,861.6 35,078.6 37,559.8 40,317.0

!

TOTAL OPERATING 0 62,003.7 33,022.6 35,240.7 37,723.0 40,481.3

CAPITAL

REVENUE

FUNDING: (Thousands of Do lars)
GENERAL FUND I I

FEDERAL FUNDS -

O 'iER (Specify Source)

Permanent Fund 0 62,003.7 33,022.6 35,240.7 37,723.0 O 4̂ C
O i—
* 

O
.'

POSITIONS:

FULL-TIME

oC
\
J

o

2.0 I 2.0 2.0 | 2.0 j

PART-TIME 0 1 2.0 0 | 0 0 1 0

TEMPORARY 1 1

1 1

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

Alaska Permanent Fund Income

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared Byi.-c&eorQ^?i-?^.fzUdre'f; Admrfi'ttfattve Officer 
Division: Pioneers- Benefits

Phone

Approved by Commissioner: Lisa Rudd ..

Department: ADMINISTRATION

Datg>^ApriT~29, 

fete:

Di stribution:

Original to Legislative Finance 

Copy o Office of Management and Budget (for Legislature introduced bills) 

Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requester (if different from Sponsor) • 3/8/83

17/0428-01/BDGSFr



FISCAL NOTE I Revision Date: April 25, 15S3

REQUEST

Bill/Resolution No.: C.S.S.B. 215

Title: Longevity Bonus/Permanent Fund

II. FISCAL DETAIL

Agency Affected: Admi ni strati on

Sponsor: Ray 

Reouestor:
------- BKU, Program of Subprograms) Affected: 

Lonoevity Bonus Program

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 83 FY 84 FY £5 | FY 86 ! FY 87 FY 88 i

OPERATING 1 1 1 1 1
100 PERSONAL SERVICES 0 95.7 53.5 1 53.5 | 53.5 53.5 1
200 TRAVEL I I I !
300 CONTRACTUAL 0 105.0 106.0 | 107.0 | 108.0 109.0 !

400 COMMODITIES ,1 0 3.0 1.5 | 1.6 I 1.7 1.8
500 EQUIPMENT 1 1 I
600 LAND & STRUCTURES I ! 1
700 GRANTS, CLAIMS, ETC 0 61,800.0 32,861.6 35,078.6 1 37,559.8 40,317.01

1 1 1 1
TOTAL OPERATING 0 62.003.7 33,022.6 | 35,240.7 1 37,723.0 40,481.31

CAPITAL

REVENUE

FUNDING: (Thousands of Pollers)

i GENERAL FUND J_____

i FEDERAL FUNDS - 1 i 1 !
OTHER (Specify Source) | 1 1 1 1 I

Permanent Fund 0 1 62,063.7 33,022.6 | 35,240.7 37,723.0 | 40,481.3!

POSITIONS:

j FULL-TIME 1 0 2.0 ) 2.0 2.0 | 2.0 ! 2.0 |

! PART-TIME 1 0 2.0 1 0 0 0 1 0 1

TEMPORARY 1 ! 1 1 1

I I 1 1 1 1 !

11. SOURCE OF FUNDS T0 OFFSET FISCAL IMPACT OF BILL:

Alaska Permanent Fund Income

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared Eyt--^ecrr^e,m n <-F'.f'ctiael ; AdnriTfitftrftftfve Officer Phone: 465-4401

Division: Pioneers' Benefits Date: April 29, 198,3

Approved by Commissioner: Lisa Rudd . Date: t\\

Department: ADMINISTRATION - ’ \ \

Distribution:

Original to Legislative Finance

Ccpy to Officeof Management and Dudget (for Legislature introduced bills) 

Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requester (if different from Sponsor) 3/S/83

7/041'S— 01/BDGSFr



IV. ANALYSIS: C.S.S.B. 215

April 29, 1983

This is a revision of the fiscal note which was submitted on April 6, 1983.

Since that time new information has come to light which -drastically changes the 

estimate of the number of persons who would Qualify for the Longevity Bonus under 

C.S.S.B. 215.

The Department of Revenue has found that of 356,000 Permanent Fund applications,

19,725 applications were from persons who were age 65 or older. Since these 

applications were for 1981-82, and those persons h^d been in Alaska for at least six 

months at that time, all of those persons, if still in Alaska, would qualify under 

the one-year residence requirement of C.S.S.B. 215. This does not take into 

consideration those who have since died or left the State. However, from the impact 

which is being felt on senior programs it can be deduced that the over-65 population 

is increasing in Alaska, rather than declining.

Therefore, it seems almost certain that there are at least 19,725 persons who 

will qualify for the Bonus under C.S.S.B. 215, rather than 13,228 which was estimated 

in the fiscal note dated April 6, 1983. s

This means that an additional 10,300 persons must be provided for, rather than

3,803 estimated in the original fiscal note.

ASSUMPTIONS

(a) 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, (b) An estimated 10,300 additional 

persons would immediately become eligible under the new regulations, (c) Retroactive 

payments will be paid in FY84 in a total amount of $30,900,000 to the approximately

10,300 persons who would have been eligible on July 1, 1982. (d) 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, (e) Annual growth of the program will be approximately 89 per 

month after the initial surge o" applications, (f) the Act takes effect on July 1, 

1933. (g) Grants for FY85-88 are increased by 3% each year. Section 4(d) (2) of the

bill, which provides for an alternate monthly bonus amount, is rot considered in this 

fiscal note because there is no way to know what the amount will he in the "Longevity 

Bonus account" each year.

Additional funds needed for FY84 are computed as follows:

Annual Cost

Personal Services $ 95,700

Clerk V, PFT (two positions) £53,460 

Clerk II, PPT (four positions, 6 mo.) $42,240

Contractual Services 105,000

Added postage, bonus warrants, printing of new 

regulations and application forms, data pro­

cessing charges, increased telephone tolls.

' / 0 42 8 - 0 i - 2 / 3 P’G S F1



IV. ANALYSIS: C.S.S.B. 215 

April 29, 1983

Office supplies and file cabinets for application 

and recipient files.

Grants

(additional estimated 10,300 persons who will be 30,900,000

eligible for the Bonus due to one-year residence 

requirement x 12 x $250)

Retroactive payments for those who would have been 30,900,000

eligible on July 1, 1982 (est. 10,300 x 12 x $250)

Additional FY84 funds required $62,003,700

For years beyond FY84, two additional PFT staff position^ needs to be retained, along 

with appropriate contractual and commodities costs, plus" grants based on an estimated 

increase of 89 recipients per month, escalated at the rate of 3% per year.

Commodities 3,000



f'CC AS Notwithstanding any other

state or municipal statute, regulation, or ordinance to the 

contrary, officials of the longevity bonus program may have 

access to and use the records or other information, or portions 

thereof, held by other agencies of the state and municipal 

governments which bear on the length of Alaska residence of a 

bonus applicant or recipient.
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BY THE A D  H OC C OMMITTEE
1 IN THE SENATE ON R E S I D E N C Y

2 CS FOR SENATE B I L L  NO. 215 (Residency)

3 IN THE L E G I S L A T U R E  OF T H E  STATE OF A L A S K A

A T H I R T E E N T H  L E G I S L A T U R E  - FI R S T  SESSION

5 A  B I L L

6 For an Act entitled: "An Act a u t h o r i s i n g  the use of A l a s k a  p e rmanent fund

7 income to p ay longevity bonuses; a m e n d i n g  the longev-

8 ity bonus p r o g r a m  and the p e r m a n e n t  fund d i v i d e n d

9 d i s t r i b u t i o n  program; a nd p r o v i d i n g  for an e f f e c t i v e

10 date."

11 BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

12 * S e c t i o n  1. AS 37.13 is amended by a d d i n g  a n e w  s e c t i o n  to read:

13 Sec. 37.13.147. L O N G E V I T Y  BO N U S  ACCOUNT. The longevity bonus

1A account is es t a b l i s h e d  as a s e p a r a t e  account in the A l a s k a  perm a n e n t

15 fund. N o t w i t h s t a n d i n g  the p r o v i s i o n s  of AS 37.13.lA5, 12.5 percent of

16 the income of the permanent fund earned d u r i n g  the fiscal yea r  e nding

17 on June 30 of the current y e a r  that is a vailable for d i s t r i b u t i o n

18 u n d e r  AS 3 7 . 1 3 . 1AC shall be cred i t e d  to the longevity bonus account.

19 (b) Mo n e y  in the longevity bonus account shall be invested in

20 investments a u t horized under AS 37.13.120. T he longevity bonus ac-

21 count shall be credited w i t h  earnings at an interest rate equal to the

22 average rate of interest earned on the A l a s k a  permanent fund.

23 (c) The legislature may annually a p p r o p r i a t e  an amount suffi-

2A cient to pay monthly longevity bonuses for the subsequent fiscal yea r

25 u n d e r  AS A7.A5.010(d) from the longevity bonus account to the A l a s k a

26 longevity bonus fund establ i s h e d  under AS A7.A5.090.

27 * Sec. 2. AS A3.23.0A5(b) is a m e nded to read:

28 (b) N o t w i t h s t a n d i n g  any contrary p r o v i s i o n  of law, each yea r  the

29 c o m missioner shall transfer to the divi d e n d  fund 37.5 [50] percent of

O f f e r e d :  A / 7 / 8 3
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  R a y  an d  K e r t t u l a
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1 the income of the A l a s k a  permanent fund earned d uring the fiscal y e a r

2 ending on June 30 of the current yea r  and available for distribution.

3 * Sec. 3. AS 47.45.010 is amended to read:

4 Sec. 47.45.010. PERSONS WHO M A Y  Q U A L I F Y  FOR L O N G E V I T Y  BONUS.

5 (a) A  p erson who is 65 years of age or over, who has b e e n  a resident

6 of the state for at least one year immediately p r e c e d i n g  the applica-

7 tion for a longevity bonus under this chapter [WAS D O M I C I L E D  IN THE

8 TER R I T O R Y  ON OR BEFORE J A N UARY 3, 1959 A N D  WHO HAS M A I N T A I N E D  A  CON-

9 TINUOUS DOMICILE IN THE T E RRITORY O R  STATE FO’’ 25 YEARS] may apply to

10 the commissioner of a d m i n i stration for q u a l i f i c a t i o n  to receive a

11 m o n t h l y  bonus [OF $250].

12 (b) W h e n  thi commissioner of admi n i s t r a t i o n  determines that an

13 applicant qualifies under AS 47.45.010 - 47.45.170 the c o m m i s s i o n e r

1'. [HE] shall immediately begin payment of the bonus.

15 (c) A  p e r s o n  who otherwise q u alifies to receive a bonus p r o v i d e d

16 for in AS 4 7 .45.010 - 47.45.170 may continue to do so only as long as

17 that p erson continues to be a resident of [HE CONTI N U O U S L Y  R E T A I N S  A

18 D O M I C I L E  IN] the state.

19 * Sec. 4. AS 4 7 .45.010 is amended by adding a new subsection to read:

20 (d) The amount of the m o n thly bonus is (1) $250, inc r e a s e d  by

21 three percent each year b e ginning in the state fiscal yea r  1985; or

22 (2) an amount equal to eight and one-third percent of the amount

23 credited to the longevity bonus account for the previous fiscal y e a r

24 un d e r  AS 37.13.147, exclusive of earnings, divided by the n u m b e r  of

25 q u a l i f i e d  applicants un d e r  this section; w h i c h e v e r  amount is less.

26 * Sec. 5. AS 47.45.030 is amended to read:

27 Sec. 47.45.030. A B S E N C E  FROM THE STATE. Af t e r  q u a l i f i c a t i o n  a

28 [A] recipient shall notify the c o mmissioner of a d m i n i s t r a t i o n  w h e n  the

29 recipient [HE] expects to be absent from the state if the absence is

C S S B  2 1 5 ( R e s d ) -2-



V

X for a continuous p eriod that exceeds 30 days. A f t e r  that not'fica-

2 tion, the recipient shall no longer receive bonuses from the Depart-

3 ment of Administra ;.on a f t e r  the [HIS] last regularly approved monthly

4 application. U p o n  ret u r n i n g  [HIS RETURN] to the state the recipient

5 [HE] m a y  a g a i n  make a p p l i c a t i o n  for a borus. When e v e r  the absence is

6 for a continuous p e r i o d  that exceeds 180 days the recipient shall be

7 d i s q u a l i f i e d  from r e ceiving bonuses for the next 12 calendar months

8 af t e r  r e t u r n ing [HIS RETURN] to the state. However, w h e n  the cotnmis-

9 s i o n e r  of a d m i n i s t r a t i o n  d e t e rmines a p eriod of absence is beyond the

10 control of the recipient, the recipient [HE] may not be disqualified,

11 if the recipient [HE] still oth e r w i s e  qua l i f i e s  up o n  returning [HIS

12 RETURN] to the state. C o n t i n u a l  absences from the state, even though

13 reported, and failure to n o t i f y  the c o m m i s s i o n e r  of an expected ab-

14 sence m a y  be grounds for d i squalification.

15 * Sec. 6. AS 4 7 .45.090 is repealed and reenacted to read:

16 Sec. 47.45.090. A L A S K A  L O N G E V I T Y  BONUS FUND. The A l a s k a  longev-

17 ity bonus fund is e s t a b l i s h e d  for the p u r p o s e  of paying the monthly

18 bonuses prov i d e d  for in this chapter. The fund consists of money

19 a p p r o p r i a t e d  to the fund by the state legislature from the longevity

20 bonus account es t a b l i s h e d  u n d e r  AS 37.13.147.

21 * Sec. 7. AS 47. 4 5 . 1 5 0  is amended by a dding a new p a r a g r a p h  to read:

22 (3) "resident" or "resident of the state" means an indi-

23 v i d u a l  w h o  is p h y s ically present in the state w i t h  the intent to

24 r e m a i n  in the state i n d efinitely and to make a home in the state. A

25 p e r s o n  d e monstrates the r equisite intent only be m a i n t a i n i n g  a princi-

26 pal pl a c e  of abode in the state for the one yea r  required by AS 47.-

27 4 5.010(a) and by p r o v i d i n g  ot h e r  proof of intent the commissioner may

28 require by regulation, i n c l u d i n g  pr o o f  that the p e r s o n  is not claiming

29 r e s i d e n c y  outside the state or o b taining benefits under a claim of

-3- C S S B  2 1 5 (Resd)
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1 residency outside the state.

2 * Sec. 8. AS 47.45.170 is repealed and ree n a c t e d  to read:

3 Sec. 47.45.170. FINDINGS A ND PURPOSE. The legislature finds and

4 declares that

5 (1) the high cost of goods and services in A l a s k a  and the

6 state's remoteness and h a r s h  environment, make it diff i c u l t  for m a n y

7 elderly Alaskans to r e m a i n  in the state after retirement;

8 (2) when a p e r s o n  is forced to live out retirement years

9 away from home, family and friends, that p e r s o n  suffers an irreparable

10 loss;

11 (3) Alaska's e l d erly are a precious h u m a n  resource, and it

12 is in the public interest to p r o vide a financial i n c e n t i v e  for the m  to

13 remain in the state after retirement;

14 (4) as oil revenues decrease, it wil l  b ecome incre a s i n g l y

15 d i fficult for the legislature to fund the longevity bonus p r o g r a m

18 through annual appropriations and the income of the A l a s k a  perm a n e n t

17 fund is an appropriate source of funding for the longevity bonus

13 program; and

19 (5) it is in Che p ublic interest to continue the longevity

20 bonus p r o gram for all elderly A l a s k a n s  irresp e c t i v e  of need. The

21 longevity bonus program is not a form of welfare, and is not a substi-

22 tute for or supplement to public assistance. O t h e r  programs are

23 a v ailable to provide the basic n ecessities of life. The longevity

24 bonus p r o gram is intended only to e ncourage elderly Alaskans to spend

25 their retirement years n  the comfort of their homes.

26 * Sec. 9, AS 47.45.150(2) is repealed.

27 * Sec. 10. Sections 3 and 7 of this Act are re t r o a c t i v e  to July 1,

28 1982.

29 * Sec. 11. This Act takes effect July 1, 1983.
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u Li I h M M I h  

I L E S D g L A T T O f l l f f i

LEGISLATIVE AFFAIRS AGENCY

TOUCH Y STATE CAPITOL 
JUNEAU. ALASKA 9‘>B I I

907'465-3>00

M E M O R A N D U M M a y  5, 1 9 8 3

SUBJECT:

T O :

FROM
:

L o n g e v i t y  b o n u s  p r o g r a m  

( C S S B  2 1 5  ( F i n a n c e ) )

S e n a t o r  J o h n  C. S a c k e t t  

C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e

L i n n  H. A s p e r  

L e g i s l a t i v e  C o u n s e l

I h a v e  p r e p a r e d  t h e  f i n a n c e  c o m m i t t e e  s u b s t i t u t e  t o  S B  2 1 5  

t h a t  I u n d e r s t a n d  w a s  p a s s e d  o u t  o f  y o u r  c o m m i t t e e  y e s t e r d a y  
( M a y  4 t h ) . I m a d e  s e v e r a l  n o n - s u b s t a n t i v e  c h a n g e s  t o  t h e  

n e w  S e c .  7 t h a t  y o u  m a y  w i s h  t o  r e v i e w .  I n  a d d i t i o n ,  y o u  

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

t r a t i o n  t h e  r i g h t  t o  e x a m i n e  s t a t e  a n d  m u n i c i p a l  d o c u m e n t s  

t o  a s s i s t  i n  m a k i n g  e l i g i b i l i t y  d e t e r m i n a t i o n s  f o r  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  r a i s e s  q u e s t i o n s  c o n c e r n i n g  t h e  

r i g h t  t o  p r i v a c y  u n d e r  t h e  s t a t e  c o n s t i t u t i o n  ( A r t i c l e  I, 

s e c t i o n  2 2 ) .  T i m e  d o e s  n o t  p e r m i t  a m o r e  e x t e n s i v e  a n a l y s i s  

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

d e c l a r e d  u n c o n s t i t u t i o n a l  i n  t h e  c o u r t s .

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

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

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

s e t t l e  t h e  V e s t  v. S t a t e  c a s e  t h a t  g a v e  r i s e  t o  S B  2 1 5  i n  

t h e  f i r s t  p l a c e .  I a s s u m e  t h a t  y o u  a r e  a w a r e  o f  t h e  e f f e c t  

o f  y o u r  a c t i o n ,  b u t  t h o u g h t  t h a t  i t  s h o u l d  b e  c a l l e d  t o  y o u r  
a t t e n t i o n .

L H A :1jb
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LEGISLATIVE AFFAIRS AGENCY

POUCHY STATk CAPIIOL 
JUNEAU, ALASKA 9V811 

90/ -K.S 3800

M E M O R A N D U M M a y  5, 1 9 8 3

SUBJECT:

TO:

F R O M :

L o n g e v i t y  b o n u s  p r o g r a m  

( C S S B  2 1 5  ( F i n a n c e ) )

S e n a t o r  J o h n  C. S a c k e t t  

C h a i r m a n ,  S e n a t e  F i n a n c e  C o m m i t t e e

L i n n  H. A s p e r  
L e g i s l a t i v e  C o u n s e l

dt/vie

I h a v e  p r e p a r e d  t h e  f i n a n c e  c o m m i t t e e  s u b s t i t u t e  t o  S B  2 1 5  

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

( M a y  4 t h ) . I m a d e  s e v e r a l  n o n - s u b s t a n t i v e  c h a n g e s  t o  t h e  

n e w  S e c .  7 t h a t  y o u  m a y  w i s h  t o  r e v i e w .  I n  a d d i t i o n ,  y o u  

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

t r a t i o n  t h e  r i g h t  t o  e x a m i n e  s t a t e  a n d  m u n i c i p a l  d o c u m e n t s  

t o  a s s i s t  i n  m a k i n g  e l i g i b i l i t y  d e t e r m i n a t i o n s  f o r  t h e  

l o n g e v i t y  b o n u s  p r o g r a m  r a i s e s  q u e s t i o n s  c o n c e r n i n g  t h e  

r i g h t  t o  p r i v a c y  u n d e r  t h e  s t a t e  c o n s t i t u t i o n  ( A r t i c l e  I, 

s e c t i o n  2 2 ) .  T i m e  d o e s  n o t  p e r m i t  a  m o r e  e x t e n s i v e  a n a l y s i s  

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

d e c l a r e d  u n c o n s t i t u t i o n a l  i n  t h e  c o u r t s .

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

h a v e  m a d e  t h e  n e w  r e s i d e n c y  r e t r o a c t i v e ,  t h e  c o m m i t t e e  h a s  

t a k e n  o u t  p r o v i s i o n s  t h a t  w e r e  i n t e n d e d  t o  s e t t l e  t h e  

V e s t  v. S t a t e  c a s e  t h a t  g a v e  r i s e  t o  S B  2 1 5  i n  t h e  f i r s t  

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

a t t e n t i o n .

L H A : 1 j b  

1 7 / 0 3 2



meat o f  Acir U n i s  tration a f t e r  t h e  [ H I S ]  l a s t  regularly a p p r o v e d  m o n t h l y  

application. Upon r e t u r n i n g  [HIS RETURN] t o  the state the r e c i p i e n t  

[HE] ir.ay again make application for a bonus. Whenever the absence is 

for a continuous period that exceeds 180 days the recipient shall b e  

disqualified from receiving bonuses for the next 12 calendar m o n t h s  

after returning [HIS RETURN] to the state. However, when the commis­

sioner of administration determines a period of absence is beyond the 

control of the recipient, the recipient [HE] may not be disqualified, 

if the recipient [HE] still otherwise qualifies upon returning [HIS 

RETURN] to the state. Continual absences from the state, even though 

reported, and failure to notify the commissioner of an expected ab­

sence may be grounds for disqualification.

* Sec. 6. AS 47.45.090 is repealed and reenacted to read:

Sec. 47.45.090. ALASKA LONGEVITY BONUS FUND. The Alaska longev­

ity bonus fund is established for the purpose of paying the monthly 

bonuses provided for in this chapter. The fund consists of money 

appropriated to the fund by the state legislature from the longevity 

bonus account established under AS 37.13.147.

* Sec. 7. AS 47.45 is amended by adding a new section to read:

Sec. 47.45.145. ACCESS TO RECORDS. Notwithstanding any contrary

provision of state or municipal law the commissioner of administration

may examine records or documents in the possession of state agencies 

or municipal governments that contain information relating to the

length of state residence of an applicant for a monthly bonus under 

this chapter.

* Sec. 8. AS 47.45.150 is amended by adding a new paragraph to read:

(3) "resident" or "resident of the state" means an

-3- CSSB 215(Fin)
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IV. ANALYSIS: C.S.S.B. 215 

April 29, 1983

This is a revision of the fiscal note which was submitted on April 6, 1983.

Sinue that time new information has come to light which drastically changes the 

estimate of the number of persons who would qualify for the Longevity Bonus under 

C.S.S.B. 215.

The Department of Revenue has found that of 356,000 Permanent Fund applications,

19,725 applications were from persons who were age 65 or older. Since these 

applications were for 1981-82, and those persons had been in Alaska for at least six 

months at that time, all of those persons, if still in Alaska, would qualify under 

the one-year residence requirement of C.S.S.B. 215. This does not take into 

consideration those who have since died or left the State. However, from the impact 

which is being felt on senior programs it can be deduced that the over-65 population 

is increasing in Alaska, rather than declining.

Therefore, it seems almost certain that there are at least 19,725 persons who 

will qualify for the Bonus under C.S.S.B. 2 1 S  rather than 13,228 which was estimated 

in the fiscal note dated April 6, 1983.

This means that an additional 10,300 persons must be provided for, rather than

3,803 estimated in the original fiscal note.

(a) 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, (b) An estimated 10,300 additional 

persons would immediately become eligible under the new regulations, (c) Retroactive 

payments will be paid in FY84 in a total amount of $30,900,000 to the approximately

10,300 persons who would have been eligible on July 1, 1982. (d) 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, (e) Annual growth of the program will be approximately 89 per 

month after the initial surge of applications, (f) the Act takes effect on July 1, 

1983. (g) Grants for FY85-88 are increased by 3% each year. Section 4(d) (2) of the

bill, which provides for an alternate monthly bonus amount, is not considered in this 

fiscal note because there is no way to know what the amount will he in the "Longevity 

Bonus account" each year.

Additional funds needed for FY84 are computed as follows:

ASSUMPTIONS

Annual Cost

Personal Services $ 95,700

Clerk V, PFT (two positions) $53,460 

Clerk II, PPT (four positions, 6 mo.) $42,240

Contractual Services 105,000

Added postage, bonus v/arrants, printing of new 

regulations and application forms, data pro­

cessing charges, increased telephone tolls.

7/0428-01-2/BDGSF1



IV. ANALYSIS: C.S.S.B. 215 

7\pri I 29, 1983

Office supplies and file cabinets for application 

and recipient files.

Grants

(additional estimated 10,300 persons who will be 30,900,000

eligible for the Bonus d* 3 to one-year residence 

requirement x 12 x $250)

Retroactive payments for those who would have been 30,900,000

eligible on July 1, 1982 (est. 10,300 x 12 x $250)

Additional FY84 funds required $62,003,700

For years beyond FY84, two additional PFT staff position' needs to be retained, along 

with appropriate contractual and commodities costs, plus grants based on an estimated 

increase of 89 recipients per month, escalated at the race of 3% per year.

Commodities 3,000

7/0428-01-3/BDGSF1



O f f e r e d :  4 / 3 0 / 8 3
R e f e r r e d :  F i n a n c e

CS FOR SENATE BILL NO. 215 (Rules)

IN THE L E G I S L A T U R E  OF T.-»E STATE OF A L A S K A  

T H I R T E E N T H  L EGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act a uthorizing the use of A l a s k a  per m a n e n t  fund

income to pay longevity bonuses; amen d i n g  the l o n g e v­

ity bonus p r o g r a m  and the perm a n e n t  fund divi d e n d  

d i s t r i b u t i o n  program; and prov i d i n g  for an e f fective  

d a t e . "

BE IT E N A C T E D  BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 37.13 is a m e nded by adding a n e w  s e c tion to read:

Sec. 37.13.147. L O N G E V I T Y  BONUS ACCOUNT. The longevity bonus 

account is established as a separate account in the A l a s k a  p e rmanent 

fund. N o t w i t h s t a n d i n g  the provisions of AS 37.13.145, 12.5 percent of 

the income of the permanent fund earned d uring the fiscal year ending 

on June 30 of the current yea r  that is available for d i s t r i b u t i o n  

u n d e r  AS 37.13.140 shall be credited to the longevity bonus account.

(b) Mo n e y  in the longevity bonus account shall be invested in 

investments authorized un d e r  AS 37.13.120. The longevity bonus a c­

count shall be credited w i t h  earnings at an interest rate equal to the

average rate of interest earned on the A laska permanent fund.

(c) The legislature may annually appropriate an amount s u f f i­

cient to pay monthly longevity bonuses for the subsequent fiscal y e a r  

under AS 47.45.010(d) from the longevity bonus account to the Al ska 

longevity bonus fund establ i s h e d  under AS 47.45.090.

* Sec. 2. AJ 43.23.045(b) is amended to read:

(b) N o t w i t h s t a n d i n g  any contrary p r o v i s i o n  of law, each yea r  the 

c o mmissioner shal? transfer to the dividend fund 37.5 [50] percent of

'Original s p o n s o r s :  Ray  a n d  K e r t t u l a

IN T H E  S E N A T E  B Y  T H E  R U L E S  C O M M I T T E E
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1 the income of the Alaska permanent fund earned during the fiucal year

2 ending on June 30 of the current yea r  and available for distribution.

3 * Sec. 3. AS 47. 4 5 . 0 1 0  is amended to read:

4 Sec. 47.45.010. PERSONS WHO M AY QUALIFY FOR L O N G E V I T Y  BONUS.

5 (a) A person who is 65 years of age or over, who has b e e n  a resident

6 of the state for at least one year- immediately p r e c e d i n g  the applica-

7 tion for a longevity bonus under this chapter [WAS D O M I C I L E D  IN T HE

8 TERRITORY ON O R  B E F O R E  J A N UARY 3, 1959 A N D  WHO HAS M A I N T A I N E D  A  C0N-

9 TINUOUS DOMICIL.E IN T HE TER R I T O R Y  OR STATE FOR 25 YEARS] may apply to

10 the commissioner of a d m i n i s t r a t i o n  for q u a l i f i c a t i o n  to receive a

11 monthly bonus [OF $250].

12 v.̂ ) Wh e n  the commissioner of admi n i s t r a t i o n  determines that an

13 applicant q u alifies u n d e r  AS 47.45.010 - 47.45.170 the commis s i o n e r

14 [HE] shall i m m e d iately begin payment of the bonus.

15 (c) A p e r s o n  who otherwise q u alifies to receive a bonus p r o v i d e d

16 for in AS 47. 4 5 . 0 1 0  - 47.45.170 may continue to do so only as long as

17 that person continues to be a resident of [HE C O N T I N U O U S L Y  RETAINS A

18 DOMICILE IN] the state.

19 * Sec. 4. AS 47.4 5 . 0 1 0  is amended by adding a n ew s u b s ection to read:

20 (d) The amount of the m o n thly bonus is (1) $250, increased by

21 three percent each yea r  b e ginning in the state fiscal y e a r  1985; or

22 (2) an amount equal to eight and one-third percent of the amount

23 credited to the longevity bonus account for the previous fiscal y e a r

24 under AS 37.13.147, exclusive of earnings, divided by the -'umber of

25 q u a l i f i e d  applicants under this section; whi c h e v e r  amount is less.

26 * Sec. 5. AS 47. 4 5 . 0 3 0  is amended to read:

27 Sec. 47.45.030. A B S E N C E  FROM THE STATE. A f t e r q u a l i f i c a t i o n  a

28 [A] recipient shall notify the c o mmissioner of a d m i n i s t r a t i o n  w h e n  the

29 recipient [HE] expects to be absent from the state if the absence is
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1 for a continuous p e r i o d  that exceeds 30 days. A f t e r  that notifica-

2 tion, the recipient shall no longer receive bonuses from the Depart-

3 ment of A d m i n i s t r a t i o n  after the [HIS] last regularly appr o v e d  m o n t h l y

4 application. U p o n  r e t u r n i n g [HIS RETURN] to the state the recipient

5 [HE] may again make a p p l i c a t i o n  for a bonus. W h e n e v e r  the a b s ence is

6 for a continuous p e r i o d  that exceeds 180 days the r e cipient shall be

7 d i s q u a l i f i e d  from rec e i v i n g  bonuses for the next 12 calendar months

8 after r e t u r ning [HIS RETURN] to the state. However, w h e n  the commis-

9 sioner of a d m i n i s t r a t i o n  d e t e rmines a period of absence is b e y o n d  the

10 contiol of the recipient, the recipient [HE] may r.ot be d i s q u alified,

11 if the r e c i p i e nt [HE] still otherwise qualifies u p c n  ret u r n i n g  [HIS

12 RETURN] to the state. Con t i n u a l  absences from the state, even t h o u g h

13 reported, and failure to n o t i f y  the c o mmissioner of a n  e x p e c t e d  ab-

14 sence may be grounds for disqualification.

15 * Sec. 6. AS 4 7.45.090 is repe a l e d  and reenacted to read:

16 Sec. 47.45.090. A L A S K A  L O N G E V I T Y  BONUS FUND. The A l a s k a  longev-

17 ity bonus fund is es t a b l i s h e d  for the purpose of p a y i n g  the m o n t h l y

18 bonuses prov i d e d  for in this chapter. The fund consists of mo n e y

19 approp r i a t e d  to the fund by the state legislature from the l o ngevity

20 bonus account e s t a b lished u n d e r  AS 37.13.147.

21 * Sec. 7. AS 4 7 .45.150 is a m e nded by adding a n e w  p a r a g r a p h  to read:

22 (3) "resident" or "resident of the state" means an indi-

23 vidual who is p h y sically present in the state w i t h  the intent to

24 r emain in the state i n d e f i n i t e l y  and to mak e  a home in the state. A.

25 p e r s o n  d e m onstrates the req u i s i t e  intent only be m a i n t a i n i n g  a princi-

26 pal place of abode in the state for the one y e a r  required by AS 47.-

27 45.010(a) and by p r o v i d i n g  other proof of intent the c o m m i s s i o n e r  may

28 require by regulation, inc l u d i n g  proof that the p erson is not claiming

29 residency outside the state or obtaining benefits u n d e r  a claim of
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* Sec. 8, AS 47.45.170 is repealed and reenacted to read:

Sec. 47.45.170 .•1NDINGS A N D  PURPOSE. The legislature finds and 

declares that

(1) the high cost of goods and services in A l a s k a  and the 

state's remoteness and ha r s h  environment, make it d i fficult for m a n y  

e lderly Alas k a n s  to remain in the state after retirement;

(2) w h e n  a p e r s o n  is forced to live out retirement y e a r s

away from home, family and friends, that p e rson suffers an ir r e p a r a b l e

l o s s ;

(3) Alaska's elderly are a precious h u m a n  resource, and it 

is in the public interest to p r o vide a financial incentive for them to

r emain in the state after retirement;

(4) as oil revenues decrease, it will become i n creasingly 

difficult for the legislature to fund the longevity bonus p r o g r a m  

th r ough annual a ppropriations and the income of the A laska p e rmanent 

fund is an appropriate source of funding for the longevity bonus 

program; and

(5) it is in the p u b l i c  interest to continue the longevity  

bonus p r o g r a m  for all elderly Alaskans irrespective of need. The 

longevity bonus p r o gram is not a form of welfare, and is not a s u b s t i­

tute for or supplement to p u b l i c  assistance. Other programs are 

available to provide the basic necess i t i e s  of life. The longevity 

bonus p r o g r a m  is intended only to encourage elderly Alaskans to spend 

their retirement years in the comfort of their homes.

* Sec. 9. AS 47.45.150(2) is repealed.

* Sec. 10. It is the intent of the legislature that any money a p p r o p r i­

ated from the general fund for the p u r p o s e  of paying m o n thly longevity

bonuses, after the state fiscal year ending June 30, 1982, be

r e s i d e n c y  o u t s i d e  the state.
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1 r e a p p r opriated and transf e r r e d  to the general fund from the longevity bonus

2 account established under sec. 1 of this Act as soon as possible after the

3 effective date of this Act.

4 * Sec. 11. Sections 3 and 7 of this Act are retroactive to July 1,

5 1982.

6 * Sec. 12. This Act takes effect July 1, 1983.
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O f f e r e d :  A / 3 0 / 8 3
R e f e r r e d ;  F i n a n c e

O r i g i n a l  s p o n s o r s :  R a y  a n d  K e r t t u l a

1 IN THE SENATE BY THE RULES COMMITTEE

2 CS F OR SENATE B I L L  NO. 215 (Rules)

3 IN THE LE G I S L A T U R E  OF T HE STATE OF A L A S K A

A T H I R T E E N T H  LE G I S L A T U R E  - FIRST SESSION

5 A  BI L L

6 For an Act entitled: "An Act authorizing the use of A l a s k a  permanent fund

7 income to pay longevity bonuses; amending the longev-

8 ity is p r o gram and the permanent fund dividend

9 d i s t r i b u t i o n  program; and prov i d i n g  for an effective

10 date."

11 BE IT ENACTED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

12 * Section 1. AS 37.13 is a m e nded by adding a n e w  section to read:

13 Sec. 37.13.1A7. LONG E V I T Y  BONUS ACCOUNT. The longevity bonus

1A account is e stablished as a separate account in the A l a s k a  permanent

15 fund. N o t w i t h s t a n d i n g  the provisions of A S  37.13.1A5, 12.5 percent of

16 the income of the p e rmanent fund earned d uring the fiscal year ending

17 on June 30 of the current year that is available for distri b u t i o n

18 un d e r  AS 37.13.1AO shall be credited to the longevity bonus account.

19 (b) Money in the longevity bonus account shall be invested in

20 investments authorized under AS 37.13.120. The longevity bonus ac-

21 count shall be credited w i t h  earnings at an interest rate equal to the

22 average rate of interest earned on the A l a s k a  permanent fund.

23 (c) The legislature may annually appropriate an amount suffi-

2A cient to pay m o n t h l y  longevity bonuses for the subsequent fiscal y e a r

25 under AS A7.A5.010(d) from the longevity bonus account to the A l a s k a

26 longevity bonus fund established und AS A7.A5.090.

27 * Sec. 2. AS A3.23.0A5(b) is amended to read:

28 (b) N o t w i t h s t a n d i n g  any contrary p r o v i s i o n  of law, each y e a r  the

29 commis s i o n e r  shall transfer to the dividend fund 37.5 [50] percent of
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1 the income of the A l a s k a  permanent fund earned d uring the fiscal y e a r

2 ending on June 30 of the current year and a v ailable for distribution.

3 * Sec. 3. AS 47.45.010 is amended to read:

4 Sec. 47,45.010. PERSONS WHO MAY Q U A LIFY FOR L O N G E V I T Y  BONUS.

5 (a) A person who is 65 years of age or over, who has b e e n  a resident

6 of the state for at least one yea r  immediately p r eceding the applica-

7 tion for a longevity bonus under this chapter [WAS DOM I C I L E D  IN T HE

8 TERR I T O R Y  ON OR BEFORE JANUARY 3, 1959 A ND WHO HAS M A I N T A I N E D  A  CON-

9 TINU0US DOMICILE IN THE T E RRITORY OR STATE FOR 25 YEARS] may apply to

10 the c o m missioner of admi n i s t r a t i o n  for q u a l i f i c a t i o n  to receive a

11 m o n t h l y  bonus [OF $250].

12 (b) W h e n  the commissioner of admi n i s t r a t i o n  determines that an

13 applicant qualifies under AS 47.45.010 - 47.45.170 the c o m m i s s i o n e r

14 [HE] shall immediately be g i n  payment of the bonus.

15 (c) A  p e r s o n  who otherwise qualifies to receive a bonus p r o v i d e d

16 for in AS 47.45.010 - 47.45.170 may continue to do so only as long as

17 that p erson continues to be a resident of [HE CONTI N U O U S L Y  R E T A I N S  A

18 DOMICILE IN] the state.

19 * Sec. 4. AS 47.45.010 is amended by adding a new subsection to read:

20 (d) The amount of the monthly bonus is (1) $250, i n creased by

21 three percent each year begi n n i n g  in the state fiscal year 1985; or

22 (2) an amount equal to eight and o n e-third percent of the amount

23 credited to the longevity bonus account for the previous fiscal y e a r

24 under AS 37.13.147, exclusive of earnings, d i v ided by the n u m b e r  of

25 q u alified applicants under this section; w h i c h e v e r  amount is less.

26 * Sec. 5. AS 47.45.030 is amended to read:

27 Sec. 47.45.030. A B S ENCE FROM THE STATE. Af t e r  q u a l i f i c a t i o n  a

28 [A] recipient shall notify the commissioner of a d m i n i s t r a t i o n  whe n  the

29 recipient [HE] expects to be absent from the state if the absence is
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1 for a continuous p e r i o d  that exceeds 30 days. A f t e r  that notifica-

2 tion, the recipient shall no longer receive bonuses fro m  the D e p a r t -

3 inent of A d m i n i s t r a t i o n  af t e r  the [HIS] last regularly a p p r o v e d  m o n t h l y

4 application. U p o n  r e t u r n i n g  [HIS RETURN] to the state the recipient

5 [HE] may again make a p p l i c a t i o n  for a bonus. W h e n e v e r  the absence is

6 for a continuous p eriod that exceeds 180 days the recipient shall be

7 d i s q u a l i f i e d  from rec e i v i n g  bonuses for the next 12 c a l e n d a r  months

8 after r e turning [HIS RETURN] to the state. However, w h e n  the commis-

9 sioner of a d m i n i s t r a t i o n  d e t ermines a p e r i o d  of a b s e n c e  is b e y o n d  the

10 control of the recipient, the recipient [HE] may not be disqualified,

11 if the r e c i p i e nt [HE] still otherwise qualifies u p o n  retur n i n g  [HIS

12 RETURN] to the state. C o ntinual absences from the state, eve n  though

13 reported, and failure to notify the c o m m i s s i o n e r  of a n  e x p e c t e d  ab-

14 sence may be grounds for disqualification.

15 Sec. 6. AS 4 7 .45.090 is r e p e a l e d  and r eenacted to read:

16 Lx-C. 4 7 .45.090 A L A S K A  L O N G E V I T Y  BONUS FUND. The A l a s k a  longev-

17 ity bonus fund is e s t a b l i s h e d  for the purpose of p a y i n g  the m o n t h l y

18 bonuses prov i d e d  for in this chapter. The fund consists of mo n e y

19 a p p r o p r i a t e d  to the fund by the state legislature from the longevity

20 bonus account e s t a b l i s h e d  un d e r  AS 37.13.147.

21 *  Sec. 7. AS 4 7 .45.150 is a m e nded by a dding a new p a r a g r a p h  to read:

22 (3) "resident" or "resident of the state" me a n s  an indi-

23 v i d u a l  who is p h y s i c a l l y  present in the state w i t h  the intent to

24 remain in the state i n definitely and to mak e  a hom e  in the state. A

25 p e r s o n  d e m onstrates the r e quisite intent only be m a i n t a i n i n g  a princi-

26 pal '■lace of abode in the state for the one year requ i r e d  by AS 47.-

27 45.010(a) and by p r o v i d i n g  ot h e r  proof of intent the c o m m i s s i o n e r  may

28 require by regulation, incl u d i n g  proof that the p e r s o n  is not claiming

29 residency outsiie the state or o b taining benefits u n d e r  a claim of
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1 residency outside the state.

2 * Sec. 8. AS 4 7 .45.170 is repe a l e d  and reenacted to read:

3 Sec. 47.45.170. FINDINGS A N D  PURPOSE. The legislature finds and

4 declares that

5 (1) the high cost of goods and services in A l a s k a  and the

6 state's remoteness and ha r s h  environment, make it difficult for man y

7 elderly Alaskans to remain in the state after retirement;

8 (2) w h e n  a p e r s o n  is forced to live out retirement years

9 away from home, family and friends, that p e r s o n  suffers an i r r e p arable

10 loss;

11 (3) A l a s k a’s elderly a re a precious h u m a n  resource, and it

12 is in the public interest to p r o v i d e  a financial incentive for them to

13 remain in the state after retirement;

14 (4) as oil revenues decrease, it will b e c o m e  increa s i n g l y

15 difficult for the legislature to fund the l ongevity bonus p r o g r a m

16 through annual a ppropriations and the income of the 7vlaska p e r m a n e n t

17 fund is an appropriate source of funding for the longevity bonus

18 program; and

19 (5) it is in the p ublic interest to continue the l o ngevity

20 bonus program for all e l d erly A l a s k a n s  i r respective of need. The

21 longevity bonus p r o g r a m  is not a form of welfare, and is not a substi-

22 tute for or supplement to p u b l i c  assistance. O t h e r  programs are

23 available to provide the basic n ecessities of life. The longevity

24 bonus program is intended only to encourage elderly Alaskans to spend

25 their retirement years in the comfort of their homes.

26 * Sec. 9. AS 47.45.150(2) is repealed.

27 * Sec. 10. It is the intent of the legislature that any money appropri-

28 ated from the general fund for the p u r pose of p a y i n g  m o n thly longevity

29 bonuses, after the state fiscal ye a r  e nding June 30, 1982, be
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i w r n m s a

1 r e a p p r o p r i a t e d  and t r a n s f e r r e d  to the general fund from the longevity bonus

2 account e stablished un d e r  sec. 1 of this Act as soon as possible after the

3 e f fective date of this Act.

4 * Sec. 11. Sections 3 and 7 of this Act are retroa c t i v e  to July 1,

5 1982.

6 * Sec. 12. This Act takes effect July 1, J.983.
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M E M O R A N D U M

TO : Senators Sackett and Bennett, co-chairmen, and all other members of
the Senate Finance Comnittee

FROM : Senator Ray
RE : CSSB 215— Longevity bonus
DATE : April 30, 1933

As you know, the Department of Administration ("DOA") has submitted a revised 
fiscal note dated April 29, 1983 with an attached "analysis."

According to the DOA's analysis, since submitting a fiscal note on April 6 , 1983,
"new information has come to light which drastically changes the estimate of the 
number of persons who would qualify for the longevity Bonus under C.S.S.B. 215."

This so called "new information" consists of a finding by the Department of 
Revenue that out of "356,000 Permanent Fund applications, 19,725 applications 
were from persons who were age 65 or older."

Based solely on the above "new information," the DOA then concluded that "it seems 
almost certain that there are at least 19,725 persons who will quality for the Bonus 
under C.S.f.B. 215, rather that 13,228 which was estimated in the fiscal note dated 
April 6 , jA.j3."

For the reasons that follow, we feel that the DOA's "new information" and the 
conclusions and projections based thereon, may be very inaccurate and grossly 
misleading:

1. The so called "new information" isn't new at all. It was readily available 
or obtainable long before the DOA's prior fiscal note of April 6 , 1933, yet it 
was never used in arri'dng at the previous estimate of 13,228 longevity bonus 
recipients.

Tire DOA offers no explanation of why this information wasn't obtained 
or used before, or why it suddenly "came to light." Two reasonable 
inferences can be drawn from this omission: (1) the DOA is so inept 
and incompetent that noone ever thought of it before; or (2) they 
thought of it before, but decided that the data was so raw and so
inconsistent with other, more reliable data that it was not worth
using.

For some of the reasons discussed below, we believe that the second 
inference is the more reasonable.

2. The so called "new information" is merely raw data that completely fails to
consider various factors that might fully account for the difference between the
number of 65 or over permanent fund applicants and th 1 previously estimated num­
ber of longevity bonus recipients under CSSB 215.

Ike DOA "analysis" itself recognizes or adruts that the 19,725 figure 
"does not take into consideration those who have since died or left 
the State."

However, that is not all the it fails to take into consideration. There



are a number of other factors which have been omitted and which may 
be far more important.

For example, no effort was made to estimate how many of the 19,725 
applications were duplicates; or how many of them were fraudulent.

And, perhaps far more importantly, no consideration was given to how 
many of those 19,725 elderly applicants are absent from the state for 
more than 180 consecutive days a year and thus ineligible to receive 
a longevity bonus.

3, Tne so called "new information" is completely inconsistent with the carefully 
accumulated and recorded data and projection.' on which the prior e.- timate of
13,228 longevity bonus recipients was based.

In August, 1982, the Department of Law filed an Agreement and Settle­
ment Order in the Vest case which, on page 4, estimated that if the 
original longevityTonus program residency requirement was dropped, 
approximately 13,124 persons would be eligible.

That figure was consistant with a DOA draft fiscal note done in 
January, 1983 (see Jon Tillinghast's report dated March 8 , 19S3, at 
page 24).

Starting in February, 1983, the DOA and other agencies provided us 
with the data supporting the 13,228 figure, including a 1981 Department 
of Labor ("DOL") population study and overview that estimated that in 
1983 there would be 13,672 elderly in Alaska and that the percentage 
of elderly would remain fairly static through the year 2000 (see 
Tillinghast's report, at page 44).

In February and March of this year the DOL also provided us with data 
supporting their estimate that approximately 2 9% of the Alaska pop­
ulation was 65 or over. The 2.9°L figure was then presented to and 
approved by actuarial experts of both the Aetna and Travelers insur­
ance companies, who believed it was consistant with national figures 
and projections.

Even more recently, an actuarial expert retained by the DOA (a member 
of Mercer & Associates) estimated that in FY 84 3.1% of the Alaska 
population will be 65 or over.

The DOA's "new information," however, indicates that approximately 
5% of the current Alaska population is 65 or over. Obviously, this 
is highly inconsistent with all previous, well documented, supported 
and relied upon data and projections and, at the very least, it pro­
vides ample reason to seriously question the accuracy of the DOA's 
"new information" and the validity of the conclusions and projections 
based thereon.



4. The DOA's revised fiscal note, in its "grants, claims, etc." projections
fo~ FY 84-88, fails to take into account that under CSSB 215 there is a built-in 
ceiling of 1 2 .5% of the permanent fund earnings during a given fiscal year. 
Therefore, the DOA's projections appear to be completely arbitrary and meaning­
less .

5. Even if the DOA's "new information" proves to be accurate and dependable, 
the problem it creates is one that has to be dealt with by any of the options
for revising the existing longevity bonus program, especially the Administration's 
own proposal where the problem would even be worse b cause the residency require­
ment will have to be limited to 30 days rather than one year.



COMMITTEE REPORT

SENATE

3/29/83 F U R T H E R

Date: / a  / V o *

Mr. President:

The Committee o n Ad Hor f.nm nn ^p^irlt-ncy has had SB 215

A u t h o r i z i n g  the use of A l a s k a  p e r m a n e n t  fund income to p a y  longevity 
b o n u s e s ; a m e n d i n g  the l o n g e v i t y  b o n u s  p r o g r a m  and the 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  program; eff. date

under consideration and (a majority of the committee) (the committee) 

reports it back with the following recommendations:

[ ] 

[ ] 

[ \ / ]

[ ] 

[ J 

[ ]

do pass [ ] do not pass

do pass with attached a m e n d m e n t s (s ) 

replace with CS "for S / 3  S  / S '  //? e..g £> 3  

and recommends

1 X 3  same title 
[ ] new title

AND attaches a "Letter of Intent" [ ] Mew Fiscal Note

reports it back without recommendation

referred to the Committee

MEMBERS SIGNING 

DO PASS
MEMBERS HAVING 

TBER RECOMMENDATIONS:

V J ta  x  v / 2  / /c C-P y .



COMMITTEE REPORT

SENATE

' l/ 5 o /  S .

FURTHER

4 / 7 / 8 3

Date

Mr. President:

The Committee on FINANCE has had SB 215
A u t h o r i z i n g  the use of A l a s k a  p e r m a n e n t  fund income to pay longevity 
bo n u s e s ,  a m e n d i n g  the l o n g e v i t y  b o n u s  p r o g r a m  and the p e r m a n e n t  fund 
d i v i d e n t  d i s t r i b u t i o n  program; eff. date.

under consideration and (a majority of the committee) (the committee) 

reports it back with the following recommendations:

[ j d o p a s s  i ] d o n o t p a s s

[ ] do pass with attached am e n d m e n t s (s

[ -?t

[ -/, ] same title 

[ ] new title

and recommends 0 S

[ ] 

[ ) 

[ 1

Intent"AND attaches a "Letter 0 

reports it back without recommendation 

referred to the

[ ] New Fiscal Note

Commi ttee

MEMBERS SIGNING 

DO PASS

MEMBERS HAVING 

OTHER RECOMMENDATIONS:

C  )  // . < y

T T   _____

C H A I R M A N



/ / 3 i > j S 3

C O M M I T T E E  R E P O R T  

S E N A T E  RULES C O M M I T T E E

4 / 2 9 / 8 3

D a te 4 / 2 9 / 8 3

Mr. P resident:

T h e  C o m m i t t e e  on Rules has had SB 215

A u t h o r i z i n g  the use of A l a s k a  p e r m a n e n t  fund income to pay 
l o n g e v i t y  bonuses; a m e n d i n g  the l o n g e v i t y  bonus p r o g r a m  and 
the p e r m e n a n t  fund d i v i d e n d  d i s t r i b u t i o n  program; eff. date.

u n d e r  c o n s i d e r a t i o n  and r e c o m m e n d s  that it

be r e t u r n e d  to t h e  F i n a n c e  C o m m i t t e e .  ' ^

same title
( ) w i t h  a t t a c h e d  a m e n d m e n t ( s )  ..

/  s  s )  / i ( "V same lj.lu
(\/) r e p l a c e  w i t h  CS for ( J / S ~ f / < t * / r J  )  ( ) n e w  title

( ) and a t t a c h e s  a " L e t t e r  of Intent"

( w )  n e w  fiscal n o t e

M E M B E R S  H A V I N G  O T H E R
f -  S *? ++*)

MEMBERS-S^GNfNG FOR—PLACEMENT 
ON THE CALENDAR R E C O M M E N D A T I O N S



4 / 2 9 / 8 3  

P A G E  2

C O M M I T T E E  R E P O R T  

A D D E N D U M

T h e  R u l e s  C o m m i t t e e  q u e s t i o n s  t h e  v a l i d i t y  o f  the f i g u r e s  u s e d  b y  the 

D e p a r t m e n t  of A d m i n i s t r a t i o n  in t h e i r  r e v i s e d  A p r i l  2 9 t h  f i s c a l  n ote. W e  

w o u l d  t h e r e f o r e  r e q u e s t  t ha t  t h e  F i n a n c e  C o m m i t t e e  take a c l o s e  l o o k  at 

the w a y  in w h i c h  the D e p a r t m e n t  a n i v e d  at t h e i r  cos t  e s t i m a t e  for  

S e n a t e  B i l l  215.



• 1/3 V f c

1 IN T H E  S E N A T E  B Y  R A Y  A N D  K E R T T U L A

2 S E N A T E  B I L L  NO. 215

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  the u s e  of A l a s k a  p e r m a n e n t  f u n d

7 i n c o m e  to pa y  l o n g e v i t y  b o n u s e s ;  a m e n d i n g  the l o n g e v -

8 i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d

9 d i s t r i b u t i o n  p r o g r a m ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e

10 d a t e . "

11 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

12 * S e c t i o n  1. A S  3 7 . 1 3  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

13 Sec. 3 7 . 1 3 . 1 4 7 .  L O N G E V I T Y  B O N U S  A C C O U N T .  T h e  l o n g e v i t y  b o n u s

14 a c c o u n t  is e s t a b l i s h e d  as a s e p a r a t e  a c c o u n t  i n  t h e  A l a s k a  pei'tnanent

15 fund. N o t w i t h s t a n d i n g  the p r o v i s i o n s  of A S  3 7 . 1 3 . 1 4 5  1 2 . 5  p e r c e n t  of

16 the i n c o m e  of t h e  p e r m a n e n t  f u n d  e a r n e d  d u r i n g  t h e  f i s c a l  y e a r  e n d i n g

17 o n  J u n e  30 of t h e  c u r r e n t  y e a r  t hat is a v a i l a b l e  f o r  d i s t r i b u t i o n

18 u n d e r  A S  37.1'i.l40 s h a l l  b e  t r a n s f e r r e d  to the l o n g e v i t y  b o n u s  ac-

19 count.

20 (b) M o n e y  i n  th e  l o n g e v i t y  b o n u s  a c c o u n t  s h a l l  be i n v e s t e d  in

21 i n v e s t m e n t s  a u t h o r i z e d  u n d e r  A S  3 7 . 1 3 . 1 2 0 .  I n c o m e  f r o m  th e  i n v e s t m e n t

22 of the  l o n g e v i t y  b o n u s  a c c o u n t  s h a l l  be t r e a t e d  as a n  a d d i t i o n  to that

23 a c c o u n t .

24 (c) T h e  c o m m i s s i o n e r  of r e v e n u e  s h a l l  t r a n s f e r  m o n e y  i n  the

25 l o n g e v i t y  b o n u s  a c c o u n t  to the A l a s k a  l o n g e v i t y  b o n u s  f u n d  to p a y

26 m o n t h l y  l o n g e v i t y  b o n u s e s  i n  a c c o r d a n c e  w i t h  A S  4 7 . 4 5 . 0 9 0 .

27 * Sec. 2. A S  4 3 . 2 3 . 0 4 5 ( b )  is a m e n d e d  to read:

28 (b) N o t w i t h s t a n d i n g  a n y  c o n t r a r y  p r o v i s i o n  of law, e a c h  y e a r  the

29 c o m m i s s i o n e r  s h a l l  t r a n s f e r  to the d i v i d e n d  f u n d  3 7 . 5  [50] p e r c e n _  of

I n t r o d u c e d :  3 / 2 9 / 8 3

R e f e r r e d :  A d  H o c  C o m m i t t e e  c m
R e s i d e n c y  a n d  F i n a n c e



1 t h e  i n c o m e  of th e  A l a s k a  p e r m a n e n t  f u n d  e a r n e d  d u r i n g  th e  f i s c a l  y e a r

2 e n d i n g  o n  J u n e  30 o f  the c u r r e n t  y e a r  an d  a v a i l a b l e  f o r  d i s t r i b u t i o n .

3 *  Sec. 3. AS 4 7 . 4 5 . 0 1 0  is a m e n d e d  to read:

4 Sec. 4 7 . 4 5 . 0 1 0 .  P E R S O N S  W H O  M A Y  Q U A L I F Y  F O R  L O N G E V I T Y  B O N U S .

5 (a) A  p e r s o n  w h o  is 65 y e a r s  of ag e  o r  over, w h o  h a s  b e e n  a r e s i d e n t

6 o f  th e  s t a t e  f o r  at l e a s t  o n e  y e a r  i m m e d i a t e l y  p r e c e d i n g  the a p p l i c a -

7 t i o n  for  a l o n g e v i t y  b o n u s  u n d e r  this c h a p t e r  [WAS D O M I C I L E D  I N  T H E

8 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 A N D  W H O  H A S  M A I N T A I N E D  A  C 0N-

9 T I N U O U S  D O M I C I L E  IN T H E  T E R R I T O R Y  O R  S T A T E  F O R  25 Y E A R S ]  m a y  a p p l y  to

10 the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  fo r  q u a l i f i c a t i o n  to r e c e i v e  a

11 m o n t h l y  b o n u s  [OF $250].

12 (b) W h e n  the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  d e t e r m i n e s  t h a t  an

13 a p p l i c a n t  q u a l i f i e s  u n d e r  A S  4 7 . 4 5 . 0 1 0  - 4 7 . 4 5 . 1 7 0  the c o m m i s s i o n e r

14 [HE] s h a l l  i m m e d i a t e l y  b e g i n  p a y m e n t  of the bonus.

15 (c) A  p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s  to r e c e i v e  a b o n u s  p r o v i d e d

16 f o r  i n  A S  4 7 . 4 5 . 0 1 0  - 4 7 . 4 5 . 1 7 0  m a y  c o n t i n u e  to do so o n l y  as l o n g  as

17 that p e r s o n  c o n t i n u e s  to be a r e s i d e n t  of [HE C O N T I N U O U S L Y  R E T A I N S  A

18 D O M I C I L E  IN] th e  state.

19 * Sec. 4. A S  4 7 . 4 5 . 0 1 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

20 (a) T h e  i n i t i a l  a m o u n t  of the m o n t h l y  b o n u s  is $250. O n  J u l y  1

21 of e a c h  y e a r ,  b e g i n n i n g  J u l y  1, 1984, the a m o u n t  t h e n  p a i d  as the

22 m o n t h l y  b o n u s  s h a l l  be i n c r e a s e d  by t hree p e r c e nt .

23 * Sec. 5. A S  4 7 . 4 5 . 0 3 0  is a m e n d e d  to read:

24 Sec. 4 7 . 4 5 . 0 3 0 .  A B S E N C E  F R O M  T H E  STATE. A f t e r  q u a l i f i c a t i o n  a

25 [A] r e c i p i e n t  s h a l l  n o t i f y  t h e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n  v/hen the

26 r e c i p i e n t  [HE] e x p e c t s  to b e  a b s e n t  f r o m  the s t a t e  if the a b s e n c e  is

27 f o r  a c o n t i n u o u s  p e r i o d  th a t  e x c e e d s  30 days. A f t e r  t h a t  n o t i f i c a -

28 tion, t h e  r e c i p i e n t  s h a l l  nc. l o n g e r  r e c e i v e  b o n u s e s  f r o m  t h e  D e p a r t -

29 m e n t  o f  A d m i n i s t r a t i o n  a f t e r  the [HIS] last r e g u l a r l y  a p p r o v e d  m o n t h l y

S B  2 1 5  -2-
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a p p l i c a t i o n .  U p o n  r e t u r n i n g  [HIS R E T U R N ]  to th e  s t a t e  th e  r e c i p i e n t  

[HE] m a y  a g a i n  m a k e  a p p l i c a t i o n  f o r  a b on u s .  W h e n e v e r  t h e  a b s e n c e  is 

fo r  a c o n t i n u o u s  p e r i o d  t h a t  e x c e e d s  180 day s  the r e c i p i e n t  s h a l l  be 

d i s q u a l i f i e d  f r o m  r e c e i v i n g  b o n u s e s  f o r  the n e x t  12 c a l e n d a r  m o n t h s  

a f t e r  r e t u r n i n g  [HIS R E T U R N ]  to th e  state. H o w e v e r ,  w h e n  th e  c o m m i s­

s i o n e r  of  a d m i n i s t r a t i o n  d e t e r m i n e s  a p e r i o d  of a b s e n c e  is b e y o n d  the 

c o n t r o l  of the r e c i p i e n t ,  t h e  r e c i p i e n t  [HE] m a y  not b e  d i s q u a l i f i e d ,  

^  the r e c i p i e n t  [HE] s t i l l  o t h e r w i s e  q u a l i f i e s  u p o n  r e t u r n i n g  [HIS 

R E T U R N ]  to the st a t e .  C o n t i n u a l  a b s e n c e s  fr o m  the s t a t e ,  e v e n  t h o u g h  

r e p o r t e d ,  a n d  f a i l u r e  to n o t i f y  t h e  c o m m i s s i o n e r  of a n  e x p e c t e d  a b ­

sen c e  m a y  be g r o u n d s  f o r d i s q u a l i f i c a t i o n .

* Sec. 6. A S  4 7 . 4 5 . 0 9 0 ( a )  is a m e n d e d  to read:

Sec. 4 7 . 4 5 . 0 9 0 .  A L A S K A  L O N G E V I T Y  B O N U S  FUND, (a) T h e  [ T H E R E  IS 

THE] A l a s k a  l o n g e v i t y  b o n u s  f u n d  ij; c r e a t e d  for the  p u r p o s e  o f  p a y i n g  

th e  m o n t h l y  b o n u s e s  p r o v i d e d  f o r  i n  t hi s  '.Lapter. T h e  f u n d  c o n s i s t s  o f  

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

a n d  f r o m  o t h e r  a p p r o p r i a t e d  m o n e y  t r a n s f e r r e d  f r o m  th e  A.-iska 

p e r m a n e n t  f u n d  [ F U N D S ] ,  a l l  c o n t r i b u t i o n s  f r o m  w h a t e v e r  s o u r c e ,  a n d  

i n c o m e  a n d  i n t e r e s t  d e r i v e d  f r o m  the i n v e s t m e n t  of m o n e y .

* Sec. 7. A S  4 7 . 4 5 . 0 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) At th e  r e q u e s t  o f  th e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n  th e  

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

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

i n  the A l a s k a  p e r m a n e n t  f u n d  (AS 3 7 . 1 3 . 1 4 5 ( b ) )  to the l o n g e v i t y  b o n u s  

fund.

* Sec. 8. A S  4 7 . 4 5 . 1 5 0  -is a m e n d e d  by  a d d i n g  a n e w  p a r a g r a p h  to read:

(3) " r e s i d e n t "  o r  " r e s i d e n t  of th e  s t a t e "  m e a n s  a n  i n d i­

v i d u a l  w h o  is p h y s i c a l l y  p r e s e n t  in the  s t a t e  w i t h  t h e  i n t e n t  to 

r e m a i n  p e r m a n e n t l y  i n  th e  s t a t e  or, if the i n d i v i d u a l  is n o t
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1 p h y s i c a l l y  p r e s e n t  i n  t h e  s t a t e ,  i n t e n d s  to r e t u r n  to the s t a t e  a n d  is

2 a b s e n t  o n l y  f o r  m e d i c a l  t r e a t m e n t  or o t h e r  r e a s o n s  t h a t  the

3 c o m m i s s i o n e r  of a d m i n i s t r a t i o n  m a y  e s t a b l i s h  b y  r e g u l a t i o n ;

4 * Sec. 9. A S  4 7 . 4 5 . 1 7 0  is r e p e a l e d  a n d  r e e n a c t e d  to read:

5 Sec. 4 7 . 4 5 . 1 7 0 .  F I N D I N G S  A N D  P U R P O S E .  T h e  l e g i s l a t u r e  f i n d s  a n d

6 d e c l a r e s  that

7 (1) t h e  h i g h  cost  of g o o d s  a n d  s e r v i c e s  i n  A l a s k a  a n d  t h e

8 s t a t e ' s  r e m o t e n e s s  a n d  h a r s h  e n v i r o n m e n t ,  m a k e s  it d i f f i c u l t  f o r  m a n y

9 e l d e r l y  Alaskan's to r e m a i n  i n  t h e  s t a t e  a f t e r  r e t i r e m e n t ;

1C (2) w h e n  a p e r s o n  is f o r c e d  to l ive out r e t i r e m e n t  y e a r s

11 a w a y  f r o m  home, f a m i l y  a n d  f r i e n d s ,  t h a t  pers' .i s u f f e r s  an  i r r e p a r a b l e

12 loss;

13 (3) A l a s k a ' s  e l d e r l y  a r e  a p r e c i o u s  h u m a n  r e s o u r c e ,  a n d  it

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

15 r e m a i n  in the s t a t e  a f t e r  r e t i r e m e n t ;

16 (4) as oil r e v e n u e s  d e c r e a s e ,  it w i l l  b e c o m e  i n c r e a s i n g l y

17 d i f f i c u l t  for the l e g i s l a t u r e  to fun d  the l o n g e v i t y  b o n u s  p r o g r a m

18 t h r o u g h  a n n u a l  a p p r o p r i a t i o n s  a n d  the i n c o m e  of the A l a s k a  p e r m a n e n t

19 f und is a n  a p p r o p r i a t e  s o u r c e  of  f u n d i n g  f o r  the l o n g e v i t y  b o n u s

20 p r o g r a m ;  a n d

21 (5) it is i n  t h e  p u b l i c  i n t e r e s t  to c o n t i n u e  th e  l o n g e v i t y

22 b o n u s  p r o g r a m  f o r  all e l d e r l y  A l a s k a n s  i r r e s p e c t i v e  o f  n eed. T h e

23 l o n g e v i t y  b o n u s  p r o g r a m  is no t  a f o r m  of w e l f a r e ,  a n d  is not a s u b s t i -

24 t u t e  fo r  or s u p p l e m e n t  to p u b l i c  a s s i s t a n c e .  O t h e r  p r o g r a m s  a r e

2.5 a v a i l a b l e  to p r o v i d e  th e  b a s i c  n e c e s s i t i e s  of life. T h e  l o n g e v i t y

26 b o n u s  p r o g r a m  is i n t e n d e d  o n l y  to e n c o u r a g e  e l d e r l y  A l a s k a n s  to s p e n d

27 t h e i r  r e t i r e m e n t  y e a r s  i n  t h e  c o m f o r t  of t h e i r  homes.

28 *  Sec. 10. A S  4 7 . 4 5 . 1 5 0 ( 2 )  is r e p e a l e d .

29 * Sec. 11. This  A c t  t a k e s  e f f e c t  J u l y  1, 1983.
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O f f e r e d :  4 / 3 0 / 8 3

R e f e r r e d :  F i n a n c e

■ 4 / 3 0 / 2  3

IN T H E  S E N A T E  B Y  T H E  R U L E S  C O M M I T T E E

CS F C R  S E N A T E  B I L L  NO. 2 1 5  (Rules)

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  th e  u s e  o f  A l a s k a  f ..rmanent f u n d

i n c o m e  to pa y  l o n g e v i t y  b o n u s e s ;  a m e n d i n g  the l o n g e v­

ity b o n u s  p r o g r a m  an d  the p e r m a n e n t  f un d  d i v i d e n d  

d i s t r i b u t i o n  o r o g r a m ;  a n d  p r o v i d i n g  fo r  an  e f f e c t i v e  

d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  3 7 .13 is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 7 . 1 3 . 1 4 7 .  L O N G E V I T Y  B O N U S  A C C O U N T .  T h e  l o n g e v i t y  b o n u s  

a c c o u n t  is e s t a b l i s h e d  as a s e p a r a t e  a c c o u n t  i n  the A l a s k a  p e r m a n e n t  

fvind. N o t w i t h s t a n d i n g  the p r o v i s i o n s  of A S  3 7 . 1 3 . 1 4 5 ,  12.5 p e r c e n t  of 

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

o n  J u n e  30 of the c u r r e n t  y e a r  that is a v a i l a b l e  f o r  d i s t r i b u t i o n  

u n d e r  A S  3 7 . 1 3 . 1 4 0  s h a l l  be c r e d i t e d  to the l o n g e v i t y  b o n u s  a c c o u n t .

(b) M o n e y  i n  the l o n g e v i t y  b o n u s  a c c o u n t  s h a l l  be i n v e s t e d  in 

i n v e s t m e n t s  a u t h o r i z e d  u n d e r  A S  3 7 . 1 3 . 1 2 0 .  T h e  l o n g e v i t y  b o n u s  a c­

co u n t  s h a l l  be c r e d i t e d  w i t h  e a r n i n g s  at a n  i n t e r e s t  r a t e  e q u a l  to the

a v e r a g e  r a t e  of i n t e r e s t  e a r n e d  on the A l a s k a  p e r m a n e n t  fund.

(c) T h e  l e g i s l a t u r e  m a y  a n n u a l l y  a p p r o p r i a t e  a n  a m o u n t  s u f f i­

cie n t  to p a y  m o n t h l y  l o n g e v i t y  b o n u s e s  for the s u b s e q u e n t  f i s c a l  y e a r  

u n d e r  A S  4 7 . 4 5 . 0 1 0 ( d )  f r o m  t h e  l o n g e v i t y  b o n u s  a c c o u n t  to the A l a s k a  

l o n g e v i t y  b o n u s  f u n d  e s t a b l i s h e d  u n d e r  A S  4 7 . 4 5 . 0 9 0 .

* Sec. 2. AS 4 3 . 2 3 . 0 4 5 ( b )  is a m e n d e d  to read:

(b) N o t w i t h s t a n d i n g  a n y  c o n t r a r y  p r o v i s i o n  of law, e a c h  y e a r  the 

c o m m i s s i o n e r  s h a l l  t r a n s f e r  to the d i v i d e n d  f u n d  37.5 [50] p e r c e n t  of

O r i g i n a l  s p o n s o r s :  R a y  a n d  K e r t t u l a
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t h e  i n c o m e  o f  t h e  A l a s k a  p e r m a n e n t  f u n d  e a r n e d  d u r i n g  th e  f i s c a l  y e a r  

e n d i n g  on J u n e  30 of the c u r r e n t  y e a r  a n d  a v a i l a b l e  f o r  d i s t r i b u t i o n .

* Sec. 3. A S  4 7 . 4 5 . 0 1 0  is a m e n d e d  to read:

Sec. 4 7 . 4 5 . 0 1 0 .  P E R S O N S  W H O  M A Y  Q U A L I F Y  F O R  L O N G E V I T Y  B O N U S ,  

(a) A  p e r s o n  w h o  is 65 y e a r s  of ag e  o r  over, w h o  h a s b e e n  a r e s i d e n t  

of  the s t a t e  f o r  at l east o n e  y e a r  i m m e d i a t e l y  p r e c e d i n g  t h e  a p p l i c a­

t i o n  for a l o n g e v i t y  b o n u s  u n d e r  t his c h a p t e r  [WAS D O M I C I L E D  I N  T H E  

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 A N D  W H O  H A S  M A I N T A I N E D  A  C O N ­

T I N U O U S  D O M I C I L E  IN T H E  T E R R I T O R Y  O R  S T A T E  F O R  25 Y E A R S ]  m a y  a p p l y  to 

th e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n  f o r  q u a l i f i c a t i o n  to r e c e i v e  a 

m o n t h l y  b o n u s  [OF $250].

(b) W h e n  the c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  d e t e r m i n e s  that  a n  

a p p l i c a n t  q u a l i f i e s  u n d e r  A S  4 7 . 4 5 . 0 1 0  - 4 7 . 4 5 . 1 7 0  t h e  c o m m i s s i o n e r  

[HE] s h a l l  i m m e d i a t e l y  b e g i n  p a y m e n t  of the bonus.

(c) A  p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s  to r e c e i v e  a b o n u s  p r o v i d e d  

f o r  in A S  4 7 . 4 5 . 0 1 0  - 4 7 . 4 5 . 1 7 0  m a y  c o n t i n u e  to do  so o n l y  as l o n g  as 

that p e r s o n  c o n t i n u e s  to b e  a r e s i d e nt of [HE C O N T I N U O U S L Y  R E T A I N S  A  

D O M I C I L E  IN] th e  state.

*  Sec. 4. A S  4 7 . 4 5 . 0 1 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r ead:

(d) T h e  a m o u n t  of the m o n t h l y  b o n u s  is (1) $250, i n c r e a s e d  b y

t h r e e  p e r c e n t  e a c h  y e a r  b e g i n n i n g  i n  t he  s t a t e  f i s c a l  y e a r  1985; or

(2) a n  a m o u n t  e q u a l  to e i g h t  a n d  o n e - t h i r d  p e r c e n t  of t h e  a m o u n t  

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

u n d e r  A S  3 7 . 1 3 . 1 4 7 ,  e x c l u s i v e  o f  e a r n i n g s ,  d i v i d e d  b y  the n u m b e r  of 

q u a l i f i e d  a p p l i c a n t s  u n d e r  this s e c t i o n ;  w h i c h e v e r  a m o u n t  is less.

* Sec. 5. A S  4 7 . 4 5 . 0 3 0  is a m e n d e d  to read:

Sec. 4 7 . 4 5 . 0 3 0 .  A B S E N C E  F R O M  T H E  STATE. A f t e r  q u a l i f i c a t i o n  a

[A] r e c i p i e n t  s h a l l  n o t i f y  the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  w h e n  th e

r e c i p i e n t  [HE] e x p e c t s  to b e  a b s e n t  f r o m  th e s t a t e  if the a b s e n c e  is
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1 f o r  a c o n t i n u o u s  p e r i o d  t hat e x c e e d s  30 days. A f t e r  t h a t  n o t i f i c a -

2 t ion, th e r e c i p i e n t  s h a l l  no l o n g e r  r e c e i v e  b o n u s e s  f r o m  t h e  D e p a r t -

3 m e n t  of A d m i n i s t r a t i o n  a f t e r  th e  [HIGj l ast r e g u l a r l y  a p p r o v e d  m o n t h l y

4 a p p l i c a t i o n .  U p o n  r e t u r n i n g  [HIS R E T U R N ]  to the s t a t e  the  r e c i p i e n t

5 [HE] m a y  a g a i n  m a k e  a p p l i c a t i o n  for a bo n u s .  W h e n e v e r  t h e  a b s e n c e  is

6 f o r  a c o n t i n u o u s  p e r i o d  t h a t  e x c e e d s  180 d a y s  t h e  r e c i p i e n t  s h a l l  be

7 d i s q u a l i f i e d  f r o m  r e c e i v i n g  b o n u s e s  for  the n e x t  12 c a l e n d a r  m o n t h s

8 a f t e r  r e t u r n i n g  [HIS R E TU R N ]  to the state. H o w e v e r ,  w h e n  t h e  c o m m i s -

9 s i o n e r  of a d m i n i s t r a t i o n  d e t e r m i n e s  a p e r i o d  of a b s e n c e  is b e y o n d  the

10 c o n t r o l  o f  t h e  r e c i p i e n t ,  the r e c i p i e n t  [HE] m a y  n o t  b e  d i s q u a l i f i e d ,

11 if the r e c i p i e n t  [HE] s t i l l  o t h e r w i s e  q u a l i f i e s  u p o n  r e t u r n i n g  [HIS

12 R E T U R N ]  to the  state. C o n t i n u a l  a b s e n c e s  fro m  the st a te ,  e v e n  t h o u g h

13 r e p o r t e d ,  a n d  f a i l u r e  to n o t i f y  the c o m m i s s i o n e r  of a n  e x p e c t e d  ab-

14 s e n c e  m a y  be g r o u n d s  fo r  d i s q u a l i f i c a t i o n .

15 *  Sec. 6 AS 4 7 . 4 5 , 0 9 0  is r e p e a l e d  an d  r e e n a c t e d  to read:

16 Sec. 4 7 . 4 5 . 0 9 0 .  A L A S K A  L O N G E V I T Y  B O N U S  FUND. T h e  A l a s k a  l o n g e v -

17 it y  b o n u s  f u n d  is e s t a b l i s h e d  fo r  the p u r p o s e  of p a y i n g  t h e  m o n t h l y

18 b o n u s e s  p r o v i d e d  f o r  in this c h a p t e r .  T h e  f u n d  c o n s i s t s  o f  m o n e y

19 a p p r o p r i a t e d  to the f u n d  by the s t a t e  l e g i s l a t u r e  f r o m  th e  l o n g e v i t y

20 b o n u s  a c c o u n t  e s t a b l i s h e d  u n d e r  A S  3 7 . 1 3 . 1 4 7 .

21 * Sec. 7. A S  4 7 . 4 5 . 1 5 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

22 (3) " r e s i d e n t "  or " r e s i d e n t  o f  th e  s t a t e "  m e a n s  a n  i nd i -

23 v i d u a l  w h o  is p h y s i c a l l y  p r e s e n t  in the s t a t e  w i t h  t h e  i n t e n t  to

24 r e m a i n  i n  th e  s t a t e  i n d e f i n i t e l y  a n d  to m a k e  a h o m e  in the state. A

25 p e r s o n  d e m o n s t r a t e s  the r e q u i s i t e  i n t e n t  o n l y  be m a i n t a i n i n g  a p r i n c i -

26 p a l  p l a c e  of a b o d e  in the s t a t e  for the one y e a r  r e q u i r e d  b y  AS 4 7 . -

27 4 5 . 0 1 0 ( a )  a n d  by  p r o v i d i n g  o t h e r  p r o o f  of in t en t  the c o m m i s s i o n e r  m a y

28 r e q u i r e  b y  r e g u l a t i o n ,  i n c l u d i n g  p r o o f  that the p e r s o n  is n o t  c l a i m i n g

29 r e s i d e n c y  o u t s i d e  t h e  s t a t e  o r  o b t a i n i n g  b e n e f i t s  u n d e r  a c l a i m  of
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1 r e s i d e n c y  o u t s i d e  the state.

2 * Sec. 8. A S  4 7 . 4 5 . 1 7 0  is r e p e a l e d  a n d  r e e n a c t e d  to read:

3 Sec. 4 7 . 4 5 . 1 7 0 .  F I N D I N G S  A N D  P UR P O S E .  The  l e g i s l a t u r e  f i n d s  a n d

4 d e c l a r e s  t hat

5 (1) th e  h i g h  cost of g o o d s  a n d  s e r v i c e s  i n  A l a s k a  a n d  t h e

6 s t a t e ' s  r e m o t e n e s s  a n d  h a r s h  e n v i r o n m e n t ,  m a k e  it d i f f i c u l t  fo r  m a n y

7 e l d e r l y  A l a s k a n s  to r e m a i n  in  the s t a t e  a f t e r  r e t i r e m e n t ;

8 (2) w h e n  a p e r s o n  is f o r c e d  to l i v e  out r e t i r e m e n t  y e a r s

S a w a y  f r o m  h o m e ,  f a m i l y  an d  f r i e n d s ,  that p e r s o n  s u f f e r s  a n  i r r e p a r a b l e

10 loss;

11 (3) A l a s k a ' s  e l d e r l y  a r e  a p r e c i o u s  h u m a n  r e s o u r c e ,  a n d  it

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

13 r e m a i n  in t h e  s t a t e  a f t e r  r e t i r e m e n t ;

14 (4) as oil r e v e n u e s  d e c r e a s e ,  it w i l l  b e c o m e  i n c r e a s i n g l y

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

16 t h r o u g h  a n n u a l  a p p r o p r i a t i o n s  a n d  the i n c o m e  of the A l a s k a  pei'inanent

17 f u n d  is an a p p r o p r i a t e  s o u r c e  of f u n d i n g  for the l o n g e v i t y  b o n u s

18 p r o g r a m ;  a n d

19 (5) it is in the p u b l i c  i n t e r e s t  to c o n t i n u e  t h e  l o n g e v i t y

20 b o n u s  p r o g r a m  for  all e l d e r l y  A l a s k a n s  i r r e s p e c t i v e  of n ted. T h e

21 l o n g e v i t y  b o n u s  p r o g r a m  is not a f o r m  of w e l f a r e ,  a n d  is not a s u b s t i -

22 t u t e  f o r  or  s u p p l e m e n t  to p u b l i c  a s s i s t a n c e .  O t h e r  p r o g r a m s  ar e

23 a v a i l a b l e  to p r o v i d e  the b a s i c  n e c e s s i t i e s  of life. T h e  l o n g e v i t y

24 b o n u s  p r o g r a m  is i n t e n d e d  o n l y  to e n c o u r a g e  e l d e r l y  A l a s k a n s  to s p e n d

25 t h e i r  r e t i r e m e n t  y e a r s  in th e c o m f o r t  of t h e i r  h o m e s .

26 *  Sec. 9. A S  4 7 . 4 5 . 1 5 0 ( 2 )  is r e p e a l e d .

27 *  Sec. 10. It is the i n t e n t  of th e  l e g i s l a t u r e  that a n y  m o n e y  a p p r o p r i -

28 a t e d  f r o m  the g e n e r a l  fun d  for th e  p u r p o s e  of p a y i n g  m o n t h l y  l o n g e v i t y

29 b o n u s e s ,  a f t e r  the s t a t e  f i s c a l  y e a r  e n d i n g  J u n e  30, 1982, be

C S S B  2 1 5 ( R l s ) -4-



1 r e a p p r o p r i a t e d  a n d  t r a n s f e r r e d  to the g e n e r a l  f u n d  f r o m  the l o n g e v i t y  b o n u s

2 a c c o u n t  e s t a b l i s h e d  u n d e r  sec. 1 of this Ac t  as s o o n  as p o s s i b l e  a f t e r  the

3 e f f e c t i v e  d a t e  o f  this Act.

k * Sec. 11. S e c t i o n s  3 a n d  7 of thi s  Ac t  a r e  r e t r o a c t i v e  to J u l y  1,

5 1982.

6 * Sec. 12. T h i s  Ac t  t a k e s  e f f e c t  J u l y  1, 1983.

-5- C S S B  2 1 5 ( R l s )
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A M E N D M E N T  

O f f e r e d  in the S E NATE By Ray

TO: CSSB 215 (Residency)

Page 4, after line 26, a d d  a n e w  s e c t i o n  to read:

"* Sec. 10. It is the i n t e n t  of the l e g i s l a t u r e  that any m o n e y  a p p r o­

pri a t e d  from the g e n e r a l  f u n d  for the p u r p o s e  of p a y i n g  m o n t h l y  longevity 

bonuses, after the state f iscal y e a r  e n d i n g  June 30, 1982, be r e a p p r o­

pri ated and t r a n s f e r r e d  to the g e n e r a l  fund from the longevity bonus

ac c o u n t  e s t a b l i s h e d  u n d e r  sec. 1 of this Act as soon as p o s s i b l e  after the

e f f e c t i v e  date of this A c t . "

Re n u m b e r  r e m a i n i n g  sections.

A / 1 9 / 8 3 - 1 -



1979 1980 1981 1982
Nat incare as
determined by $6,500 $23,900 $86,200 $317,000
Statute

Undistributed Account 
Balance 6/30/82

Incare for dividends
(37%% of distvibutible in cane*)

Incare for inflation proofing 
(6% Factor)

Incare for Longevity Bonus 
(12%% of distriburible^income)

Incorre for transfer to general 
fund (FY 83 only)

Undistributed Account Balance 
6/30/83

DISTRIBUTION OF PERMANENT
FUND INCOME

(LONGEVITY BONUS ADDED -  SB 2 1 5 )

Note that the undistributed income account is declining. 
Permanent Fund Corporations Projection, under current law 
funds may not be sufficient to cover an adequate level of 
proofing of the principal balance of the fund.

1983

$327,000

206,000
$533,500

(70,744)

(225,000)

(23,581)

( 94,325)

$119,650

It is the 
that in 198P 

inflation

* Distributable incare is limited by the weighted average of the 
last five years net income.



DISTRIBUTION OF PERMANENT
FUND INCOME

(LONGEVITY BONUS ADDED -  SB 215)

1979 1980 1981 1982 1983
Net incone as
determined by $6,500 $23,900 $86,200 $317,000 $327,000
Statute

Undistributed Account
Balance 6/30/82 206,000

$533,500

Inccne for dividends
(37%% of distributable incare*) (70,744)

Inccne for inflation proofing
(6% Factor) (225,000)

Inccne for Longevity' Bonus
(12%% of distributable-.incone) (23,581)

Income for transfer to'general
fund (FY 83 only) ( 94,325)

Undistributed Account Balance
6/30/83 $119,650

Note that the undistributed income account is declining. It is the 
Permanent Fund Corporations Projection, under current lav;, that in 1988 
funds may not be sufficient to cover an adequate level of inflation 
proofing of the principal balance of the fund.

* Distributable income is limited by the weighted average of the 
last five years net income.



DISTRIBUTION OF PERMANENT 
FUND INCOME 
(Current Lav;)

1979 1980 1981 i'V:; 1983
Net income as
determined by $6,500 $23,900 $8 6,200 $317,000 $327,000
Statute

Undistributed Account
Balance 6/30/82 206,000

$533,500
Income for dividends
(50% of distributible income*) (94,325)

Income for inflation proofing
(6% Factor) (225,000)

Income for transfer to general
fund (FY 83 only) ( 94,325)

Undistributed Account Balance
6/30/83 $119,650

Note that the undistributed income account is declining. It is the 
Permanent Fund Corporations Projection, under current lav;, that in 1988 
funds may not be sufficient to cover an adequate level of inflation 
proofing of the principal balance of tne fund.

* Distributable income is limited by the weighted average of the 
last five years net income.



DISTRIBUTION OF PERMANENT
FUND INCOME

(LONGEVITY BONUS ADDED -  SB 2 1 5 )

1980 1981 1982
Nat incare as 
determined by 
Statute

Undistributed Account 
Balance 6/30/82

Inccne fcr dividends
(37^% of distributable inccne*)

Inccne for inflation proofing 
(6% Factor)

Incare for longevity Bonus 
(12^% of distributible^income)

Inccne for transfer to*general 
fund (FY 83 only)

Undistributed Account Balance 
6/30/83

$6,500 $23,900 $86,200 $317,000

1983

$327,000

206,000
$533,500

(70,744) 

(225,000) 

(23,581) 

( 94,325) 

$119,650

Note that the undistributed income account is declining. It is the 
Permanent Fund Corporations Projection, under current law, that in 1988 
funds may not be sufficient to cover an adequate level of inflation 
proofing of the principal balance of the fund.

* Distributable income is limited by the weighted average of the 
last five years net income.
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■•NOT ADM ITT EO IN ALA5KA

The Honorable Hoe Josephson 

Alaska State Senate 
Alaska State Legislature 

Pouch V
Juneau, Alaska 9 9 S 1 1

Re: C 5 S B  if 215 "
April 26 Finance C o m m i t t e e  Hearing

Dear Senator Josephson:

At the close of yesterday's hearing on C S S B  215, you requested that 1 draft a 

letter on the equities of using s o m e  permanent fund earnings to sustain the longevity 

bonus program.

W h e n  the Alaska permanent fund was created by constitutional a m e n d m e n t  in 

1976 (Alaska Const., Art. IX, § 15), the electorate provided that "all income from the 

permanent fund shall be deposited in the general fund unless otherwise provided by 

law." At least with respect to the Alaska Constitution, then, there would se e m  no 

c o m m i t m e n t  that the earnings of the permanent fund be distributed equally to ail 

Alaskans.

The "equal distribution" concept is a product of Alaska's permanent fund 

dividend legislation. A S  43.23. The permanent fund dividend program has two primary 

purposes. First, there is the obvious legislative desire that, as to a portion of the 

permanent fund earnings, all Alaskans should benefit equally in the fruits of 
nonrenewable resource development. Equally, the permanent fund dividend program 

w a s  intended to give each Alaskan a stake in the prudent m a n a g e m e n t  of the fund itself.



The Honorable Doe Dosephson
April 26, 1983
Page 2

C S S B  215 is consistent with both these goals. First, each Alaskan will 

continue to receive a pro rata share of fund earnings -- although, under the bill, that 
share will be reduced from 50 to 37.5 percent of annual fund income J

Moreover, C S S B  215 should be viewed as providing equal enjoyment of 

permanent fund earnings to all Alaskans. If in fact the projections of Aetna and 

Travelers are correct, the segregation of 12.5 percent of fund earnings will result in the 

accumulation of a substantial savings account which will provide s o m e  assurance of 

future retirement benefits for younger Alaskans. Plainly, the beneficiaries of C S S B  215 

for any particular year will represent but a fraction of the Alaska population. 

Nonetheless, retirement security is of substantial current value to any rational person, 

and to the extent that the bill serves both the present needs of existing recipients, and 
the future expectations of younger Alaskans, the impacts of the bill are indeed 

"equitably spread" throughout the population.

Additionally, the financial condition of Alaska's elderly is such that the 

longevity bonus is an equitable use of the permanent fund. 1 have enclosed Section 1(B) 
from m y  March 8, J9S3 report forvour consideration. That section compiles available 

data on the financial status of our state's older citizens.

There is, of course, one subclass of Alaskans w h o  would not "share equally" in 

the benefits of C S S B  215 -- those younger Alaskans w h o  have no intention of retiring in 
the state. Whether policy decisions should be m a d e  in deference to those w h o  do not 

intend to establish ties to Alaska is something for the Finance C o m m i t t e e  to decide.

The use of permanent fund earnings to fund a long-term, self-sustaining 
retirement program s e ems uniquely suited to the second goal of the permanent lund 
dividend program —  i.e., to give each Alaskan a stake in the sound m a n a g e m e n t  of the 

fund itself. The current dividend program confers a financial interest in the 

maximization of short-term profits from the fund. Conversely, sound financial 
m a n a g e m e n t  requires consideration of both short-term and long-term gains. Indeed, it 

is customary for the former to be sacrificed for the latter. Under C S S B  215, Alaskans 
would retain their stake in short-term earnings, but as well would acquire an interest in 

the long-term health of the fund —  thereby acquiring that depth of view which is 

indispensible to sound financial m a n a g ement.

These considerations set C S S B  215 aside from other proposed uses of 

permanent fund earnings. There is a very special concern which people hold for their 

retirement or annuity accounts.

1 At yesterday's hearing, Senator' Faiks voiced the concern that the segregation 

of 12.5 percent of permanent fund earnings would jeopardize the legislature's ability to 
"inflation-proof" the fund. Under C S S B  215, the net impact upon fund earnings —  and 
hence "inflation-proofing" —  is unchanged. Currently, 50 percent of fund earnings are 

distributed as dividends. Under the bill, 37.5 percent would be distributed as dividends, 

while 12.5 percent would be used to fund the longevity bonus account.



All this, of course, would be lost if the provisions of the bill were funded by 

general revenues. Moreover, I fear that general revenue funding would tend to defeat 

one purpose of the bill —  the establishment of a savings account for the "baby b o o m "  

years of the early 21st century. As general revenues continue to decline, it is likely 

that the legislature would limit A L B  funding to me e t  current expenditures.

I realize, of course, that not even C S S B  215 guarantees that 12.5 percent of 

permanent fund earnings will be appropriated each year to the A L B  account. 
Nonetheless, and absent a constitutional a m e n d m e n t  allowing the dedicaxion of these 

funds, available alternatives provide less security.

In sum, C S S B  215 does equitably spread permanent fund earnings a m o n g  all 

Alaskans —  save a short-time subclass —  by providing s o m e  assurance of additional 
financial security upon retirement in the state. It is also uniquely consistent with the 

goal of the permanent fund dividend program to provide a financial stake in sound, 

long-term fund management.

Finally, 1 would like to briefly respond to the c o m m e n t s  of Vern Perry, 

Director of Pioneer's Benefit^, Department of Administration. Mr. Perry stated that he 
could not understand w h y  w e  felt that the administration's "alternative" would not 

result in substantially increased Medicaid caseload. A  person is eligible for Medicaid if 

he is eligible for state Old Age Assistance. The current state assistance level is 
$546/mo., excluding the longevity bonus.^ Under the administration's alternative, a 

person would be eligible for assistance, and thus Medicaid, if his or her monthly income 
w a s  $796 or less per month. As our March S, 1983 report indicated, there are m a n y  

elderly with monthly incomes between $546 and $796 w h o  are not n o w  eligible for 

Medicaid, but w h o  would b e c o m e  eligible under the administration's bill. Our estimates 

are that, by F Y  19SS, s o m e  2,500 additional Alaskans will b e c o m e  eligible for Medicaid 

under the administration's proposal —  a ligure which does not account for inmigration.

As to the inmigration problem, if a relative of a current Alaskan receives, for 

example, $650/mo. in pensions and other income, they would currently be eligible for 

Medicaid 'and hence nursing h o m e  coverage) in neither their existing residence, nor 

/Alaska. Under the administration's approach, however, they will immediately b e c o m e  

eligible upon relocation to the state.

The Honorable Doe Dosephson
April 26, 1983
Page 3

^The longevity bonus is excluded from income ca'culations for various federal 

assistance programs under 42 U.S.C. Sec. 13S2(a)(b)(2)(b).



The Honorable Joe Josephson 

April 26, 1983 
Page U

1 hope this letter has answered s o m e  of your questions on C S S B  215. O n  
behalf of the Senate A d  H o c  Residency Committee, I want to express rny appreciation 

for the time and concern which the c o m m i t t e e  has afforded us, and I look forward to 

working with you and the comm i t t e e  on this bill.

Sincerely,

B I R C H ,  H O R T O N ,  B I T T N E R ,

P E S T I N G E R  A N D  A N D E R S O N

Jon K. Tillinghast (J

JKT:rdg

c c  Members/Senate Finance Committee, w/encl.

Sen. Jalrnar Kertulla, w/encl.

Sen. Bill Ray, w/encl.



E x c e p t i o n s  a r e  made  i f  t h e  a b s e n c e  " i s  b e y o n d  t h e  c o n t r o l  o f  t h*

r e c i p i e n t . "  I d .

The  l o n g e v i t y  b o n u s  i s  t a x a b l e  u n d e r  t h e  I n t e r n a l

R e v e n u e  Code .  Ho we v e r ,  i t  i s  a l m o s t  u n i v e r s a l l y  e x c l u d e d  i n

c a l c u l a t i n g  i n c o m e  e l i g i b i l i t y  f o r  s t a t e  and f e d e r a l  a s s i s t a n c e  
8

p r o g r a m s .

E . The  I n d i v i d u a l s  C o v e r e d  Bv The A l a s k a  L o n g e v i t y 

Bonus  P r o g r a m .

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

$ 2 8 . 4  m i l l i o n  in_ l o n g e v i t y  b o n u s  p a y m e n t s .  S k e t c h i n g  an 

a c c u r a t e  p o r t r a i t  o f  t h e  s t a t e ' s  ALB r e c i p i e n t s  i s  d i f f i c u l t ,  

b e c a u s e  t h e  ALB a p p l i c a t i o n  f o r m r e q u i r e s  l i t t l e  p e r s o n a l  

i n f o r m a t i o n .  I n  1976 ,  t h e  A l a s k a  D e p a r t m e n t  o f  H e a l t h  and 

S o c i a l  S e r v i c e s  c o n d u c t e d  a r andom s u r v e y  o f  ALB r e c i p i e n t s , ^  

a n d ,  i n  c o n j u n c t i o n  w i t h  t h e  Ve s t

8Unde r  42 U . S . C .  5 1 3 8 2 ( a ) ( b ) ( 2 ) (B) , wh i c h  g o v e r n s  
e l i g i  i l i t y  f o r  f e d e r a l  S u p p l e m e n t a l  S e c u r i t y  I nc ome ,  and by 
r e f e r e n c e  a l s o  c o n t r o l s  o t h e r  f e d e r a l  p r o g r a m s  s u c h  a s  M e d i c a i d  
a n d  e n e r g y  a s s i s t a n c e ,  t h e  f o l l o w i n g  i s  e x c l u d e d  f rom t h e  
d e f i n i t i o n  o f  i n c o m e :

"mon t h l y  ( o r  o t h e r  p e r i o d i c )  p a y m e n t s  r e c e i v e d  by 
any i n d i v i d u a l  u n d e r  a p r o g r a m  e s t a b l i s h e d  p r i o r  
t o  J u l y  1,  1973 ,  i f  s u c h  p a y m e n t s  a r e  made by t h e
S t a t e  o f  wh i c h  t h e  i n d i v i d u a l  r e c e i v i n g  s u c h  
p a y m e n t s  i s  a r e s i d e n t ,  and i f  e l i g i b i l i t y  o f  any 
i n d i v i d u a l  f o r  s u c h  p a y m e n t s  i s  n o t  b a s e d  on need  
and i s  b a s e d  s o l e l y  on a t t a i n m e n t  o f  age  65 and 
d u r a t i o n  o f  r e s i d e n c e  i s  s u c h  s t a t e  by s u c h  
i n d i v i d u a l . "

' " A l a s k a  L o n g e v i t y  Bonus  I m p a c t  S u r v e y , "  A l a s k a  
D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s  ( 1976)
( h e r e i n a f t e r  "ALB S u r v e y )



s e t t l e m e n t ,  t h e  D e p a r t m e n t  o f  Law c o n d u c t e d  a n o n - r a n d o m  s u r v e y

o f  some 1 , 8 9 6  p a r t i c i p a n t s .

From t h o s e  s j r v e y s ,  i t  i s  a p p a r e n t  t h a t  a l a r g e

p e r c e n t a g e  o f  ALB r e c i p i e n t s  a r e  A l a s k a  N a t i v e s  l i v i n g  i n  r u r a l

a r e a s  o f  t h e  s t a t e .  ^  M o r e o v e r ,  and i n  l a r g e  p a r t  b e c a u s e  o f

t h e  i n e l i g i b i l i t y  o f  many r u r a l  r e s i d e n t s  f o i  s o c i a l  s e c u r i t y ,

t h e  l o n g e v i t y  b o n u s  i s  o f t e n  t h e  p r i m a r y  s o u r c e  o f  i ncome  f o r

r u r a l  r e s i d e n t s .  F o r  e x a m p l e ,  41% o f  t h e  e l d e r l y  i n  S o u t h w e s t

A l a s k a ,  and 6 6 % i n  N o r t h w e s t  A l a s k a ,  r e l y  on t h e  l o n g e v i t y  bonus

a s  t h e i r  p r i m a r y  s o u r c e  o f  i n c o m e . ^

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

ALB r e c i p i e n t s  h a v e  i n c o me s  o n l y  m a r g i n a l l y  a b o v e  t h e  c u r r e n t

s t a t e  w e l f a r e  a s s i s t a n c e  l e v e l  o f  $546  p e r  mo n t h :  The

D e p a r t m e n t  o f  L a w ' s  1982 s u r v e y  - -  w h i c h  was  s k e we d  t o w a r d  t h e

mo r e  n e e d y  r e c i p i e n t s  o f  t h e  ALB - -  f o u n d  t h a t  81 . 4% o f  t h e

1 , 8 9 6  r e c i p i e n t s  s a m p l e d  had  m o n t h l y  i n c o m e s  o f  $750  o r  l e s s .

The  1976 ALB s u r v e y  f o u n d  t h a t  h a l f  o f  t h e  ALB r e c i p i e n t s  had a

m o n t h l y  i n c o m e ,  " i n c l u d i n g  t h a t  o f  t h e i r  s p o u s e , "  o f  u n d e r  $500 
1 2p e r  m o n t h .  A n o t h e r

l ^ I n  1 9 7 6 ,  41% o f  t h e  ALB r e c i p i e n t s  l i v e d  i n  r u r a l  a r e a s  o f  
t h e  s t a t e  and  24.1%,  w e r e  A l a s k a  N a t i v e s .  ALB S u r v e y  a t  1 4 - 1 5 .

"An A s s e s s m e n t  o f  t h e  S t a t u s  and  Ne e d s  o f  A l a s k a ’ s
E l d e r l y , "  D e p a r t m e n t  o f  S o c i o l o g y ,  C o l l e g e  o f  A r t s  &  S c i e n c e s ,
U n i v e r s i t y  o f  A l a s k a  ( 19 8 1 )  ( h e r e i n a f t e r  " A s s e s s m e n t . " )

l^ALB S u r v e y ,  0 £ .  c i t . n .  9 a t  1 8 - 1 9 .
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1 I N  T H E  S E N A T E  B Y  R A Y  A N D  K E R T T U L A

2 S E N A T E  B I L L  NO. 213

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c e  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  the u s e  of A l a s k a  p e r m a n e n t  f u n d

7 i n c o m e  to p a y  l o n g e v i t y  b o n u s e s ;  a m e n d i n g  th e  l o n g e v -

8 it y  b o n u s  p r o g r a m  a n d  t h e p e r m a n e n t  f u n d  d i v i d e n d

9 d i s t r i b u t i o n  p r o g r a m ;  a n d  p r o v i d i n g  for a n  e f f e c t i v e

10 d a t e . "

11 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

12 *  S e c t i o n  1. A S  3 7 . 1 3  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

13 Sec. 3 7 . 1 3 . 1 4 7 .  L O N G E V I T Y  B O N U S  A C C O U N T .  T h e  l o n g e v i t y  b o n u s

14 a c c o u n t  is e s t a b l i s h e d  as a s e p a r a t e  a c c o u n t  i n  th e  A l a s k a  p e r m a n e n t

15 f und. N o t w i t h s t a n d i n g  the p r o v i s i o n s  of A S  3 7 . 1 3 . 1 4 5 ,  12.5 p e r c e n t  of

16 th e  i n c o m e  of t h e  p e r m a n e n t  f u n d  e a r n e d  d u r i n g  the f i s c a l  y e a r  e n d i n g

17 o n  J u n e  30 of the c u r r e n t  y e a r  t hat is a v a i l a b l e  for d i s t r i b u t i o n

18 u n d e r  A S  3 7 . 1 3 . 1 4 0  s h a l l  b e  t r a n s f e r r e d  to t h e  l o n g e v i t y  b o n u s  ac-

19 count.

20 (b) M o n e y  in the l o n g e v i t y  b o n u s  a c c o u n t  s h a l l  be  i n v e s t e d  in

21 i n v e s t m e n t s  a u t h o r i z e d  u n d e r  A S  3 7 . 1 3 . 1 2 0 .  I n c o m e  f r o m  t h e  i n v e s t m e n t

22 of t h e  l o n g e v i t y  b o n u s  a c c o u n t  s h a l l  b e  t r e a t e d  as a n  a d d i t i o n  to th a t

23 a c c o u n t .

24 (c) T h e  c o m m i s s i o n e r  of r e v e n u e  s h a l l  t r a n s f e r  m o n e y  in  t h e

25 l o n g e v i t y  b o n u s  a c c o u n t  to the A l a s k a  l o n g e v i t y  b o n u s  f u n d  to p a y

26 m o n t h l y  l o n g e v i t y  b o n u s e s  i n  a c c o r d a n c e  w i t h  A S  4 7 . 4 5 . 0 9 0 .

27 * Sec. 2. A S  4 3 . 2 3 . 0 4 5 ( b )  is a m e n d e d  to read:

28 (b) N o t w i t h s t a n d i n g  a n y  c o n t r a r y  p r o v i s i o n  of law, e a c h  y e a r  t h e

29 c o m m i s s i o n e r  s h a l l  t r a n s f e r  to the d i v i d e n d  f u n d  3 7.5 [50] p e r c e n t  o f

I n t r o d u c e d :  3 / 2 9 / 8 3
R e f e r r e d :  Ad Hoc C o m m i t t e e  o n

R e s i d e n c y  a n d  F i n a n c e



1 t h e  i n c o m e  o f  the A l a s k a  p e r m a n e n t  f u n d  e a r n e d  d u r i n g  th e  f i s c a l  y e a r

2 e n d i n g  o n  J u n e  30 of the c u r r e n t  y e a r  a n d  a v a i l a b l e  f o r  d i s t r i b u t i o n .

3 *  Sec. 3. A S  4 7 . 4 5 . 0 1 0  is a m e n d e d  to read:

4 Sec. 4 7 . 4 5 . 0 1 0 .  P E R S O N S  W H O  M A Y  O U A L I F Y  F O R  L O N G E V I T Y  BON U S .

5 (a) A  p e r s o n  w h o  is 65 y e a r s  of ag e or over, w h o  h a s  b e e n  a r e s i d e n t

6 o f  the s t a t e  f o r  at l east on e y e a r  i m m e d i a t e l y  p r e c e d i n g  the a p p l i c a -

7 t i o n  f o r  a l o n g e v i t y b o n u s  u n d e r  this c h a p t e r  [WAS D O M I C I L E D  IN T H E

8 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 A N D  W H O  H A S  M A I N T A I N E D  A  CON-

9 T I N U 0 U S  D O M I C I L E  IN T H E  T E R R I T O R Y  O R  S T A T E  F O R  25 Y E A R S ]  m a y  a p p l y  to

10 the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  for q u a l i f i c a t i o n  to r e c e i v e  a

11 m o n t h l y  b o n u s  [OF $250].

12 (b) W h e n  the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  d e t e r m i n e s  that an

13 a p p l i c a n t  q u a l i f i e s  u n d e r  A S  4 7 . 4 5 . 0 1 0  - 4 7 . 4 5 . 1 7 0  th e  c o m m i s s i o n e r

14 [HE] s h a l l  i m m e d i a t e l y  b e g i n  p a y m e n t  of the bo n us .

15 (c) A  p e r s o n  w h o  o t h e r w i s e  q u a l i f i e s  to r e c e i v e  a b o n u s  p r o v i d e d

16 f o r  in A S  4 7 . 4 5 . 0 1 0  - 4 7 . 4 5 . 1 7 0  m a y  c o n t i n u e  to do so o n l y  as l o n g  as

17 t h a t  p e r s o n  c o n t i n u e s  to be a r e s i d e n t  of [HE C O N T I N U O U S L Y  R E T A I N S  A

18 D O M I C I L E  IN] the state.

19 * Sec. 4. A S  4 7 . 4 5 . 0 1 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

20 (d) T h e  i n i t i a l  a m o u n t  o f  the m o n t h l y  b o n u s  is $250. O n  J u l y  1

21 o f  e a c h  year, b e g i n n i n g  J u l y  1, 1984, the a m o u n t  t h e n  p a i d  as the.

22 m o n t h l y  b o n u s  s h a l l  be i n c r e a s e d  by t h r e e  p er c e n t .

23 * Sec. 5. A S  4 7 . 4 5 . 0 3 0  is a m e n d e d  to read:

24 Sec. 4 7 . 4 5 . 0 3 0 .  A B S E N C E  F R O M  T H E  STATE. A f t e r  q u a l i f i c a t i o n  a

25 [A] r e c i p i e n t  s h a l l  n o t i f y  the c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  w h e n  th e

26 r e c i p i e n t  [HE] e x p e c t s  to be a b s e n t  f r o m  the s t a t e  if the a b s e n c e  is

27 f o r  a c o n t i n u o u s  p e r i o d  tha t  e x c e e d s  30 days. A f t e r  t h a t  n o t i f i c a -

28 tion, th e  r e c i p i e n t  s h a l l  no l o n g e r  r e c e i v e  b o n u s e s  f r o m  the D e p a r t -

29 inent of A d m i n i s t r a t i o n  a f t e r  the [HIS] last r e g u l a r l y  a p p r o v e d  m o n t h l y



a p p l i c a t i o n .  U p o n  r e t u r n i n g [HIS R E T U R N ]  to the s t a t e  t h e  r e c i p i e n t  

[HE] m a y  a g a i n  m a k e  a p p l i c a t i o n  for a bo n u s .  W h e n e v e r  t h e  a b s e n c e  is 

f o r  a c o n t i n u o u s  p e r i o d  t h a t  e x c e e d s  180 d ay s  t h e  r e c i p i e n t  s h a l l  b e  

d i s q u a l i f i e d  f r o m  r e c e i v i n g  b o n u s e s  f o r  t h e  n e x t  12 c a l e n d a r  m o n t h s  

a f t e r  r e t u r n i n g  [HIS R E T U R N ]  to th e  state. H o w e v e r ,  w h e n  t h e  c o m m i s­

si o n e r  of a d m i n i s t r a t i o n  d e t e r m i n e s  a p e r i o d  of a b s e n c e  is b e y o n d  the 

c o n t r o l  o f  the r e c i p i e n t ,  the r e c i p i e n t  [HE] m a y  no t  b e  d i s q u a l i f i e d ,  

the r e c i p i e n t  [HE] s t i l l  o t h e r w i s e  q u a l i f i e s  u p o n  r e t u r n i n g [HIS 

R E T U R N ]  to the state. C o n t i n u a l  a b s e n c e s  f r o m  the state, e v e r  t h o u g h  

r e p o r t e d ,  and  f a i l u r e  to n o t i f y  th e c o m m i s s i o n e r  of a n  e x p e c t e d  a b­

se n c e  m a y  be g r o u n d s  f o r  d i s q u a l i f i c a t i o n .

Sec. 6. A S  4 7 . 4 5 . 0 9 0 ( a )  is a m e n d e d  to read:

Sec. 4 7 . 4 5 . 0 9 0 .  A L A S K A  L O N G E V I T Y  B O N U S  FUND, (a) T h e  [ T H E R E  IS 

THE] A l a s k a  l o n g e v i t y  b o n u s  f u n d  is c r e a t e d  for the p u r p o s e  o f  p a y i n g  

t h e  m o n t h l y  b o n u s e s  p r o v i d e d  for i n  this chapt e r .  T h e  f u n d  c o n s i s t s  of 

all m o n e y  m a d e  a v a i l a b l e  b y  a p p r o p r i a t i o n s  of th e  s t a t e  l e g i s l a t u r e ,  

a n d  f r o m  o t h e ^  a p p r o p r i a t e d  m o n e y  t r a n s f e r r e d  f r o m  t h e  A l a s k a  

p e r m a n e n t  f u n d  [FUNDS], all c o n t r i b u t i o n s  f r o m  w h a t e v e r  s o u r c e ,  and 

i n c o m e  a n d  i n t e r e s t  d e r i v e d  f r o m  the i n v e s t m e n t  o f  money.

Sec. 7. A S  4 7 . 4 5 . 0 9 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) A t  t h e  r e q u e s t  o f  t h e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n  the 

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

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

in  th e  A l a s k a  p e r m a n e n t  f u n d  (AS 3 7 . 1 3 . 1 4 5 ( b ) )  to th e  l o n g e v i t y  b o n u s  

f u n d .

Sec. 8. A S  4 7 . 4 5 . 1 5 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(3) " r e s i d e n t "  o r  " r e s i d e n t  of the s ta t e "  m e a n s  a n  i n d i­

v i d u a l  w h o  is p h y s i c a l l y  p r e s e n t  in th e  s t a t e  w i t h  the i n t e n t  to 

r e m a i n  p e r m a n e n t l y  i n  t h e  s t a t e  or, if the i n d i v i d u a l  is no t



1 p h y s i c a l l y  p r e s e n t  i n  t h e  s t a t e ,  i n t e n d s  to r e t u r n  to the s t a t e  a n d  is

2 a b s e n t  o n l y  f o r  m e d i c a l  t r e a t m e n t  o r  o t h e r  r e a s o n s  t h a t  th e

3 c o m m i s s i o n e r  of a d m i n i s t r a t i o n  m a y  e s t a b l i s h  b y  r e g u l a t i o n ;

4 * Sec. 9. A S  4 7 . 4 5 , 1 7 0  is r e p e a l e d  a n d  r e e n a c t e d  to read:

5 Sec. 4 7 . 4 5 . 1 7 0 .  F I N D I N G S  A N D  P U R P O S E .  T h e  l e g i s l a t u r e  f i nd s  a n d

6 d e c l a r e s  t h a t

7 (1) the h i g h  c ost o f  g o o d s  a n d  s e r v i c e s  i n  A l a s k a  a n d  the

8 s t a t e ' s  r e m o t e n e s s  a n d  h a r s h  e n v i r o n m e n t ,  m a k e s  it d i f f i c u l t  fo r  m a n y

9 e l d e r l y  A l a s k a n s  to r e m a i n  in t h e  s t a t e  a f t e r  r e t i r e m e n t ;

10 (2) w h e n  a p e r s o n  is f o r c e d  to liv e  out r e t i r e m e n t  y e a r s

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

12 loss;

13 (3) A l a s k a ' s  e l d e r l y  ar e  a p r e c i o u s  h u m a n  r e s o u r c e ,  a n d  it

14 is i n  t h e  p u b l i c  i n t e r e s t  to p r o v i d e  a f i n a n c i a l  i n c e n t i v e  fo r  t h e m  to

15 r e m a i n  in  the s t a t e  a f t e r  r e t i r e m e n t ;

16 (4) as oil r e v e n u e s  d e c r e a s e ,  it w i l l  b e c o m e  i n c r e a s i n g l y

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

18 t h r o u g h  a n n u a l  a p p r o p r i a t i o n s  a n d  th e  i n c o m e  of the A l a s k a  p e r m a n e n t

19 f u n d  is a n  a p p r o p r i a t e  s o u r c e  o f  f u n d i n g  f o r  the l o n g e v i t y  b o n u s

20 p r o g r a m ;  an d

21 (5) it is i n  the p u b l i c  i n t e r e s t  to c o n t i n u e  t h e  l o n g e v i t y

22 b o n u s  p r o g r a m  f o r  all e l d e r l y  A l a s k a n s  i r r e s p e c t i v e  of need. T h e

23 l o n g e v i t y  b o n u s  p r o g r a m  is n o t  a f o r m  o f  w e l f a r e ,  a n d  is not a s u b s t i -

24 t u t e  fo r  o r  s u p p l e m e n t  to p u b l i c  a s s i s t a n c e .  O t h e r  p r o g r a m s  a r e

25 a v a i l a b l e  to p r o v i d e  the b a s i c  n e c e s s i t i e s  of life. T h e  l o n g e v i t y

26 b o n u s  p r o g r a m  is i n t e n d e d  o n l y  to e n c o u r a g e  e l d e r l y  A l a s k a n s  to s p e n d

27 t h e i r  r e t i r e m e n t  y e a r s  i n  the c o m f o r t  of t h e i r  homes.

28 * Sec. 10. AS 4 7 . 4 5 . 1 5 0 ( 2 )  is r e p e a l e d .

29 * Sec. 11. T h i s  A ct  t a k e s  e f f e c t  J u l y  1, 1983.
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STATE OF ALASKA

FISCAL NOTE Revision Date:

I. REQUEST II

Bill/Resolution No.: S.B. 215__________

Title: Longevity Bonus/Permanent Fund

Sponsor: Ray____________________________

Requestor:_______________________________

XPENDITURES/REVENUES: (Thousands of Dollars)

FISCAL DETAIL

Agency Affected: Administration____________

Program Category Affected: Social Services

BRU, Program of Subprogram(s) Affected: 

Longevity Bonus Program______________________

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
OPERATING

100 PERSONAL SERVICFS -0- 58.4 26.7 26.7 26.7 26.7
200 TRAVEL

300 CONTRACTUAL -0- 43.5 26.5 27.0 27.5 28.0
400 COMMODITIES -0- 1.6 1.0 1.0 1.0 1.0
500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC -0- 22,818.0 12,785.9 14,400.2 16,260.8 18,378.7

TOTAL OPERATING -0- 22,921.5 12,840.1 14,454.9 16,316.0 18,434.4

CAPITAL

REVENUE

FUNDING: (Thousands of Dol lars)

GENERAL FUND

FEDERAL FUNDS

OTHER (Specify Source)

PERMANENT FUND -0- 22,921.5 12,840.1 14,454.9 16,316.0 18,434.4

POSITIONS:

FULL-TIME 1.0 1.0 1.0 1.0 1.0
PART-TIME 1.5 -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 fo*" any Analysis

Prepared B y , j ^ n ^ i s ^ r S ^ v G  Officer Phone: 465-4401

Division: Pioneers' Benefits Date: 4/6/83

Approved by Commissioner: Lisa Rudd

Department: ADMINISTRATION
Date: % / s ?*

Distribution:

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
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IV. ANALYSIS: Senate Bill 215

(a) 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, (b) An estimated 

3,803 additional persons would immediately become eligible under the new 

regulations, (c) Retroactive payments will be paid in FY84 in a total amount 

of $11,409,000 to the approximately 3,803 persons who would have been eligible 

on July 1, 1982. (d) 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, 

(e) Annual growth of the program will be approximately 89 per month, (f) The 

Act takes effect on July 1, 1983. (g) Grants for FY85-88 are increased by 3%
each year.

ASSUMPTIONS

Additional funds needed for FY84 are computed as follows:

Annual Cost

Personal Services $ 58,410

Clerk V, PFT (one position) $26,730 

Clerk II, PPT (three positions, 6 mo.) $31,680

Contractual Services 43,500

Added postage, bonus warrants, printing of new 

regulations and application forms, data pro­

cessing charges, increased telephone tolls.

Commodities 1,600

Office supplies and file cabinets for application 

and recipient files.

Grants (additional estimated 3,803 persons who will 11,409,000

be eligible for the Bonus due to one-year residence 

requirement x 12 x $250)

Retroactive payments for those who would have been 11,409,000

eligible on July 1, 1982 (est. 3,803 x 12 x $250)

Additional FY84 funds required $22,921,510

For years beyond FY84, one additional PFT staff position needs to be retained, 

along with appropriate contractual and commodities costs, plus grants based on 

an estimated increase of 89 recipients per month, escalated at the rate of 3% 
per year.

7/0331-02/BDGSF1



i
I

S.B. 215 

POSITION PAPER

Senate Bill 215 would change the Longevity Bonus Program in the following
ways:

(a) Residence requirements for eligibility would change from 25 years to 

one year, and the requirement for domicile in Alaska on or before Janu­

ary 3, 195S, would be eliminated, (b) An estimated 3,803 additional 

persons would immediately become eligible under the new regulations, (c) 

Retroactive payments will be paid in FY 84 in a total amount of 

$11,409,000 to the approximately 3,803 persons who would have been 

eligible on July 1, 1982. (d) An increase iri the Longevity Bonus staff

will be needed to process the initial flood of applications, and continu­

ing increased staff will be necessary to process the greater workload of 

the expanded program, (e) Grants for FY 85-88 will be increased by 3% 

each year, (f) The funding source would be earnings from the Permanent 

Fund, rather than the State General Fund, (g) Cost of bonuses for an 

ever-increasing number of people will continue to rise year after year as 

a greater number of one-year residents reach age 65, and an over-65 

segment of the population in the lower 48 states migrate to Alaska to 
take advantage of the benefits for’seniors.

This bill, along with others which liberalize eligibility requirements, 
raises a number of questions.

1. Is there merit in rewarding senior citizens simply because of their age, 
or should monetary assistance from the State be based on need?

Many of the people who receive the Longevity Bonus have accumulated 

wealth as a result of their years of endeavor in the State, and have no 

financial need but to share equally with all Alaskans the earnings of the 
Permanent Fund.

2. Are the huge increases in funds which will be required justified?

S.B. 215 would result in the largest cost increase of all alternatives

considered to date. The fiscal note on this bill reveals that $53.4

million would be required for the Longevity Bonus Program in FY 84 if 

residence requirements are reduced to one year, and would grow to $93.7 

million by FY 93 with growth of the Program and escalation of the bonus 
by 3% per year.

Even though these costs will be borne by earnings from the Permanent 

Fund, it is questionable whether this is the best use of these resources.

3. Will this change attract seniors from the lower 48 states, and if so, is
that desirable?

While Alaska's severe weather may deter many from coming, consensus is 

that a considerable number would take advantage of this economic wind­

fall, especially if after only one year's residence they can also receive

7/0 4 0 7 - 0 3 - 1/BDGSF1
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other benefits, such as permanent fund dividends, senior housing, tax 

relief, free licenses for hunting and fishing, passes on the State 

ferries, etc.

Attracting senior citizens to Alaska may, in fact, be beneficial to 

society as a whole. This is a class of citizen which is generally 

seasoned, mature, stable and knowledgeable. If, in moving to Alaska they 

can be near their families, additional benefits of a personal nature may 
accrue.

On the other hand, people over 65 are more prone to disease and acci­

dents, especially where Alaska's colder climate can aggravate respiratory 

•. problems or cause slip-and-fall c;.d automobile accidents. This could 

result in a considerable increase in the demand on Medicaid and Medicare 

programs, not to mention the additional suffering of the seniors.

4. Will this liberalization of the Longevity Bonus Program be perceived by 

the rest of the nation as another "giveaway" program in Alaska?

If so, it will be increasingly difficult to" obtain federal funding for 
needed programs.

The most difficult question to answer is whether it is fair to use part 

of all Alaskans' earnings from the Permanent Fund to pay a special group of 

people, when that group's payments are not based on need.

Because answers to these questions are not clear and compellingly posi­

tive, the Department of Administration is not in favor of passage of Senate 
Bill 215.

Instead, an alternative has been developed which would phase out the 

Longevity Bonus Program over a ten-year period, with supplemental benefits 

available through other State programs which would assure all seniors of 

receiving a reasonable level of income for their needs. This latter plan is 

favored by the Department of Administration.

Prepared by:

- 7  ̂ — ,
Director i  
Division of Pioneers' Benefits 

Department of Administration

Date

Approved by:

7  -T /
f  J ■?•£» 
/_ * . J . „

Commissioner Date
Department of Administration
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T h e  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  has passed, 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  l o n g e v i t y  

b o n u s  ("ALB") p r o g r a m  (AS 4 7 . 4 5 . 0 1 0  e t . s e q . ) by 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  by  1 2 . 5  p e r c e n t  o f  the 

s t a te '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 

cu re  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  for 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 or ol de r ;

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

J a n u a r y  3, 1959; and

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 sta te for

25 years.

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 Zobe 1 

v s . 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  of  the A L B  p r o g r a m  we re  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). On 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  and 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  an a g r e e m e n t  w h i c h  

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

l e g x s l a t i v e  s e s s i o n .  Th is  s e ss io 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 ecure  the p a s s a g e  of

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



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  wi 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  of  l o n g e v i t y  bonuses.

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

se 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, if the r e s i d e n c y  p r o v i s i o n s  of the ALB 

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  be the t e r m i n a t i o n  of 

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 LB p r o g r a m  be e n a c t e d  thi s s e s s i on . If it is not. the Vest 

cas e wi ll 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  tha 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 ,  an d  all pay m e nt s 

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

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

On  M a r c h  8 , 1983, the S e n a t e  Ad H oc  R e s i d e n c y  Co m m it t ee  

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 1 0 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  of  the 10 o p t i o n s  in li g ht  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 ,  and the o p t i o n ' s  i mpact up on  

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  se r vices;  and 

(4) the c o n s i s t e n c y  of  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 LB  program .

It w a s  p l a i n  to the c o m m i t t e e  t h a t  t h e r e  was 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  by  the Z o b e 1 d e c i s i o n

l"The L o n g e v i t y  B o n u s  P r o g ra m : O p t i o n s  U n d e r  The  Vest
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 .
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and the Ve st  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  that the 

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

of 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 197 2 by S e n a t o r s  R a y  

and 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  el de r ly .  Thi 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  of  the Act, w h i c h  no te s  the h i g h  

c o s t  of  r e t i r e m e n t  in  A l a s k a ,  and th at 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 ce d  to live out 
t h e i r  r e t i r e m e n t  y e a r s  in a re a s far awa y from 
the la n d t h e y  l o v e d  a nd  n u r t u r e d  and 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  case s, the loss of 
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, an 
e x p e r i e n c e  th at  is sad a nd  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  newT g e n e r a t i o n s  of 
Alaskans' 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  wi ll  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 nd to c o n t i n u e  to s er ve t h e i r  
s t a t e . . . "  § 1, Ch. 205, S LA 1972.

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  in 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  

p r o g r a m ,  the n u m b e r  o f  r e c i p i e n t s  w o u l d  not p e a k  u n t i l  the ye ar s 

2 0 1 0 - 2 0 2 0 , an 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 , 1983 r e p o r t  noted,

b e t w e e n  1/2 an d 2/3 of  A l a s k a ' s  e l d e r l y  h a v e  i nc o me  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  level 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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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 vo r  of

r e t e n t i o n  o f  a v i a b l e  p r o g ra 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 all 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  by 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 ‘'newcomers ,"  the c o m m i t t e e ' s  

r e po r t d e m o n s t r a t e d  t h a t  e v e n  those 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 iv e d in  the s t at e for sev er al

years. I n de ed ,  o n l y  10 p e r c e n t  of  A l a s k a ' s  e l d e r l y  h a v e  resi d e d

in the s t a te  f o r  1 0 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 og ra 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 1 0
K

o p t i o n s  a n a l y z e d  in its re port. 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 ss  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 1984 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  th a t thi s o p t i o n  w a s  p r o b a b l y  c o n s t i­

tutional , th e  D e p a r t m e n t  of 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 re g ar 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 

age of 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  Ju ne  30, 1984,

w h i l e  p r o v i d i n g  no assi t a n c e  to those  w h o  r e a c h  the age of  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 la 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 ,  an d f u n d i n g  the p r o g r a m  from g e n e r a l  

re ve n ue 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 or  fi sc al  reasons. 

Th er e ar e c u r r e n t l y  some 9,425 A l a s k a n s  w h o  r e ce i ve  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 la 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 a d d i t i o n a l  3 ,8 03 e l d e r l y  w i l l  be e l i g i b l e  

in FY 1984, w h i c h  w o u l d  r a is 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, and $ 4 1 . 9 8  m i l l i o n  in FY  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 ,  the c o m m i t t e e  b e l i e v e s  that the 

g e n e r a l  f u n d  w o u l d  be u n a b l e  to a b s o r b  an 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  by  an e x p a n d e d  A L B  p r o gr a m;
p<

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

same time r a i s i n g  the i n c o m e  ’'ceiling" for state old age 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  ODtion, 

and was r e j e c t e d  by the c o m m i t t e e  for s e v e r a l  reasons. Fir st , it 

c o n v e r t s  the A L B  p r o g r a m  in to  a w e l f a r e  so.erne -- an 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  by A l a s k a ' s  e l d er l y.  Se co n d,  or.ce 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  in to  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  

dr op s  from one y e a r  to 30 days. Th 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  of  l i fe ,"  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 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 ,  since  an  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  not 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 ,  bu 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
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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  -- th e re  is a s u b s t a n t i a l  

r i s k  of i n - m i g r a t i o n  c r e a t e d  by this o p t i o n ;  and

4. an a n n u i t y  p r o g r a m .  U n d e r  thi s opti on , e a c h  

A laskan , in 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  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 the  c a s h  

di vidend . O v e r  the y e a r s ,  t h os 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 co un t s.  H o w e ve 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  of his or 

h e r  p e r m a n e n t  fun d d i v i d e n d .  M o r e o v e r ,  for m a n y  year s, and unt il  

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  be r e q u i r e d  if the
K

state we re  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  the se rea so n s,  

this o p t i o n  w a s  r e j e c t e d  by  the c o mm 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  CS S B 215

Th 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 

cr e at e d by  CS SB  215 p r o v i d e s  b o t h  e q u a l i t y  of  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 sa m e ti m e  r e t a i n i n g  some o f  the fisca 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 of 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  fun d w i l l  be

cr ed i te 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. Thi s 

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  fo 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 .  At  the same time, and u n d e r  S e c t i o n  2 of

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  be 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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F o r  FY  1984, the full  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  be n e c e s s a r y  to fund the A L B  p ro gr a m .  This year, 

som e $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 $2 5 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 the l o n g e v i t y  b o n u s  a c c o v n t  this y e a r  w i l l  e q u a l  $42.2 

mi l li o n.  The $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 ALB 

a ccount , as w i l l  f u t u r e  e a r n i n g s  on that 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  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  an 

" a c c o u n t . "  The c o m m i t t e e  b e l i e v e s  that it was u n w i s e  to c r ea 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  co s ts  of
K

a d m i n i s t r a t i o n ,  a n d  the l o s s  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  

f u n d .

As  the y e a r s  g o  by, less t h an  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  be r e q u i r e d  to fund the A L B  Tvrogram. 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 J l u  a s u b s t a n t i a l  

" s a vi ng s  a c c o u n t "  w h i c h ,  i n  time, is i n t e n d e d  to m a k e  the AL B 

a c c o u n t  p a r t i a l l y  i f  no t w h o l l y  s e l f - s u s t a i n i n g .

In pi*ojecting t he  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 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  of L a b o r ,  the 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  and 

T r a v e l e r s  I n s u r a n c e  C o m p a n y .

U s i n g  th e se  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 ALB 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  and the 

y e a r  2 0 0 0 , 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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fu n d the A L B  p r o g r a m  w i l l  g r a d u a l l y  de c li ne ,  to the p oi n t whe re  

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  be  r e q u i r e d  by  the y e a r  2000. 

A s  a t t a c h m e n t  i l l Lo thi s r e p o r t  indic at es , in that year, 

$ 1 9 8  m i l l i o n  m a y  b e  a p p r o p r i a t e d  to the a cc ou nt,  w h i l e  on^Ly 

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

b e t w e e n  $ 7 6 - 7 9  m i l l i o n .  Th e  a g g r e g a t e  " s a v i ng 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  m i l l i o n .  By 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 bi ll ion. Since 

o n l y  $ 1 6 8 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 LB  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.
K

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 u r e s  m a y  be t oo  l i b e r a l ,  o r  too c o n s e r v a t i v e .  T h e  p o i n t  is 

t ha 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 LB a c c o u n t  w i l l  bu i ld  

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 .  Thi s savi n gs  a c c o u n t  is i m p o r t a n t  

f or  two r e a s o n s .  As  c u r r e n t  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 ,  the 

ti me  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  of p e r m a n e n t  fu nd  e a r n­

ings are n e e d e d  fo r g e n e r a l  g o v e r n m e n t  ex penses. Seco n d , c o m­

m e n c i n g  in the 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  sh ould 

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  grow t h,  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  p r o b le m s.

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

the a m o u n t  o f  t he  l o n g e v i t y  b o n u s  wil l i n c r e a s e d  b y  three p e r c e n t



an nually. T hu 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  fr o m $ 3 , 0 0 0  p e r  

y e a r  in 1 9 8 4  to $ 4 , 8 1 4  in 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  on  the bonus. 

If the l e g i s l a t u r e ,  in a n y  y ear, 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 th a t a m o u n t  is i n s u f f i c i e n t  to pa y  

the full a m o u n t  o f  the b o n u s  f or th a t year, it is the c o m m i t t e e ' s  

i n te n t that t h e  a m o u n t  o f  the bo nu s  s h ou ld  be r e d u c e d  to a v o i d  the 

n e e d  for a g e n e r a l  fund s u p p l e m e n t .  Since, in e s s e n c e ,  the A LB  

p r o g r a m  w i l l  b e  p r e s e r v e d  by 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  fu nd  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  th at  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 m o n g  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  of fund ea r ni n gs .

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 of the b o n u s .  T h r o u g h  F Y  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  on  u n d i s t r i b u t e d  e a r n i n g s  

fr om  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 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 tand on 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 FY  84 to $121 m i l l i o n  

in FY  85. Th 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  on FY 85 b o n u s e s  are 

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

lat u 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  fun d 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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bo nu s  of  $ 3 , 0 9 0  ( $ 3 , 0 0 0  p l u s  a 3% COLA). By  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

tr i b u t i o n  o f  s o m e  $ 2 , 1 1 0 .

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

..educed to o n e  year. How e v er , the bi ll  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  of " 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  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  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  of a b o d e  in the state 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  state.

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

t i t l e d  to b e  a b s e n t  fr o m  the state for uo to six m o n t h s  d u r i n g  anv 

y e a r  w i t h o u t  j e o p a r d i z i n g  h is  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 

bill, § 030 is a m e n d e d  to make c l e a r  that 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  of S e c t i o n s  3 L 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  $ 1 2  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 ad  r e s i d e d  

in the s t at e  f o r  o n e  y e a r  as o f  J u l y  1, 1982.
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S E N A T E  A D  HOC R E S I D E N C Y  C O M M I T T E E  

R E S P O N S E  TO:

"SB 215 P O S I T I O N  P A P E R , "  A L A S K A  D E P A R T M E N T  O F  A D M I N I S T R A T I O N ,  
A p r i l  13, 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  h a s  p r e p a r e d  

l e g i s l a t i o n  (CSB215) w h i c h  w o u l d  a m e n d  the A l a s k a  L o n g e v i t y  

B o n u s  (ALB p r o g r a m )  to c r e a t e  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 .  U n d e r  the l e g i s l a t i o n ,  all e l d e r l y  A l a s k a n s  w i t h  one 

y e a r ' s  r e s i d e n c y  w o u l d  be  e n t i t l e d  to r e c e i v e  a $ 2 5 0 / m o n t h  

l o n g e v i t y  b o n u s .  F u n d i n g  for the p r o g r a m  w o u l d  be p r o v i d e d  by

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 .  If the a m o u n t  of p e r m­

an e n t  fund e a r n i n g s  w e r e  i n s u f f i c i e n t ,  the a m o u n t  o f  the bonus

w o u l d  be c o r r e s p o n d i n g l y  r e d u c e d .  A l t e r n a t i v e l y  if  12.5 p e r­

cent o f  p e r m a n e n t  fund e a r n i n g s  w o u l d  be in e x c e s s  o f  the amou n t 

r e q u i r e d  to fu nd  the p r o g r a m  f o r  a n y  p a r t i c u l a r  y e ar ,  the s u r­

plus  w o u l d  be p l a c e d  in  a " r a v i n g s  a c c o u n t . "  The e a r n i n g s  from 

the s a v i n g s  a c c o u n t  w i l l  s e r v e  to m a k e  the p r o g r a m  at least 

p a r t i a l l y  s e l f - s u s t a i n i n g  in  f u t u r e  year s.

T hi s  o p t i o n  w a s  c h o s e n  f r o m  a m o n g  10 a l t e r n a t i v e s  p r e­

se n t e d  to the C o m m i t t e e  in a M a r c h  8 , 1983 r e p o rt .  The C o m­

m i t t e e ' s  r e a s o n s  fot c h o o s i n g  thi s a l t e r n a t i v e  are d i s c u s s e d  in 

d e t a i l  in the " S e n a t e  A d  Hoc R e s i d e n c y  C o m m i t t e e  R e p or t  on 

C S S B  215."

C o n v e r s e l y ,  the A l a s k a  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  has 

p r o p o s e d  to t e r m i n a t e  the A L B  p r o g r a m  o v e r  a 10 y e a r  "phas e - ou t
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p e r i o d . "  E a c h  year, the a m o u n t  o f  the b o n u s  w o u l d  be r e d u c e d  by 

$ 2 5 . 0 0 / m o n t h . D u r i n g  that sam e p e r i o d ,  the a m o u n t  a v a i l a b l e  as 

st at e  Ol d  A g e  A s s i s t a n c e  w e l f a r e  p a y m e n t s  w o u l d  be i n c r e a s e d  by 

$ 2 5 . 0 0 /m on th. In F Y  1994, the s t a t e ' s  w e l f a r e  p a y m e n t  w o u l d  

r i s e  from its c u r r e n t  $ 5 4 6 / m o n t h  to $ 7 9 6 / m o n t h .

On A p r i l  13, 1983, D e p a r t m e n t  o f  A d m i n i s t r a t i o n  C o m m i s­

s i o n e r  R u d d  i s s u e d  a " p o s i t i o n  p a p e r "  w h i c h  w as  v e r y  c r i t i c a l  of 

SB  215, and w h i c h  a d v o c a t e d ,  in its p l ac e , the w e l f a r e  a l t e r n a­

tive d e v e l o p e d  by tha t d e p a r t m e n t .  The p u r p o s e  of this r e s p o n s e  

is two-fold:

1. Pa r t  I c l a r i f i e s  the " p o s i t i o n  p a p e r ' s "  d e s c r i p -  

ti on of SB 215. VThile the d e s c r i p t i o n  is p a r t i a l l y  a c c u r a t e ,  it 

i m p l i e s  that c e r t a i n  o f  the m o r e  c o n t r o v e r s i a l  pi-ovisions of  

SB 215 are u n i q u e  to that bill. To the c o n t r a r y ,  m o s t  o f  the 

d i f f i c u l t  c h a n g e s  d e s c r i b e d  in the p o s i t i o n  p a p e r  are m a n d a t e d  

by the Vest s e t t l e m e n t ,  a n d  ar e  c o m m o n  to a l l  p r o p o s a l s  w h i c h  

h a v e  b e e n  a d v a n c e d  -- i n c l u d i n g  the D e p a r t m e n t  o f  A d m i n i s  r a­

tio n's;  and

2. Pa r t II d i s c u s s e s  the f o u r  c r i t i c i s m s  of  SB 215 

a d v a n c e d  by the p o s i t i o n  pape r.  In a d d i t i o n  to d i s c u s s i n g  the 

m e r i t s  o f  the c r i t i c i s m s ,  Par t II a l s o  d i s c u s s e s  t h e i r  a p p l i­

c a b i l i t y  to the D e p a r t m e n t  o f  A d m i n i s t r a t i o n ' s  p r o p o s a l .

P A R T  I 

D E S C R I P T I O N  O F  SB 215.

A. R e s i d e n c y  R e q u i r e m e n t s .

T h e  p o s i t i o n  p a p e r  c o r r e c t l y  s t a t e s  that SB 215



w o u l d  r e d u c e  the r e s i d e n c y  r e q u i r e m e n t  o f  the A L B  p r o g r a m •fro m 

25 y e a r s  to one year. A one y e a r  r e s i d e n c y  r e q u i r e m e n t  is the 

m a x i m u m  c o n s t i t u t i o n a l l y  p e r m i s s i b l e  f o r  p r o g r a m s  w h i c h  do not 

p r o v i d e  " b a s i c  n e c e s s i t i e s  of l i f e. "  T he  A d m i n i s t r a t i o n ,  on the 

o t h e r  h a n d ,  h a s  p r o p o s e d  c o n v e r t i n g  the A L B  p r o g r a m  i n t o  a d d i­

tio n a l  s t at e w e l f a r e  pay ments.  T h i s  w o u l d  i n v o l v e  the p r o v i s i o n  

o f  a " b a s i c  n e c e s s i t y  of life." W h a t e v e r  d i f f i c u l t i e s  are p os e d 

b y  SB 215' s on e  y e a r  r e s i d e n c y  r e q u i r e m e n t  are, o bv i ou s ly ,  

m u l t i p l i e d  b y  the 3 0 - d a y  r e s i d e n c y  r e q u i r e m e n t  o f  the A d m i n i s­

t r a t i o n ' s  o p t i o n .

B . I n c r e a s e d  H u m b e r  o f  E l i g i b l e  A p p l i c a n t s  .

The  p o s i t i o n  p a p e r  c o r r e c t l y  s t a t e s  that un d er

SB 2 15  t h e r e  w i l l  be a p p r o x i m a t e l y  3 , 8 0 3  n e w  r e c i p i e n t s  of the 

l o n g e v i t y  b o n u s  -- a r e s u l t  c a u s e d  by the r e d u c t i o n  m  the 

r e s i d e n c y  r e q u i r e m e n t .  Th is  is e q u a l l y  tru e o f  the A d m i n i s t r a­

ti o n ' s  p r o p o s a l .  M o re o ve r,  u n d e r  the A d m i n i s t r a t i o n  approach, 

t he r e w i l l  a l s o  be a s u b s t a n t i a l  n u m b e r  o f  n e w  a p p l i c a n t s  for 

s t a t e  w e l f a r e .  The R e s i d e n c y  C o m m i t t e e  p r o j e c t s  that as m a n y  as 

2 , 5 0 0  m o r e  p e o p l e  will be ad d ed  to the w e l f a r e  r o l e s  as a result 

o f  C o m m i s s i o n e r  R u d d ' s  t g g e s t i o n s .  M o r e o v e r ,  th a t figu r e does 

n o t  ta k e i n t o  a c c o u n t  the l i k e l i h o o d  that C o m m i s s i o n e r  Rud d' s

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

s t a t e  (see b e l o w ) .

C . R e t r o a c t i v e  P a y m e n t s .

T he  p o s i t i o n  p a p e r  c o r r e c t l y  n o t e s  that $11.4
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m i l l i o n  in r e t r o a c t i v e  p a y m e n t s  m u s t  be m a d e  u n d e r  SB 215 to 

th ose 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  as of  Jul y 1, 

1982. T h e s e  r e t r o a c t i v e  a w ar d s are m a n d a t e d  u n d e r  the V es t  

s e t t l e m e n t ,  a n d  t h e y  a re  i n c l u d e d  in th e A d m i n i s t r a t i o n ' s  p r o­

posal as well. U n d e r  b o t h  p r o p o s a l s ,  th e  $ 1 1 . A m i l l i o n  a p p r o­

p r i a t i o n  w o u l d  c o m e  from g e n e r a l  r e v e n u e s .  H o w e v e r ,  u n d e r  a 

p r o p o s e d  a m e n d m e n t  to C S S B  215, the g e n e r a l  fund w o u l d  be r e i m­

b u r s e d  as s u r p l u s e s  a c cr u e in the A l a s k a  l o n g e v i t y  b o n u s  acco un t.

D . S t a f f  I n c r e a s e s .

T he p o s i t i o n  p a p e r  n o t e s  t ha t  w i t h  3 , 8 0 3  n e w  A L B  

a p p l i c a n t s ,  s o m e  a d d i t i o n a l  s t a f f  w i l l  be r e q u i r e d  in the
K

D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  The D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

p r o j e c t s  that the a m o u n t  wi l l  be n o m i n a l  -- a p p r o x i m a t e l y  

$ 10 0 ,0 00 .  T he  D e p a r t m e n t  of  A d m i n i s t r a t i o n  a d m i t s  that its 

i n c r e a s e d  f i s c a l  co st s  for the R u d d  a l t e r n a t i v e  w o u l d  be i d e n t i­

cal to that o f  SB 215. M o r e o v e r ,  a n d  u n l i k e  SE  215, the R u d d  

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

c o s t s  w i t h i n  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ,  to 

h a n d l e  the s o m e  2 , 5 0 0  n e w  state w e l f a r e  r e c i p i e n t s .  T ho s e co sts 

a l o n e  are l i k e l y  to be s u b s t a n t i a l l y  h i g h e r  t h a n  all o f  the 

a d m i n i s t r a t i v e  c o s t s  u n d e r  SB 215. R e m a r k a b l y ,  the A d m i n i s t r a­

tio n  has y e t  to p r e p a r e  fiscal p r o j e c t i o n s  on th ese costs.

E. Size o f  B o n u s .

T h e  p o s i t i o n  p a p e r  i n c o r r e c t l y  s t a t e s  that the 

a m o u n t  o f  the b o n u s  u n d e r  SB 215 w i l l  i n v a r i a b l y  i n c r e a s e  by
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t hr ee  p e r c e n t  p e r  annum. W h i l e  the bi l l d o e s  c o n t a i n  a three, 

p e r c e n t  c o s t  o f  l i v i n g  a d j u s t m e n t ,  the a d j u s t m e n t  w i l l  o n l y  be 

a p p l i c a b l e  i f  the f u n d i n g  source  for the p r o g r a m  -- 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  -- is s u f f i c i e n t  to p r o v i d a  that 

a m o u n t .  If t h e r e  is a shortf a ll ,  the si z e o f  the b o n u s  wi l l  be 

c o r r e s p o n d i n g l y  r e d u c e d .  This " c e i l i n g "  v a s  i n s e r t e d  at the 

b e h e s t  o f  C o m m i s s i o n e r  Ru d d,  y et the p o s i t i o n  p a p e r  c o n t a i n s  no 

d i s c u s s i o n  o f  i ts e x i s t e n c e  or s i g n i f i c a n c e .

F . F u n d i n g  S o u r c e .

The p o s i t i o n  p a p e r  s t a t e s  t h a t  the f u n d i n g  so ur ce

f o r  SB 215 w i l l  be  p e r m a n e n t  fund e a r n i n g s .  T h a t  is h a l f  the 

story. W h i l e  12 . 5  p e r c e n t  o f  p e r m a n e n t  fu n d  e a r n i n g s  w o u l d  be

c r e d i t e d  to the l o n g e v i t y  b o n u s  accour.', it is a n t i c i p a t e d  by

the C o m m i t t e e ,  b a s e d  o n  r e l i a b l e  a n d  c o r r o b o r a t e d  data, that 

o v e r  the y e a r s  the A L B  w i l l  b u i l d  a s u b s t a n t i a l  surp lu s. In 

time, SB 215 w i l l  be f u nd ed  in part, i f  n o t  i n  w h o l e ,  by e a r n­

ing s  fr o m its o w n  ac c o un t .

G . C o s t  o f  the B o n u s e s .

T h e  p o s i t i o n  p a p e r  i n c o r r e c t l y  s t a t e s  that the

c o s t  o f  the b o n u s e s  w i l l  " c o n t i n u e  to r i s e "  as the y e a r s  go by. 

To the e x t e n t  t h a t  this i m p l i e s  an e v e r - i n c r e a s i n g  b u r d e n  on the 

g e n e r a l  f un d, SB 215, o f  course, d o e s  not  u se  g e n e r a l  fund

r e v e n u e s .  M o r e o v e r ,  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  

is f i x e d  by s t a t u t e .  M o r e o v e r ,  and as n o t e d  p r e v i o u s l y ,  the ALB



ac co u nt  c r e a t e d  b y  SB 215 w i l l  c o n t i n u e  to b u i l d  s u b s t a n t i a l  

s u r p l u s e s .

P A R T  II

T H E  P O S I T I O N  P A P E R’S C R I T I C I S M S  O F  SB 215.

A. The "N eed B a s e d "  I s s u e .

Whr n the A l a s k a  L o n g e v i t y  Bonus P r o g r a m  was 

c r e a te d  in 19 7 2 as a r e s u l t  o f  l e g i s l a t i o n  i n t r o d u c e d  by 

Se na t or s  R.ay and B u t r o v i c h ,  a c o n s c i o u s  d e c i s i o n  wa s m a d e  not to 

b as e  the p r o g r a m  on  " n e e d . "  T h e  p r o g r a m  is i n t e n d e d  to p a r­

tia l l y  c o m p e n s a t e  for the i n c r e a s e d  c o s t  o f  r e t i r e m e n t  in 

A la sk a , and p r o v i d e  a f i n a n c i a l  i n c e n t i v e  for the s t at e to

H
r e t a i n  the p r e c i o u s  h u m a n  r e s o u r c e  o f  it s el d e rl y.  The p r o g r a m  

is a source o f  p ri d e to all e l d e r l y  A l a s k a n s ,  an d  an y  o p t i o n  

w h i c h  c o n v e r t s  the u n d e r t a k i n g  i n t o  a w e l f a r e  sch em e  is b o t h  an 

i n su l t to A l a s k a ' s  e l d e r l y ,  a nd  p o l i t i c a l l y  naive.

T hi s  fact w a s  u n d e r s c o r e d  in t e s t i m o n y  by Ro s e 

P a l m q u i s t  o f  the A l a s k a  O ld e r P e r s o n s '  A c t i o n  Gr oup. Th a t 

t e s t i m o n y  s t r o n g l y  o p p o s e d  C o m m i s s i o n e r  R u d d ' s  a l t e r n a t i v e  

b e c a u s e  o f  its e m p h a s i s  on " w e l f a r e . "

The p o s i t i o n  p a p e r  s t r e s s e s  that " m a n y "  w e a l t h y  

p e o p l e  hav e no m o r a l  c l a i m  to a l o n g e v i t y  bonus. F ir s t,  as this 

C o m m i t t e e ' s  M a r c h  8, 1983, r e p o r t  c o n c l u d e d ,  there a r e  v e r y  few 

A l a s k a n  e l d e r l y  w h o  can be c a l l e d  " w e a l t h y . "  M o r e o v e r ,  and c o n­

trary to the i m p l i c a t i o n s  o f  the p o s i t i o n  paper, SB 215 w o u l d  

not be p r o v i d i n g  a b o n u s  to a l a r g e  n u m b e r  o f  " n e w c o m e r s . "
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I n d e e d ,  m o s t  e l d e r l y  A l a s k a n s  w h o  are c u r r e n t l y  not r e c e i v i n g  

the b o n u s  have l iv ed  h e r e  in e x c e s s  o f  ten years.

In sum, c r i t i c i s m  i l l s i m p l y  r e h a s h e s  a debate  

r e s o l v e d  a d e c a d e  p r e v i o u s  -- w h e t h e r  or n o t  the ALB p r o g r a m  

s h o u l d  be s t r u c t u r e d  on a w e l f a r e  b a si s .

B. "Hu ge  I n c r e a s e s  in F u n d s ."

The  P o s i t i o n  p a p e r  c h a r a c t e r i z e s  SB 215 as p r o­

v i d i n g  for "huge i n c r e a s e s  o f  f u n d s , "  a n d  r e s u l t i n g  in "the 

l a r g e s t  c os t  i n c r e a s e  o f  all a l t e r n a t i v e s  c o n s i d e r e d . "  Th is  

c r i t i c i s m  is n o t  true. As n o t e d  p r e v i o u s l y ,  the b o n u s e s  p r o­

v i d e d  b y  SB 215 are s u b j e c t  to a c e i l i n g  w h i c h  e n s u r e s  that it
K

n e v e r  e x c e e d s  12. 5 p e r c e n t  o f  p e r m a n e n t  fu nd  ea r ni n gs .  Again, 

t h i s  c r i t i c a l  p r o v i s i o n  o f  the b i l l  is c o n s p i c u o u s  in its 

a b s e n c e  in the p o s i t i o n  pap er . A d d i t i o n a l l y ,  and b e c a u s e  the 

p r o g r a m  will b e c o m e  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 

f u t u r e  year s,  it is w i d e l y  v i e w e d  as the m o s t  f i s c a l l y  r e s p o n­

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

Th e c o n v e r s e  is tr u e of the Rud d a l t e rn a ti v e.  

VThile o v e r  the y e a r s  the cost o f  the A L B  p r o g r a m  w i l l  d e cr e as e , 

t he c o s t  o f  a d d i t i o n a l  w e l f a r e  a s s i s t a n c e  wi ll  c o n t i n u e  to 

i n c r e a s e .  Som e 2 , 5 0 0  p e r s o n s  m a y  be  a d d e d  to the state w e l f a r e  

r o l e s  as a r e s u l t  o f  the R u d d  a l t e r n a t i v e  -- a figure w h i c h  does 

n o t  i n c l u d e  s u b s t a n t i a l  e l d e r l y  i n - m i g r a t i o n .  As o u r  r e s p o n s e  

to c r i t i c i s m  //3 b e l o w  i n d i c a t e s ,  t h e r e  w i l l  in all l i k e l i h o o d  be 

s u b s t a n t i a l  i n - m i g r a t i o n  as a r e s u l t  o f  the R u d d  pr o po sa l.
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U n d e r  the R u d d  option, the g e n e r a l  fu nd  w i l l  b e a r  ’ this 

e v e r - i n c r e a s i n g  burden.

It mu s t b e  s t r e ss e d,  m o r e o v e r ,  tha t the i n c r ea s ed  

w e l f a r e  b u r d e n s  o f  the R u d d  a l t e r n a t i v e  do n o t  c o n s i s t  s o l e l y  of 

i n c r e a s e d  w e l f a r e  p ay m en t s.  E v e r y  p e r s o n  a d d e d  to the w e l f a r e  

ro le s  u n d e r  the R u d d  p r o p o s a l  v/ill a l s o  be e n t i t l e d  to receive 

M e d i c a i d  -- w h i c h  e n c o m p a s s e s  free a n d  c o m p r e h e n s i v e  m e d i c a l  

i n su r a n c e ,  i n c l u d i n g  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 .

C. I n - M i g r a t i o n .

T h e  p o s i t i o n  p a p e r  o p i n e s  that p r o v i d i n g  $ 2 5 0  per 

m o n t h  to all o n e - y e a r  e l d e r l y  A l a s k a n s  w i l l  r e s u l t  in su b st a n-  

tial i n - m i g r a t i o n  o f  n e w  e l d e r ly .  I n d ee d , C o m m i s s i o n e r  R u dd  

a r g u e s  that S B  215 may r e s u l t  in p h y s i c a l  h a r m  to the elderly, 

who w i l l  be l u r e d  to the state b y  the b i l l ' s  g e n e r o s i t y ,  on l y  to 

slip and fa ll  on  A l a s k a ' s  i cy  st re e t.  G i v e n  the extr e me  

e c o n o m i c  a nd e n v i r o n m e n t a l  h a r d s h i p s  o f  r e t i r e m e n t  in Alaska, 

and the fact that a y e a r ' s  r e s i d e n c y  is r e q u i r e d  u n d e r  SB 215 

b e f o r e  a n y  b e n e f i t s  are r e c e i v ed ,  the C o m m i t t e e  s i m p l y  disag re es.

On  the o t h e r  hand, the i n - m i g r a t i o n  c a u s e d  by the 

R u d d  a l t e r n a t i v e  m a y  be ext re m e.  As n o t e d  p r e v i o u s l y ,  u n d e r  the 

Ru dd  a l t e r n a t i v e ,  a n y  p e r s o n  w h o s e  n e t  i n c o m e  is less th an  $796 

a m o n t h  -- w h i c h  is s u b s t a n t i a l l y  h i g h e r  t h a n  a n y  o t h e r  st ate's 

w e l f a r e  c e i l i n g  -- will, u p o n  m o v i n g  to A l a s k a ,  i m m e d i a t e l y  be 

e n t i t l e d  to a state s u b s i d i z e d  i n c o m e  o f  t h a t  a m o u n t ,  tog e th er  

w i t h  free m e d i c a l  c o v e r a g e  and n u r s i n g  h o m e  car e for life. At a
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m i n im um ,  this w o u l d  p r o v i d e  an  e n o r m o u s  i n c e n t i v e  for cu rr e n t 

A l a s k a n s  to r e l o c a t e  th e ir  i n s t i t u t i o n a l i z e d  p a r e n t s  o r  r e l a­

tives to tne state. In short, no a l t e r n a t i v e  c o n s i d e r e d  w i t h  

r e s p e c t  to the A L B  p o s e s  m o r e  s e v e re  i n - m i g r a t i o n  p r o b l e m s  than 

th at  o f  the R u d d  a l t e r n a t i v e .

D . F a i r n e s  s .

F i n a l l y ,  the p o s i t i o n  p a p e r  s u g g e s t s  t h a t  it is 

" u n f a i r "  to set a p a r t  a p o r t i o n  o f  the p e r m a n e n t  fund e a r n i n g s  

for the ALB p r o g r a m .  T h i s  o b s e r v a t i o n  is i n c o n s i s t e n t  w i t h  the 

r e p e a t e d  s t a t e m e n t s  o f  the S h e f f i e l d  A d m i n i s t r a t i o n  th at  a p o r­

tio n  o f  the p e r m a n e n t  fund  e a e n i n g s  s h o u l d  be set a s i d e  to fund

the A L B  pr og r am .  M a n y  s t a t e  p r o g r a m s  set aside f un d s for the

b e n e f i t  of  p a r t i c u l a r  cl a ss e s .  W h e t h e r  those fu n ds  are set 

a s i d e  as a p o r t i o n  o f  g e n e r a l  r e v e n u e s  or the p e r m a n e n t  fund 

r rdly seems s i g n i f i c a n t .

C O N C L U S I O N

Fin al l y,  the p o s i t i o n  p a p e r  e n d s  w i t h  a on e  p a r a g r a p h

s y n o p s i s  and e n d o r s e m e n t  o f  the R u d d  a l t e r n a t i v e .  Th i s  a l t e r n a­

tive has, e v e n  a t  this late date, not a p p e a r e d  in l e g i s l a t i v e  

form. No a n a l y s e s  or  r e p o r t s  on this a l t e r n a t i v e  h a v e  e v e r  bee n 

p r e p a r e d  by the A d m i n i s t r a t i o n ;  n o r  h a s  the A d m i n i s t r a t i o n  made 

an y e f fo rt  to r e s p o n d  to a n y  o f  c r i t i c i s m s  o f  the a l t e r n a t i v e  

w h i c h  h a v e  b e e n  r e p e a t e d l y  a d v a n c e d  by this C o m m i t t e e ,  o t h e r  

l e g i s l a t o r s  and e l d e r l y  A l a s k a n s .  The p a p e r  s t a t e s  that it is
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"not  In favor" o f  SB 2 1 5  b e c a u s e  there ha ve  not b e e n  " c l e a r  and 

c o m p e l l i n g  p o s i t i v e "  a n s w e r s  to the fo ur  c r i t i c i s m s  s u g g e s t e d  in 

the d oc ument. C o n v e r s e l y ,  t h e r e  ha v e b e e n  no a n s w e r s  w h a t s o e v e r  

g i v e n  to the p l a i n  and f a t a l  f a i l i n g s  o f  the R u d d  a l t e r n a t i v e .
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On J u n e  14,  1982 ,  t h e  U n i t e d  S t a t e s  Supr eme  C o u r t  r u l e d

t h a t  t h e  c u m u l a t i v e  r e s i d e n c y  r e q u i r e m e n t s  o f  A l a s k a ' s  p e r m a n e n t

f und  d i v i d e n d  d i s t r i b u t i o n  p r o g r a m  v i o l a t e d  t h e  E q u a l  P r o t e c t i o n

C l a u s e  o f  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n .  S h o r t l y  t h e r e a f t e r ,

A l a s k a ' s  L o n g e v i t y  Bonus  ("ALB")  P r o g r a m  was c h a l l e n g e d  on e q u a l
2

p r o t e c t i o n  g r o u n d s .  On A u g u s t  9,  1 9 8 2 ,  t h e  D e p a r t m e n t  o f  Law,

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

a s t i p u l a t i o n  i n  t h e  V e s t  c a s e  wh i c h  s t a y e d  a l l  p r o c e e d i n g s

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

a f f o r d  t h e  l e g i s l a t u r e  an o p p o r t u n i t y  t o  a d d r e s s  t h 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  t h e  e x i s t i n g  p r o g r a m .

The p u r p o s e  x f  t h i s  r e p o r t  i s  t o  a n a l y z e  some 10 o p t i o n s  

a v a i l a b l e  t o  t h e  l e g i s l a t u r e  i n  a me n d i n g  t h e  A l a s k a  L o n g e v i t y  

Bonus  P r o g r a m .  T h i s  r e p o r t  i s  a f i r s t  s t e p  i n  a p r o c e s s  wh i c h

m u s t  be  c o m p l e t e d  by t h e  end o f  t h i s  s e s s i o n .  As s u b p a r t s  (C) and 

(D) o f  t h i s  s e c t i o n  d i s c u s s ,  t h e  l i k e l y  c o n s e q u e n c e  o f  f a i l i n g  t o  

e n a c t  r e m e d i a l  l e g i s l a t i o n  t h i s  s e s s i o n  i s  t h a t  t h e  ALB p r o g r a m

w i l l  be j u d i c i a l l y  t e r m i n a t e d .

A. D e s c r i p t i o n  Of The L o n g e v i t y  Bonus  P r o g r a m 

P r e d e c e s s o r s  o f  t h e  e x i s t i n g  ALB p r o g r a m  c a n  be t r a c e d  t o  

1 915 .  I n  t h a t  y e a r ,  t h e  T e r r i t o r i a l  L e g i s l a t u r e  a u t h o r i z e d  a 

m o n t h l y  a l l o w a n c e  o f  $ 1 2 . 5 0  f o r  n e e d y  e l d e r l y  A l a s k a n s  o f  10 y e a r s

I . IN T R O D U C T IO N

i Z o b e l  v .  W i l l i a m s ,  72 L.  Ed.  2nd 672 ( 1 9 8 2 )

^ V e s t  v .  S h a f e r ,  1 J U - 8 2 - 1 1 0 3  C i v .  ( 1 s t  J u d .  D i s t . ,  1982)



r e s i d e n c y  who c h o s e  n o t  t o  e n t e r  t h e  n e w l v - c r e a t e a  P i o n e e r s '  

H o m e s . ^  Th e  c u r r e n t  p r o g r a m  was e n a c t e d  i n  1972^ as a r e s u l t  

o f  l e g i s l a t i o n  i n t r o d u c e d  by S e n a t o r s  B u t r o v i c h  and R a y . " 5 Q u i t e  

u n l i k e  t h e  " n e e d - b a s e d ' 1 f o c u s  o f  i t s  p r e d e c e s s o r s ,  t h e  1972 

l e g i s l a t i o n  was t o :

" . . .  p r o v i d e  a l l  l a w - a b i d i n g  A l a s k a n s  c a p a b l e  o f  
m a n a g i n g  t h e i r  own a f f a i r s  who h a v e  m a i n t a i n e d  a 
d o m i c i l e  i n  t h e  s t a t e  f o r  a t  l e a s t  25 y e a r s  and 
h a v e  r e a c h e d  a r e t i r e m e n t  age o f  6 5 ,  an i n c e n t i v e  
t o  c o n t i n u e  u n i n t e r r u p t e d  r e s i d e n c y  i n  t h e  s t a t e  
U n d e r  no c i r c u m s t a n c e s  s h a l l  t h i s  c h a p t e r  be 
c o n s i d e r e d  a f o r m ,  t y p e ,  o r  m a n n e r ,  o f  p u b l i c  
r e l i e f .  T h e  b o n u s e s  made u n d e r  t h i s  c h a p t e r  a r e  
n oc p r e d i c a t e d  on n e e d  e v e n  t h o u g h  t h e y  may a p p e a r  
t o  p r o v i d e  s u p p l e m e n t a l  i n c o m e  t o  some q u a l i f i e d
p e r s o n s  who w o u l d  o t h e r w i s e  be f o r c e d  t o  become 
r e s p o n s i b i l i t i e s  o f  t h e  s t a t e .  Th e  L e g i s l a t u r e  
f u r t h e r  f i n d s  and s t a t e s  t h a t  t h i s  l e g i s l a t i o n  
r e c o g n i z e s  thns e c o n o m i c  h a r d s h i p s  s u f f e r e d  by many 
e l d e r l y  A l a s k a n s ,  A l a s k a n s  who t h r o u g h  t h e i r
t e n a c i t y  and p e r s e v e r a n c e  m o l d e d  A l a s k a  as we know 
i t  t h r o u g h  s k i l l f u l  a p p l i c a t i o n  o f  t h e i r  t a l e n t s .
T h e s e  p i o n e e r s  a r e  t h e  same A l a s k a n s  who,  i n  t h e  
p r i m e  o f  t h e i r  l i f e ,  we r e  i n  e f f e c t  t r e a t e d  as 
s e c o n d  c l a s s  c i t i z e n s  by t h e  f e d e r a l  g o v e r n m e n t  
and who p a i d  much o f  t h e i r  h a r d  e a r n e d  i n c o me  t o  a 
g o v e r n m e n t  i n  w h i c h  t h e y  d i d  n o t  h a v e  t h e  r i g h t  t o  
p a r t i c i p a t e  t h r o u g h  t h e  power  o f  t h e  b a l l o t .  The 
l e g i s l a t u r e  a l s o  i s  a w a r e  o f  t h e  f a c t  t h a t  many o f  
t h e s e  p i o n e e r s  h a v e  b e e n  f o r c e d  t o  l i v e  o u t  t h e i r
r e t i r e m e n t  y e a r s  i n  a r e a s  f a r  away f r o m  t h e  l a n d
t h e y  l o v e d  and n u r t u r e d  and t h e r e b y  a l s o
s u f f e r i n g ,  i n  many c a s e s ,  t h e  l o s s  o f  f a m i l i a l
r e l a t i o n s h i p  w i t h  t h e i r  own k ' n ,  an e x p e r i e n c e
t h a t  i s  sad and f r u s t r a t i n g  t o  t h e m as w e l l  as 
d e p r i v i n g  new g e n e r a t i o n s  o f  A l a s k a n s  t h e  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  
" o p e f u l l y  w i l l  p r o v i d e  o u r  p i o n e e r s  w i t h  t h e  
e c o n o m i c  means t o  r e m a i n  i n  and c o n t i n u e  t o  s e r v e  
t h e i r  s t a t e  and t o  e n j o y  t h e  o p p o r t u n i t y  o f  3 i d i n g

^ C h a p t e r  6 4 , " SLA 1 9 1 5 .

^ C h a p t e r  2 0 5 ,  SLA 1 9 7 2 ;  AS. 4 7 . 4 5 . 0 1 0  e_t. s e q .

^SB 211, 7th Leg., 2nd Sess.
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Che new A l a s k a n  i n  m a k i n g  t h e  s t a t e  t r u l y  " T h e  
G r e a t  L a n d . "  §1,  Ch.  2 0 5 ,  SLA 1 9 7 2 .

T h e  ALB p r o g r a m ,  t h e n ,  has  s e v e r a l  p u r p o s e s :

1.  p r o v i d i n g  an i n c e n t i v e  f o r  a p a r t i c u l a r  c l a s s  o f  
s e n i o r  c i t i z e n s  t o  r e m a i n  i n  t h e  s t a t e ;

2 .  c o m p e n s a t i n g  f o r  t h e  h a r d s h i p s  f a c e d  by r e t i r e m e n t  
i n  A l a s k a ;

3.  r e w a r d i n g  t h e  p a s t  c o n t r i b u t i o n s  o f  A l a s k a ' s  
e l d e r l y ;

A.  c o m p e n s a t i n g  f o r  p a s t  h a r d s h i p s  s u f f e r e d  by 
A l a s k a ' s  p i o n e e r s ;  and

5.  r e t a i n i n g  t h e  wi s d o m  and e x p e r i e n c e  o f  A l a s k a ' s  
p i o n e e r s .

O r i g i n a l l y ,  t h e  b o n u s  was S100 p e r  m o n t h .  Ov e r  t h e

y e a r s ,  t h e  a mo u n t  has  g r a d u a l l y  i n c r e a s e d  t o  i t s  c u r r e n t  $ 2 5 0  

6 K
p e r  m o n t h .  A p e r s o n  i s  e l i g i b l e  f o r  a b o n u s  i f  he o r  s h e :

1.  i s  65 y e a r s  o f  age o r  o l d e r ;
2 .  was " d o m i c i l e d  i n  t h e  t e r r i t o r y "  on o r  b e f o r - 
J a n u a r y  3,  1 9 5 9 ;  and
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  i n  t h e  s t a t e  f o r  25 
y e a r s . 7

A d d i t i o n a l l y ,  i f  a p e r s o n  i s  a b s e n t  f r o m  t h e  s t a t e  f o r  

m o r e  t h a n  30 d a y s ,  he w i l l  n o t  r e c e i v e  a n o t h e r  b o n u s  u n t i l  he 

r e t u r n s .  AS A 7 . A 5 . 0 3 0 .  I f  t h e  p e r s o n  i s  a b s e n t  f o r  a 

c o n t i n u o u s  p e r i o d  i n  e x c e s s  o f  180  d a y s ,  he i s  i n e l i g i b l e  f o r  a 

b o n u s  f o r  t h e  n e x t  12 c a l e n d a r  m o n t h s  f o l l o w i n g  h i s  r e t u r n .  I d .

^ C h a p t e r  1 3 ,  SLA 1981 

7AS A 7 . A 5 . 0 1 0
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E x c e p t i o n s  a r e  made i f  t h e  a b s e n c e  " i s  b e y o n d  t h e  c o n t r o l  o f  t h e

r e c i p i e n t . "  I d .

T h e  l o n g e v i t y  b o n u s  i s  t a x a b l e  u n d e r  t h e  I n t e r n a l

R e v e n u e  C o d e .  H o w e v e r ,  i t  i s  a l m o s t  u n i v e r s a l l y  e x c l u d e d  i n

c a l c u l a t i n g  i n c o m e  e l i g i b i l i t y  f o r  s t a t e  and f e d e r a l  a s s i s t a n c e  

8
p r o g r a m s .

B . Th e  I n d i v i d u a l s  C o v e r e d  By The A l a s k a  L o n g e v i t y  

Bonus  P r o g r a m .

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

S 2 8 . 4  m i l l i o n  i n  l o n g e v i t y  b o n u s  p a y m e n t s .  S k e t c h i n g  an 

a c c u r a t e  p o r t r a i t  o f  t h e  s t a t e ' s  ALB r e c i p i e n t s  i s  d i f f i c u l t ,  

b e c a u s e  t h e  ALB a p p l i c a t i o n  f o r m  r e q u i r e s  l i t t l e  p e r s o n a l  

i n f o r m a t i o n .  I n  1 9 7 6 ,  t h e  A l a s k a  D e p a r t m e n t  o f  H e a l t h  and 

S o c i a l  S e r v i c e s  c o n d u c t e d  a r a n d o m  s u r v e y  o f  ALB r e c i p i e n t s , '  

a n d ,  i n  c o n j u n c t i o n  w i t h  t h e  V e s t

®Linder _42 U . S . C .  § 1 3 8 2 ( a )  ( b )  ( 2 )  ( B )  , w h i c h  g o v e r n s
e l i g i b i l i t y  f o r  f e d e r a l  S u p p l e m e n t a l  S e c u r i t y  I n c o m e ,  and by
r e f e r e n c e  a l s o  c o n t r o l s  o t h e r  f e d e r a l  p r o g r a m s  s u c h  as M e d i c a i d  
and e n e r g y  a s s i s t a n c e ,  t h e  f o l l o w i n g  i s  e x c l u d e d  f r o m  t h e  
d e f i n i t i o n  o f  i n c o m e :

" m o n t h l y  ( o r  o t h e r  p e r i o d i c )  p a y m e n t s  r e c e i v e d  by 
a n y  i n d i v i d u a l  u n d e r  a p r o g r a m  e s t a b l i s h e d  p r i o r  
t o  J u l y  1,  1 9 7 3 ,  i f  s u c h  p a y m e n t s  a r e  made by t h e
S t a t e  o f  w h i c h  t h e  i n d i v i d u a l  r e c e i v i n g  s u c h
p a y m e n t s  i s  a r e s i d e n t ,  and i f  e l i g i b i l i t y  o f  any  
i n d i v i d u a l  f o r  s u c h  p a y m e n t s  i s  n o t  b a s e d  on need 
and i s  b a s e d  s o l e l y  on a t t a i n m e n t  o f  age 65 and 
d u r a t i o n  o f  r e s i d e n c e  i s  s u c h  s t a t e  by s u c h  
i n d  i v i d u a l . "

^ " A l a s k a  L o n g e v i t y  B on u s  I m p a c t  S u r v e y , "  A l a s k a  
D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s  ( 1 9 7 6 )  
( h e r e i n a f t e r  "ALB S u r v e y )
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s e t t l e m e n t ,  t h e  D e p a r t m e n t  o f  Law c o n d u c t e d  a n o n - r a n d o m  s u r v e y

o f  some 1 , 8 9 6  p a r t i c i p a n t s .

From t h o s e  s u r v e y s ,  i t  i s  a p p a r e n t  t h a t  a l a r g e

p e r c e n t a g e  o f  ALB r e c i p i e n t s  a r e  A l a s k a  N a t i v e s  l i v i n g  i n  r u r a l

a r e a s  o f  t h e  s t a t e .  ^  M o r e o v e r ,  and i n  l a r g e  p a r t  b e c a u s e  o f

t h e  i n e l i g i b i l i t y  o f  many r u r a l  r e s i d e n t s  f o r  s o c i a l  s e c u r i t y ,

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

r u r a l  r e s i d e n t s .  F o r  e x a m p l e ,  41%> o f  t h e  e l d e r l y  i n  S o u t h w e s t

A l a s k a ,  and 66% i n  N o r t h w e s t  A l a s k a ,  r e l y  on t h e  l o n g e v i t y  b o n u s

as t h e i r  p r i m a r y  s o u r c e  o f  income.'*' ' *'

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

ALB r e c i p i e n t s  h a v e  i n c o m e s  o n l y  m a r g i n a l l y  a b o v e  t h e  c u r r e n t

s t a t e  w e l f a r e  a s s i s t a n c e  l e v e l  o f  $ 5 4 6  p e r  m o n t h .  Th e

D e p a r t m e n t  o f  L a w ' s  1 9 8 2  s u r v e y  - -  w h i c h  was skewed t o w a r d  t h e

m o r e  n e e d y  r e c i p i e n t s  o f  t h e  ALB - -  f o u n d  t h a t  8 1 . 4 %  o f  t h e

1 , 8 9 6  r e c i p i e n t s  s a m p l e d  had m o n t h l y  i n c o m e s  o f  $ 7 5 0  or  l e s s .

T h e  1 9 7 6  ALB s u r v e y  f o u n d  t h a t  h a l f  o f  t h e  ALB r e c i p i e n t s  h a d  a

m o n t h l y  i n c o m e ,  " i n c l u d i n g  t h a t  o f  t h e i r  s p o u s e , "  o f  u n d e r  $ 5 0 0  

, ' 2
p e r  m o n t h . " '  A n o t h e r

'■>■010 1 9 7 6 ,  41% o f  t h e  . ALB r e c i p i e n t s  l i v e d  i n  r u r a l  a r e a s  o f  
t h e  s t a t e  and 2 4 . 1 %  we r e  A l a s k a  N a t i v e s .  ALB S u r v e y  a t  1 4 - 1 5 .

1 1 " An A s s e s s m e n t  o f  t h e  S t a t u s  and Ne e d s  o f  A l a s k a ' s  
E l d e r l y , "  D e p a r t m e n t  o f  S o c i o l o g y ,  C o l l e g e  o f  A r t s  & S c i e n c e s ,  
U n i v e r s i t y  o f  A l a s k a  ( 1 9 8 1 )  ( h e r e i n a f t e r  " A s s e s s m e n t . " )

I ^ a LB S u r v e y ,  o d . c i t . n .  9 a t  1 8 - 1 9 .
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44%, had i n c o m e s  o f  l e s s  t h a n  $ 1 , 0 0 0  p e r  m o n t h .  A 1981

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

A l a s k a ' s  e l d e r l y  had m o n t h l y  i n c o m e s  o f  l e s s  t h a n  $ 8 0 0 . 0 0 .

T h e  19 7 6  ALB s u r v e y  s u g g e s t s  t h a t ,  i n  l i g h t  o f  t h e  h i g h  

p e r c e n t a g e  o f  b o n u s  r e c i p i e n t s  i n  t h e  6 5 - 7 0  age g r o u p ,  t h e  b o n u s  

h a s  had a m a t e r i a l  e f f e c t  i n  a l l o w i n g  o l d e r  c i t i z e n s  t o  r e m a i n  

i n  t h e  s t a t e  a f t e r  r e '  r e m e n t . * ^  T h e  r e p o r t  a l s o  i n d i c a t e s  

t h a t  t h e  ALB p r o g r a m  h a s  a l l o w e d  a s i g n i f i c a n t  p e r c e n t a g e  o f  t h e

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

i n c l u d i n g  f o o d  s t a m p s  and s t a t e  O l d  Age A s s i s t a n c e . ^

One s i g n i f i c a n t  c h a r a c t e r i s t i c  o f  A l a s k a ' s  e l d e r l y  i n  

g e n e r a l  w a r r a n t s  n o t e  —  one t h a t  w i l l  become q u i t e  s i g n i f i c a n t  

i n  o u r  a n a l y s i s  o f  a l t e r n a t i v e s .  O n l y  10% 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  t h e  s t a t e  f o r  10 y e a r s  o r  l e s s . ^

C . The E f f e c t s  o f  Z o b e l  And V e s t  On T h e  ALB P r o g r a m .

I n  r e v i e w i n g  t h e  1972 l e g i s l a t i o n  c r e a t i n g  t h e

L o n g e v i t y  B o n u s  P r o g r a m ,  t h e  D e p a r t m e n t  o f  Law c o n c l u d e d  t h a t  

" . . .  t h e  c l a s s i f i c a t i o n  p r e d i c a t e d  u p o n  b e i n g  d o m i c i l e d  i n  t h e

t e r r i t o r y  on o r  b e f o r e  J a n u a r y  3,  1 9 5 9 ,  b e a r s  l i t t l e ,  i f  a n y ,

r a t i o n a l  r e l a t i o n s h i p  t o  a n y  l e g i t i m a t e  l e g i s l a t i v e  p u r p o s e

w h i c h  t h i s  b i l l  i s  c o n c e i v a b l y  d e s i g n e d  t o  s e r v e  and t h u s  i s  i n

^ A s s e s s m e n t , o_p. c i  t . n .  11 a t  3 1 .

l ^ A L B  S u r v e y ,  o n .  c i  t . n .  9 a t  1 2 .

1 5 I d .  a t  10,  1 8 .

l ^ A s s e s s m e n t , o p .  c i t .  n .  11 a t  1 2 .
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a l l  p r o b a b i i i t y  u n c o n s t i t u t i o n a l . " ^

N o n e t h e l e s s ,  t h e  ALB p r o g r a m  r e m a i n e d  u n c h a l l e n g e d  

u n t i l  1 9 8 2 ,  f o l l o w i n g  t h e  U . S .  S u p r e m e  C o u r t ' s  d e c i s i o n  i n  Z o b e l  

v .  W i l l i a m s  ( h e r e a f t e r  " Z o b e l  I I I " )  .

T he l a w  i n  i s s u e  i n  Z o b e l  I I I  (AS A 3 . 2 3 . 0 1 0  e t .  s e q . )  

p r o v i d e d  f o r  t h e  d i s t r i b u t i o n  o f  a p e r m a n e n t  f u n d  d i v i d e n d  o f  

$ 5 0 . 0 0  f o r  e a c h  y e a r  o f  a c c u m u l a t e d  A l a s k a  r e s i d e n c y .  Th e  C o u r t  

r u l e d ,  8 - 1 ,  t h a t  t h e  c u m u l a t i v e  r e s i d e n c y  r e q u i r e m e n t  o f  t h e  

p r o g r a m  was n o t  r a t i o n a l l y  r e l a t e d  t o  t h e  g o a l s  o f  t h e  s t a t u t e  

- -  a r u l i n g  w h i c h  i s  d i s c u s s e d  i n  mo r e  d e t a i l  i n  s e c t i o n  1 1 ( A ) ,  

p o s t .

T h e  p e r m a n e n t  d i v i d e n d  f u n d  d i s t r i b u t i o n  p r o g r a m ,  i n

p a r t ,  was i n t e n d e d  t o ^ r e w a r d  A l a s k a n s  f o r  p r i o r  c o n t r i b u t i o n s  t o

t h e  s t a t e ,  a g o a l  w h i c h :  ( 1 )  t h r e e  j u s t i c e s  b e l i e v e d  was

19
c o n s t i t u t i o n a l l y  i m p e r m i s s i b l e ;  and ( 2 )  f i v e  j u s t i c e s

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

f u r t h e r e d  by a scheme

■ ^ Me mo r a n du m,  H a v e l o c k  t o  E g a n ,  Re :  FCCS HCS CSSB 213 a t  17
( J u n e  2 9 ,  1 9 7 2 ) .

1 8 i n  W i l l i a m s  v .  Z o b e l , 619 P . 2d A22 ( A l a s k a  1 9 8 0 )  ( " Z o b e l  
_ I " ) , t h e  A l a s k a  Su p r e me  C o u r t  i n v a l i d a t e d  t h e  s t a t e ' s  g r a d u a t e d
p e r s o n a l  i n c o m e  t a x  r e p e a l .  I n  W i l l i a m s  v .  Z o b e l , 619 P . 2d AA8 
( A l a s k a  1 9 8 0 )  ( " Z o b e l  I I " )  , t h e  c o u r t  u p h e l d  t h e  c u m u l a t i v e
r e s i d e n c y  r e q u i r e m e n t  o f  A l a s k a ' s  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  p l a n  - -  a r u l i n g  r e v e r s e d  by  t h e  U . S .  Sup r e me  C o u r t
i n  Z o b e l  I I I .

1 9 0 p i n  i o n  o f  t h e  C o u r t ,  72 L .  E d.  2nd a t  6 7 9 .
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2 0
w h i c h  a w a r d e d  d i v i d e n d s  s o l e l y  on t h e  b a s i s  o f  r e s i d e n c y .

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

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

f o r b o d i n g  l a n g u a g e  s u g g e s t i n g  t h a t  a n y  d u r a 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  may r e c e i v e  " i n t e n s i f i e d  s c r u t i n y "  by  t h e  C o u r t ,  and

O ■)
w i l l  be j u s t i f i e d  o n l y  i n  " r a r e "  c i r c u m s t a n c e s . - -

a s  i s  mo r e  f u l l y  d i s c u s s e d  i n  P a r t  1 1 ( A ) ,  p o s t , t h e  

i m p a c t  o f  t h e  Z o b e l  d e c i s i o n  upon  t h e  ALB p r o g r a m  was a p p a r e n t .

Two m a j o r  g o a l s  o f  t h e  e x i s t i n g  ALB p r o g r a m  a r e  t o  r e w a r d

e l d e r l y  A l a s k a n s  f o r  t h e i r  p r i o r  c o n t r i b u t i o n s ,  arid t o  

c o m p e n s a t e  f o r  p a s t  h a r d s h i p s  and s u f f e r i n g  - -  e n ds  w h i c h  a r e

i m p l e m e n t e d  Dy a d u r a 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  more s e v e r e  

t h a n  t h a t  a t  i s s u e  i n - ' Z o b e l . A c h a l l e n g e  t o  t h e  ALB p r o g r a m  was 

n o t  l o n g  i n  c o m i n g .  On J u l y  6 ,  1 9 8 2 ,  one R o d n e y  G. V e s t

n n
c h a l l e n g e d  t h e  ALB p r o g r a m  i n  S u p e r i o r  C o u r t  i n  J u n e a u .  Mr .  

V e s t  i s  an e l d e r l y  A l a s k a n  whos e r e s i d e n c y  i n  t h e  s t a t e  

commenced t h r e e  m o n t h s  a f t e r  s t a t e h o o d .  H i s  c o m p l a i n t  s o u g h t

d e c l a r a t o r y  and i n j u n c t i v e  r e l i e f  s t r i k i n g  t h e  d u r a t i o n a l  and

s t a t e h o o d  r e s i d e n c y  r e q u i r e m e n t s  o f  t h e  a c t .

T h e  S t a t e ' s  r e s p o n s e  was c o l o r e d  by §2 o f  t h e  

l e g i s l a t i o n ,  w h i c h  p r o v i d e d ,  i n t e r  a l i a , t h a t :

zuSee  B r e n n a n  c o n c . , 72 L .  E d . 2 n d  a t  6 8 4 :  O ' C o n n o r  c o n c . ,  72 
L .  E d .  2nd a t  6 8 5 .

2 l B r e n n a n  c o n c . ,  72 L .  E d.  2nd a t  6 8 1 ,  6 8 4 .

2 2 s e e  n. 2, a n t e .
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" i f  a n y  p r o v i s i o n  o f  t h i s  a c t ,  o r  t h e  a p p l i c a t i o n  
o f  a p r o v i s i o n  o f  t h i s  a c t  t o  a n y  p e r s o n  o r  
c i r c u m s t a n c e  i s  h e l d  i n v a l i d ,  t h i s  e n t i r e  a c t  
s h a l l  be c o n s i d e r e d  i n v a l i d . "

As t h e  D e p a r t m e n t  o f  Law e x p l a i n e d  i n  r e v i e w i n g  t h e

1 9 7 2  l a w :

" I t  i s  c l e a r  c h a t  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  
e x p r e s s e d  i n  S e c t i o n  2 o f  t h e  b i l l  i s  t o  f o r e s t a l l  
t h e  p o s s i b i l i t y  t h a t  a p a r t i a l  d e c l a r a t i o n  o f  
u n c o n s t i t u t i o n a l i t y  w o u l d  r e s u l t  i n  b r o a d e n i n g  t h e  
c o v e r a g e  o f  t h e  b i l l  t o  i n c l u d e d  a d d i t i o n a l  
c l a u s e s .  T h i s  w o u l d  be t h e  c a s e ,  f o r  e x a m p l e ,  i f  
e i t h e r  t h e  25 y e a r  w a i t i n g  p e r i o d  r e q u i r e m e n t  o r  
t h e  J a n u a r y  3,  1959 c u t o f f  d a t e  we r e  d e c l a r e d
i n v a l i d ,  and t h e  b i l l  was e x p r e s s l y  o r  i m p l i e d l y
s e v e r a b l e . " 2 3

T h u s ,  i n v a l i d a t i o n  o f  t h e  L o n g e v i t y  Bonus  P r o g r a m  w o u l d  

r e s u l t  n o t  i n  e x p a n d i n g  t h e  number  o f  ALB r e c i p i e n t s ,  b u t  r a t h e r  

i n  t h e  a b r u p t  t e r m i n a t i o n  o f  t h e  e n t i r e  p r o g r a m .

F a c  i n g  t h a t  g r  im p r o b a b i l i  t y , t h e  S t a t e ,  w i t h  t h e  

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

a g r e e m e n t  w i t h  V e s t ,  a c o p y  o f  w h i c h  i s  a t t a c h e d  as A p p e n d i x  A. 

T h e  e s s e n c e  o f  t h e  a g r e e m e n t  i s  as  f o l l o w s :

1.  P r o c e e d i n g s  i n  t h e  Ves t  c a s e  a r e  s t a y e d  
t h r o u g h  t h e  c o n c l u s i o n  o f  t h i s  l e g i s l a t i v e  
s e s s i o n .  B e c a u s e  t h a t  c a s e  h a s  b e e n  s u b s e q u e n t l y  
c e r t i f i e d  as a c l a s s  a c t i o n , 2 ^ e x i s t i n g  ALB 
r e c i p i e n t s  a r e  n o t  i n  j e o p a r d y  a t  l e a s t  t h r o u g h  
a d j o u r n m e n t  o f  t h i s  s e s s i o n ;

2.  T h e  A l a s k a  L e g i s l a t i v e  C o u n c i l  p r o m i s e d  t o  use 
i t s  " b e s t  e f f o r t s "  t o  s e c u r e  t h e  e n a c t m e n t  o f  
l e g i s l a t i o n  w h i c h  t r e a t e d  e q u a l l y  " a l l  p e r s o n s  65 
y e a r s  o r  o l d e r  as  o f  J u l y  1,  1 9 8 2 ,  who h a v e  b e e n  
bona f i d e  A l a s k a  r e s i d e n t s  f o r  a t  l e a s t  one y e a r  
p r i o r  t o  t h a t  d a t e " ;

Z J o n .  c i t .  n .  17 a t  5.

2^ O r d e r  C e r t i f y i n g  C l a s s  and D i r e c t i n g  N o t i c e  t o  C l a s s  
M e m b e r s ,  O c t .  1,  1 9 8 2 .
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3.  I f  l e g i s l a t i o n  o f  t h i s  s o r t  we r e  e n a c t e d  t h i s
s e s s i o n ,  t h e  s u i t  w o u l d  be d i s m i s s e d ;  and

A. R e c o g n i z i n g  t h a t  t h e  C o u n c i l  c o u l d  n o t  b i n d
t h e  l e g i s l a t u r e ,  i f  l e g i s l a t i o n  i s  n o t  e n a c t e d ,
M r .  V e s t  may p u r s u e  h i s  c a s e ,  w i t h  t h e  p r o b a b l e
r e s u l t  t h a t  t h e  p r o g r a m  w i l l  be t e r m i n a t e d .

T h e r e  a r e  t h r e e  a s p e c t s  o f  t h e  s e t t l e m e n t  w h i c h  w a r r a n t

n o t e .  F i r s t ,  o b v i o u s l y ,  a r e  . t h e  s e v e r e  t i m e  c o n s t r a i n t s  u n d e r
'X *

w h i c h  t h e  l e g i s l a t u r e  i s  o p e r a t i n g .  S e c o n d ,  t h e r e  i s  t h e  

s e t t l e m e n t ' s  i n t e n t i o n a l l y  b r o a d  l i t m u s  t e s t  o f  a c c e p t a b l e  

l e g i s l a t i o n .  A l l  t h e  l e g i s l a t u r e  n e e d  do i s  t r e a t  a i l  e l d e r l y ,  

o n e - y e a r  A l a s k a n  r e s i d e n t s  " e q u a l l y . "  T h e  s t a n d a r d  c o u l d  be me t  

by  a n y  number  o f  o p t i o n s ,  i n c l u d i n g  r e p e a l  o f  t h e  p r o g r a m .  

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

s e t t l e m e n t  i t s e l f .  Ln o r d e r  t o  t r e a t  a l l  e l d e r l y  A l a s k a n s  who 

w e r e  o n e - y e a r  r e s i d e n t s  as o f  J u l y  1,  1982 e q u a l l y ,  i t  w i l l  be

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

e x i s t i n g  p r o g r a m  t o  t h e  some 3 , 8 0 0  e l d e r l y  A l a s k a n s  who w o u l d

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

a p p r o x i m a t e l y  $ 1 1 . A m i l l i o n .

Of c o u r s e ,  t h e  l e g i s l a t u r e  i t s e l f  i s  n o t  " b o u n d "  t o

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

a p p r o p r i a t i o n  a t  a l l .  W h i l e  a " b e s t  e f f o r t s "  c l a u s e  i s

e n f o r c e a b l e ,  t h a t  o b l i g a t i o n  r u n s  o n l y  t o  t h e  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 h i c h  h a s  a l r e a d y  d e m o n s t r a t e d  b o t h  good f a i t h  and

d i l i g e n c e  i n  a t t e m p t i n g  t o  m e e t  t h e  o b l i g a t i o n s  o f  t h e  o r d e r  and 

s e t t l e m e n t .



D . Scope And I n t e n t  Of  T h i s  R e p o r t .

T h e  p u r p o s e  o f  t h i s  r e p o r t  i s  n o t  t o  recommend 

p a r t i c u l a r  a m e n d m e n t s  t o  t h e  A l a s k a  L o n g e v i t y  B on u s  P r o g r a m .  As 

S e c t i o n  I I ,  p o s t  makes p l a i n ,  any  " r e c o m m e n d a t i o n "  i s  a f u n c t i o n  

o f  t h e  g o a l s  w h i c h  t h e  l e g i s l a t u r e  s e e k s  t o  a c h i e v e  t h r o u g h  t h i s  

e x e r c  i s e .

R a t h e r ,  t h e  g o a l  o f  t h i s  r e p o r t  i s  t o  a s s e m b l e  a 

c o m p r e h e n s i v e  l i s t  o f  a l t e r n a t i v e s  p r o p o s e d  by v a r i o u s  

i n t e r e s t e d  p a r t i e s ,  and t o  a n a l y z e  t h e  a l t e r n a t i v e s  i n  l i g h t  o f :

1 .  c o n ' t i t u t i o n a l  c o n s t r a i n t s :

2 .  f i s c a l  i m p a c t s ;

3.  p r a c t i c a b i l i t y ;  and

A. t h e  e f f e c t  o f  a n y  c h a n g e s  on 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  p r o g r a m s . ^

I n  d e v e l o p i n g  a l i s t  o f  a l t e r n a t i v e s ,  t h i s  r e p o r t  has  

i n c l u d e d  f i v e  o p t i o n s  e x a m i n e d  by t h e  S h e f f i e l d  A d m i n i s t r a t i o n ,  

and f i v e  a l t e r n a t i v e s  d e v e l o p e d  by t h e  a u t h o r s  o f  t h i s  r e p o r t .  

T h e  i n f o r m a t i o n  p r e s e n t e d  w i t h  r e s p e c t  t o  e a c h  o p t i o n  i s  

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

f e a s i b i l i t y .  T he r e p o r t  a t t e m p t s  t o  a n t i c i p a t e  t h e  m a j o r  

p r o b l e m s  and i s s u e s  s u r r o u n d i n g  e a c h  o p t i o n ;  h o w e v e r ,  i t  i s  n o t  

i n t e n d e d  t o  e x h a u s t  t h e  d e t a i l s  o f  e v e r y  p r o p o s a l .

R a t h e r ,  t h e  r e p o r t  - s h o u l d  be us ed as a b a s i s  f o r  t h e  

S e n a t e  J u d i c i a r y  C o m m i t t e e ' s  p r e l i m i n a r y  i n d i c a t i o n  o f

2^See Section II.(C) post.
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p r e f e r e n c e .  We a r e  r e c o m m e n d i n g  C ha t  t h e  c o m m i t t e e  c h o o s e  two 

o r  t h r e e  p r i m a r y  o p t - i o n s .  We w i l l  t h e n  p r e p a r e  i m p l e m e n t i n g  

l e g i s l a t i o n  and a d e t a i l e d  a n a l y s i s  o f  t h e  p r i m a r y  o p t i o n s .  

U n d e r  t h i s  a p p r o a c h ,  t h e  c o m m i t t e e  w i l l  n o t  be r e q u i r e d ,  a t  t h i s  

e a r l y  p o i n t ,  t o  make an " a l l  o r  n o t h i n g "  c h o i c e .  I t  w i l l  a l s o  

a f f o r d  t h e  c o m m i t t e e  f l e x i b i l i t y  i n  t h e  e v e n t  t h a t ,  f o r  some 

p r e s e n t l y  u n f o r e s e e a b l e  r e a s o n ,  one o p t i o n  be c o me s  i m p r a c t i c a b l e .

D r a f t  i m p l e m e n t i n g  l e g i s l a t i o n  and a d e t a i l e d  a n a l y s i s  

o f  t h e  c o m m i t t e e ' s  c h o i c e s  can be t r a n s m i t t e d  w i t h i n  two t o  

t h r e e  w e e k s ,  d e p e n d i n g  on t h e  o p t i o n s  c h o s e n .

E . A l t e r n a t i v e s  I n c l u d e d  I n  T h i s  R e p o r t .

T h e  o p t i o n s  i n c l u d e d  i n  t h i s  r e p o r t ,  w h i c h  a r e  a n a l y z e d  

i n  t u r n  i n  S e c t i o n  111-s a r e :

1.  e x p a n d  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  t o  
i n c l u d e  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 ;

2.  p h a s e  o u t  t h e  A l a s k a  L o n g e v i t y  B on u s  P r o g r a m  by
g r a d u a l l y  r e d u c i n g  b e n e f i t s ;

3 .  p h a s e  o u t  t h e  A l a s k a  L o n g e v i t y  Bonus P r o g r a m  by
g r a d u a l l y  r e d u c i n g  b e n e f i t s ,  w h i l e  c o n t e m p o r a n e o u s l y  
r a i s i n g  t h e  e l i g i b i l i t y  l i m i t s  f o r  g e n e r a l  s t a t e  
a s s  i s t a n c e ;

4 .  p r o v i d i n g  a m i n i m a l  b a s e  p a y m e n t  u n d e r  t h e  A l a s k a  
L o n g e v i t y  Bonus P r o g r a m  c a s e d  s o l e l y  on o n e - y e a r ' s  
r e s i d e n c y ,  w i t h  s u p p l e m e n t a l  p a y m e n t s  made on t h e  b a s i s  
o f  n e e d ;

5.  p h a s e  o u t  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  by
i n c r e a s i n g  t h e  age e l i g i b i l i t y  e a c h  y e a r ;

6.  c r e a t e  an a n n u i t y  p l a n ,  w i t h  t h e  a n n u i t y  c o r p u s
c o n s i s t i n g  o f  p e r m a n e n t  f u n d  d i s t r i b u t i o n s .  T h i s  
o p t i o n  w o u l d  n e c e s s i t a t e  a t r a n s i t i o n  p r o g r a m  f o r  t h o s e  
p e r s o n s  4 0  y e a r s  and o l d e r ;
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7 .  f u n d  che A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  t h r o u g h  a 
" p a y  as y o u  g o "  s o c i a l  s e c u r i t y  s y s t e m ,  f u n d e d  by 
a p p r o x i m a t e l y  25% o f  t h e  e x i s t i n g  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 ;

8.  r e p l a c i n g  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  w i t h  a 
c o m p r e h e n s i v e  h e a l t h  i n s u r a n c e  p r o g r a m  f o r  e l d e r l y  
A l a s k a n s ;

9.  c o n d i t i o n  e l i g i b i l i t y  f o r  a l o n g e v i t y  b o n u s  u p o n  a 
d e m o n s t r a t i o n  o f  h a r d s h i p  w h i c h  w o u l d  be  s u f f e r e d  by 
b e i n g  u n a b l e  t o  c o n t i n u e  A l a s k a  r e s i d e n c y ;  and

1 0 .  o p e n  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r - '  t o  a l l  
o n e - y e a r  r e s i d e n t s ,  and t e r m i n a t e  t h e  p r o g r a m  g i v i n g  
FY 1 9 8 4  r e c i p i e n t s  a g r a n d f a t h e r  r i g h t  t o  c o n t i n u e d  
b o n u s e s .

1 1.  CONSTRAINTS ON THE CHOICE OF OPTIONS

T h e r e  a r e  f o u r  b a s i c  c o n s i d e r a t i o n s  i n  c h o o s i n g  a 

p a c k a g e  o f  a me n d m e n t s  t o  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m .

T h e  p u r p o s e  o f  t h i s  - s e c t i o n  i s  t o  p r o v i d e  an o v e r v i e w  o f  t h e  

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

c o m m i t t e e ' s  d e c i s i o n .

A . C o n s t i t u t i o n a l  C o n s t r a i n t s .

T h e  o b v i o u s  and p r i m a r y  c o n s t r a i n t  on a n y  s e t  o f  

a me n dme n t s  t o  che A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  l i e s  i n  t h e  

e q u a l  p r o t e c t i o n  c l a u s e s  o f  t h e  U n i t e d  S t a t e s  (Amendment-  1 4 )  and 

A l a s k a  ( A r t .  1,  §1)  c o n s t i t u t  I o n s . T h e  e x i s t i n g  A l a s k a

L o n g e v i t y  B o n u s  P r o g r a m  d i s c r i m i n a t e s  b e t w e e n  ’ A l a s k a  r e s i d e n t s  

b a s e d  on t h e i r  d u r a t i o n  o f  r e s i d e n c y ;  m o r e o v e r ,  a l l  o f  t h e  

a l t e r n a t i v e s  c o n s i d e r e d  by t h i s  r e p o r t  i n v o l v e  some d u r a 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 .
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U n d e r  b o t h  t h e  f e d e r a l  and A l a s k a  c o n s t i t u t i o n s ,  a 

d u r a 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  w h i c h  c o n d i t i o n s  o r  d e n i e s  

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

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

c o m p e l l i n g  s t a t e  i n t e r e s t .  Z o b e l  1 1 , 619  P . 2d a t  4 4 8 ;  M e m o r i a l

H o s p i t a l  v .  M a r i c o p a  C o u n t y , 415  U . S .  2 5 0 ,  259 ( 1 9 7 4 ) .

" F u n d a m e n t a l  r i g h t s "  i n v o l v e  s u c h  t h i n g s  as v o t i n g ,  w h i l e

o 9
" b a s i c  n e c e s s i t i e s  o f  l i f e "  i n c l u d e  b a s i c  m e d i c a l  c a r e  aud 

w e l f a r e . 2 ^

Th e  so c a l l e d  " r i g h t  t o  t r a v e l "  - -  w h i c h  a n y  d u r a 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  a r g u a b l e  a f f e c t s  - -  i s  n o t  a f u n d a m e n t a l  

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

t e s t .  Z o b e l  I I , 619 P-*2d a t  4 2 5 - 4 2 6 ,  Z o b e l  I I I , 72 L . Ed.. 2nd a t  

6 7 7 - 6 7 8 . 29

We a r e  c o n f i d e n t ,  i n  c o n c l u d i n g  t h a t  l o n g e v i t y  b o n u s  i s  

n o t  a " b a s i c  n e c e s s i t y  o f  l i f e . "  Th e  p r o g r a m  i s  n o t  w e l f a r e  - -  

i t  i s  n o t  b a s e d  on n e e d .  B a s i c  i n d i g e n t  a s s i s t a n c e  - -  i n c l u d i n g  

b o t h  i n c o m e  s u p p l e m e n t s  and M e d i c a i d  - -  a r e  a v a i l a b l e  t o  t h e

26 Dunn v .  B l u m s t e i n ,  4 0 5  U . S .  330  ( 1 9 7 2 ) .

2 7 M e m o r i a l  H o s p i t a l  v .  M a r i c o p a  C o u n t y ,  4 1 5  U . S .  4 5 3  ( 1 9 7 4 ) .

2 8 s h a p i r o  v .  T h o m p s o n ,  394 U . S .  618 ( 1 9 6 9 ) .

2 ^ 0 n e  o f  t h e  o d d i t i e s  o f  J u s t i c e  B r e n n a n ' s  c o n c u r r e n c e  i n
Z o b e l  I I I  was h i s  v i e w  t h a t  t h e  " r i g h t  t o  t r a v e l "  i s  a
" f  j n d a m e n t a l "  r i g h t  ( i d .  a t  6 8 2 )  - -  a l t h o u g h  i m p a i r m e n t  o f  t h a t
r i g h t  by  a d u r a 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  s h o u l d  be t e s t e d  u n d e r  
t h e  d e f e r e n t i a l  " r a t i o n a l l y  r e l a t e d "  s t a n d a r d  ( s e e  t e x t ,  p o s t )  o r  
a t  w o r s t  " i n t e n s i f i e d  . . .  s c r u t i n y . "  _Id_. a t  6 8 1 .
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n e e d y  i n  t h i s  s t a t e .  T h e  l o n g e v i t y  b o n u s  p r o g r a m  seems mor e 

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

C o u r t  h e l d  i n  Z o b e l  I I  was n o t  a " b a s i c  n e c e s s i t y  o f  l i f e . "  619 

P . 2d a t  4 4 5 .  As t h e  C o u r t  o f  A p p e a l s  f o r  t h e  N i n t h  C i r c u i t  has  

o b s e r v e d :

" D e p r i v a t i o n s  w h i c h  a r e  o n l y  u n c o m f o r t a b l e  a r e  n o t  
e n o u g . . ,  s u c h  as c o n d i t i o n i n g  l o w e r  t u i t i o n  a t  
s t a t e  i n s t i t u t i o n s  o f  h i g h e r  e d u c a t i o n  upon a 
o n e - y e a r  r e s i d e n c y  r e q u i r e m e n t . "  F i s h e r  v .  
R e i s e r , 610 F . 2 d  6 2 9 ,  639 n .  5 ( 1 9  /9)",  c e r t .
d e n i e d  447 US 9 3 0 .

U n d e r  t h e  f e d e r a l  c o n s t i t u t i o n ,  t h e n ,  a n y  d u r a 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  i m p o s e d  by ame n dmen t s  t o  t h e  ALB p r o g r a m  

n e e d  o n l y  be " r a t i o n a l l y  r e l a t e d "  t o  a l e g i t i m a t e  g o v e r n m e n t a l  

p u r p o s e . Z o b e l  I I I , >2 L . E d .  2nd a t  6 7 8 .  As t h i s  s e c t i o n  w i l l  

d i s c u s s ,  h o w e v e r ,  t h a t  s t a n d a r d  i s  o c c a s i o n a l l y  mo r e  d e f e r e n t i a l  

i n  i t s  t e r m s  t h a n  i n  i t s  a p p l i c a t i o n .

C o n v e r s e l y ,  u n d e r  t h e  A l a s k a  C o n s t i t u t i o n ,  a d u r a 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  w i l l  w i t h s t a n d  s c r u t i n y  o n l y  i f  i t  i s

" f a i r l y  and s u b s t a n t i a l l y  r e l a t e d "  t o  a l e g i t i m a t e  g o v e r n m e n t a l  

p u r p o s e .  Z o b e l  I , 619 P . 2d a t  4 2 7 .  The mor e t h e  b a l a n c e  t i p s

i n  f a v o r  o f  t h e  i n d i v i d u a l ,  t h e  more n e c e s s a r y  t h e

d i s c r i m i n a t i o n  m u s t  be i n  o r d e r  t o  f u r t h e r  t h e  l a w ' s  p u r p o s e .  I d .

F r o m t h e s e  s t a n d a r d s ,  t h e  f o l l o w i n g  g r o u n c  r u l e s  c a n  be 

e x t r a c t e d  f r o m  a p p l i c a b l e  c a s e  l a w :

30

3C>See M e m o r i a l  H o s p i t a l  v .  M a r i c o p a  C o u n t y , 4 1 5  U . S .  a t  261
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1 .  U n q u e s t i o n a b l y ,  t h e  " l e n g t h  o f  r e s i d e n c e  may be 

u s e d  t o  t e s t  t h e  b o n a  f i d e s  o f  c i t i z e n s h i p . "  Z o b e l  I I I , 72 

L . E d .  2d a t  684 ( B r e n n a n  c o n c . ) .  I n  o t h e r  w o r d s ,  t h e  s t a t e  may,  

by a d u r a 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 ,  "make v i r t u a l l y  c e r t a i n  

( t h a t  t h e  r e c i p i e n t s  o f  t h e  p r o g r a m  a r e )  bona f i d e  r e s i d e n t s  o f  

t h e  s t a t e  . . . "  V l a n d i s  v .  K l i n e , 4 1 2  U . S .  4 4 1 ,  4 5 3 - 4 5 4  ( 1 9 7 3 ) .

As a g e n e r a l  r u l e ,  a t t o r n e y s  h a v e  a s s u me d  t h a t  i n  c a s e s  

n o t  i n v o l v i n g  t h e  " c o m p e l l i n g  s t a t e  i n t e r e s t "  s t a n d a r d ,  a 

o n e - y e a r  d u r a 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  i s  p e r m i s s i b l e  as a 

p r e s u m p t i o n  o f  d o m i c i l i a r y .  S e e , S t a r n s  v .  M a l k e r s o n , F .  S u p p .  

3 2 6 ,  234 ( M i n n .  1 9 7 0 ) ,  a f  f  d . mem. 401 U . S .  985 ( 1 9 7 1 ) .

M o r e o v e r ,  t h e  S t a t e  o f  A l a s k a  h a s  t a k e n  t h e  p o s i t i o n  t h a t ,  i n  

c a s e s  i n v o l v i n g  e i t h e r  p a r t i c u l a r l y  a t t r a c t i v e  b e n e f i t s ,  or  

p a r t i c u l a r l y  t r a n s i e n t  p o p u l a t i o n s ,  a d u r a 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  i n  e x c e s s  o f  one y e a r  i s  c o n s t i t u t i o n a l l y  

p e r m i s s i b l e .  See M o t i o n  F o r  Summary J u d g m e n t ,  S e p t e m b e r  8,  

1 9 8 2 ,  A n d r e s s  v .  B a x t e r , e t  a l . ,  No.  A 8 2 - 3 0 7  C i v i l ,  U . S .  

D i s t r i c t  C o u r t ,  ( D .  A l a s k a  1 9 8 2 ) .

F o r  t h e  p u r p o s e s  o f  t h e  L o n g e v i t y  Bonus  P r o g r a m ,  t h e r e  

a r e  t h r e e  r e a s o n s  why i t  makes l i t t l e  s e n s e  t o  a t t e m p t  a 

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

d o m i c i l a r y .  F i r s t ,  t h e  a t t e m p t  w o u l d  l a c k  s u b s t a n t i a l



p r e c e d e n t i a l  s u p p o r t .  S e c o n d ,  i t  w o u l d  be c o n t r a r y  t o  t h e  

A u g u s t  9,  19 8 2  s e t t l e m e n t  i n  t h e  Ves  t  c a s e .  F i n a l l y ,  and as

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

b e g i n  t o  e x c l u d e  s i g n i f i c a n t  n u m b e r s  o f  e l d e r l y  A l a s k a n s  u n l e s s  

i t  was i n  e x c e s s  o f  10 y e a r s .

2.  D u r a 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 s  may be

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

a l t h o u g h  a t  l e a s t  f o u r  j u s t i c e s  o f  t h e  U n i t e d  S t a t e s  Su p r e me  

C o u r t  b e l i e v e  t h a t  t h o s e  s i t u a t i o n s  a r e  " r a r e . "  Z o b e l  I I I , 72 

L . E d .  2nd a t  6 8 4 .

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

p r i o r  c o n t r i b u t i o n s  t o  t h e  s t a t e .  To a m a j o r i t y  o f  t h e  c o u r t ,  

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

b l u n t l y  made by J u s t i c e  O ' C o n n o r  i n  h e r  c o n c u r r e n c e :

"A m u l t i t u d e  o f  n a t i v e  A l a s k a n s  - -  i n c l u d i n g
c h i l d r e n  and p a u p e r s  - -  may h a v e  f a i l e d  t o  
c o n t r i b u t e  t o  t h e  s t a t e  i n  t h e  p a s t .  Y e t  t h e
s t a t e  d o e s  n o t  d o ck  p a u p e r s  f o r  t h e i r  p r i o r  
f a i l u r e s  t o  c o n t r i b u t e ,  and i t  a w a r d s  e v e r y  p e r s o n  
o v e r  t h e  age o f  18 d i v i d e n d s  e q u a l  t o  t h e  n u mbe r  
o f  v e a r s  t h a t  p e r s o n  h a s  l i v e d  i n  t h e  s t a t e . "  72 
L . E d . 2d a t  6 8 9 .

T h e  f l i p  s i d e  o f  r e w a r d i n g  a p e r s o n  f o r  p r i o r  

c o n t r i b u t i o n s  i s  c o m p e n s a t i n g  a p e r s o n  f o r  p r i o r  h a r d s h i p s .  

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

31()ne " r a r e "  e x a m p l e  c i t e d  by t h e  f o u r  c o n c u r r i n g  j u s t i c e s  
was q u a l i f i c a t i o n  o f  p u b l i c  o f f i c e .  I d .
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e x i s t i n g  ALB p r o g r a m .  I f  i t  i s  i r r a t i o n a l  t o  assume t h a t  a l l
A .

l o n g  t i m e  r e s i d e n t s  " c o n t r i b u t e d "  t o  t h e  s t a t e ,  i t  may be 

e q u a l l y  i r r a t i o n a l  t o  assume t h a t  a l l  l o n g  t i m e  r e s i d e n t s

s u f f e r e d  s u b s t a n t i a l  p a s t  h a r d s h i p .

T h e r e  i s  one u n i v e r s a l  h a r d s h i p  w h i c h  e q u a t e s  w i t h  

t e r r i t o r i a l  r e s i d e n c y  - -  t h e  l a c k  o f  f r a n c h i s e .  I t  i s
#*

c o n c e i v a b l e  t h a t  a L o n g e v i t y  B o n u s  P r o g r a m  i n t e n d e d  t o  

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

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

o n l y  j u s t i f y  t h e  J a n u a r y  3,  1959 r e s i d e n c y  r e q u i r e m e n t  - -  n o t

t h e  2 5 - y e a r  c o n t i n u o u s  r e s i d e n c y  p r o v i s i o n  o f  t h e  a c t .

A much c l o s e r  q u e s t i o n  i s  p o s e d  by t h e  p r o g r a m ' s  g o a l  

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

s u f f e r  p a r t i c u l a r l y  s e v e r e  h a r d s h i p  i f  t h e y  we r e  f i n a n c i a l l y

r e q u i r e d  t o  r e l o c a t e .  J u s t i c e s  D i mo n d  and M a t t h e w s  o f  t h e  

A l a s k a  S up r e me  C o u r t  b e l i e v e  t h i s  may be a c o n s t i t u t i o n a l l y  

p e r m i s s i b l e  g o a l  s u b s t a n t i a l l y  f u r t h e r e d  by a d u r a 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 :

. . .  a s t a t e  L o n g e v i t y  Bonus  . . .  r e a u i r e ( s )  
l e n g t h y  r e s i d e n c y .  B o t h  t h o s e  p r o g r a m s ,  h o w e v e r ,  
a r e  a p p a r e n t l y  d e s i g n e d  t o  h e l p  t h o s e  i n d i v i d u a l s
who w o u l d  l i k e  t o  r e t i r e  i n  t h e  s t a t e  b u t  c a n n o t
a f f o r d  t o  do so b e c a u s e  o f  t h e  h i g h  c o s t  o f
l i v i n g .  Th e  s t a t e  m i g h t  w e l l  w a n t  t o  l i m i t  t h e
b e n e f i t s  t o  t u o s e  t h a t  w o u l d  s u f f e r  t h e  m o s t
h a r d s h i p  by b e i n g  f o r c e d  t o  l e a v e ,  and i t  seems 
r e a s o n a b l e  t o  s u p p o s e  t h a t  a l o n g  p e r i o d  o f
r e s i d e n c y  w o u l d  be some i n d i c i a  o f  c l o s e  t i e s  t o
A l a s k a  and t h e  d i s r u p t i o n  t h a t  l e a v i n g  m i g h t  
c a u s e . "  Z o b e l  1 1 , 619 F . 2 d  a t  469  n .  13 ( D i m o n d
d i s s e n t i n g ) .
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P i o n e e r s '  Home may be c o n s t i t u t i o n a l l y  d e f e n s i b l e  as a

32
r e a s o n a b l e  means o f  a c c o m p l i s h i n g  p r e c i s e l y  t h i s  g o a l .  

I n d e e d ,  one o p t i o n  c o n s i d e r e d  i n  t h i s  r e p o r t  w o u l d  award

l o n g e v i t y  b o n u s e s  on t h e  b a s i s  o f  h a r d s h i p  c a u s e d  by  r e l o c a t i o n  

w h i c h  i n  t u r n  w o u l d  be m e a s u r e d  _in p a r t  by  l e n g t h  o f  

r e s i d e n c e .  By m a k i n g  l e n g t h  o f  r e s i d e n c y  " s o me  i n d i c i a "  ( 6 1 9  

P . 2d a t  4 6 9 )  o f  t h e  h a r d s h i p  o f  r e l o c a t i o n ,  t h e  o p t i o n  w o u l d

a v o i d  t h e  i n d i c t m e n t  o f  o v e r b r e a d t h  w h i c h  was f a t a l  t o  t h e  

p e r m a n e n t  d i v i d e n d  f u n d  d i s t r i b u t i o n  p r o g r a m  i n  Z o b e l  I I I .

F i n a l l y ,  as t o  t h e  ALB p L u g r a m ' s  g o a l  o f  p r o v i d i n g  an 

i n c e n t i v e  f o r  a s p e c i f i c  s u b c l a s s  o f  A l a s k a ' s  e l d e r l y  t o  r e m a i n

i n  t h e  s t a t e ,  t h e  c o u r t s  i n  a l l  l i k e l i h o o d  w o u l d  v i e w  t h a t

p u r p o s e  as m e r e l y  d i s c r i m i n a t i o n  f o r  i t s  own s a k e .  See Z o b e l  

I I I , 72 L . E d .  2nd a t  6 7 8 - 6 7 9 .  P r e s u m i n g  t h a t  o n l y  l o n g - t i m e  

r e s i d e n t s  h a v e  t h e  r e q u i s i t e  " w i s d o m  and e x p e r i e n c e "  t o  w a r r a n t  

s u b s i d i z a t i o n  i s  h a r d l y  l i k e l y  t o  i m p r e s s  t h e  U . S .  S u p r e m e  C o u r t .

B . V a r y i n g  G o a l s  o f  S e v e r a l  L o n g e v i t y  B on u s  O p t i o n s .

T h e r e  i s  a s u b s t a n t i a l  d i f f e r e n c e  o f  o p i n i o n  as  t o  wh a t  

an amended ALB p r o g r a m  s h o u l d  a c c o m p l i s h .  As n o t e d  p r e v i o u s l y ,  

t h e  l e g i s l a t u r e  may w i s h  t o  r e t a i n  o n e  o f  t h e  m a j o r  g o a l s  o f  t h e  

e x i s t i n g  p r o g r a m  - -  a l l o w i n g  t h o s e  e l d e r l y  w i t h  t h e  c l o s e s t  t i e s  

t o  A l a s k a  t o  c o n t i n u e  t o  l i v e  h e r e .

The Department of Law, in fact, has concluded that the

3 2 1 9 8 2  Op.  A t t y .  Ge n .   ( N o v e m b e r  2 6 ,  1 9 8 2 )  a t  2 5 .

- 2 0 -



A l t e r n a t i v e l y ,  t h e  f i s c a l  c o n s e q u e n c e s  o f  t h e  v a r i o u s  

a l t e r n a t i v e s  may be t h e  p r i m a r y  c o n s i d e r a t i o n .  As p r e v i o u s l y  

d i s c u s s e d ,  i f  l e g i s l a t i o n  i n  c o n f o r m i t y  w i t h  t h e  V e s t  s e t t l e m e n t  

i s  e n a c t e d ,  an a d d i t i o n a l  $11  m i l l i o n  m u s t  be a p p r o p r i a t e d  as 

r e t r o a c t i v e  b o n u s  p a y m e n t s  t o  J u l y  1,  1 9 8 2 .  S e v e r a l  o f  t h e

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

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

p r i m a r i l y  d i r e c t e d  a t  t h i s  e n d .

T h e  p r i m a r y  g o a l  o f  t h e  l e g i s l a t i o n  may a l s o  be t o  

p r o t e c t  t h o s e  c u r r e n t l y  m o s t  d e p e n d e n t  u p o n  t h e  b o n u s .  The 

c u r r e n t  O l d  Age A s s i s t a n c e  i n c o m e  l e v e l  i s  $ 3 4 6 . 0 0  p e r  m o n t h  and 

t h e r e  a r e  a p p r o x i m a t e l y  2 , 3 0 0  e l d e r l y  A l a s k a n s  r e c e i v i n g  s t a t e  

a s s i s t a n c e .  S i n c e  th,e l o n g e v i t y  b o n u s  i s  n o t  i n c l u d e d  i n  t h e  

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

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

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

e l d e r l y  A l a s k a n s .  M o r e o v e r ,  as n o t e d  i n  S e c t i o n  1 ( B ) ,  a n t e , 

t h e r e  a r e  a l a r g e  n u mbe r  o f  e l d e r l y  A l a s k a n s  who a r e  c u r r e n t l y  

o n l y  m a r g i n a l l y  a b o v e  t h e  e x i s t i n g  s t a t e  p o v e r t y  l e v e l .

T h e r e  a r e  t wo  o p t i o n s  p a r t i c u l a r l y  s e n s i t i v e  t o  t h i s  

g o a l  - -  t h e  p h a s e  o u t  o f  t h e  ALB p r o g r a m  i n  c o n j u n c t i o n  w i t h  a 

c o r r e l a t i v e  r i s e  i n  s t a t e  a s s i s t a n c e  l e v e l s ,  and t h e  o p t i o n  o f  

c o m p e n s a t i n g  t h o s e  who w o u l d  s u f f e r  t h e  m o s t  h a r d s h i p  by 

r e l o c a t i o n .



W i t h  r e s p e c t  t o  t h i s  g o a l ,  h o w e v e r ,  i t  s h o u l d  be 

s t r e s s e d  t h a t  t h e  e x i s t i n g  ALB p r o g r a m  h a s  b e e n  p u r p o s e f u l l y  

s t u r c t u r e d  so as t o  n o t  be a " w e l f a r e  p r o g r a m . "  P r e c i s e l y  f o r  

t h a t  r e a s o n ,  t h e  p r o g r a m  i s  a d m i n i s t e r e d  by  t h e  D e p a r t m e n t  o f  

A d m i n i s t r a t i o n ,  r a t h e r  t h a n  t h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  

S e r v i c e s ,  and a n y  c o n v e r s i o n  t o  a " n e e d - b a s e d "  p r o g r a m  w i l l  

u n d o u b t e d l y  c f f e n d  t h e  d i g n i t y  o f  many e l d e r l y  A l a s k a n s .

F i n a l l y ,  t h e r e  i s  t h e  p o s s i b l e  g o a l  o f  p r o v i d i n g  a l o n g  

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

i n c r e a s i n g  c o m m i t m e n t s .  T he a n n u i t y  and s t a t e  s o c i a l  s e c u r i t y  

o p t i o n s  a r e  p r i m a r i l y  d i r e c t e d  a t  t h i s  g o a l .

C . C o n s e q u e n t i a l  E f f e c t s  o f  Anv Amendment  To The

L o n g e v i t y  B o n u s  P r o g r a m .

Any c h a n g e  t o  t h e  L o n g e v i t y  Bonus  P r o g r a m  may h a v e  two 

c o n s e q u e n c e s  w h i c h  m u s t  be c o n s i d e r e d :  ( 1 )  t h e  c o n t i n u e d

e l i g i b i l i t y  o f  ALB r e c i p i e n t s  f o r  o t h e '  s t a t e  o r  f e d e r a l  

a s s i s t a n c e  p r o g r a m s ;  and ( 2 )  t a x  c o n s e q u e n c e s  on p a r t i c i p a n t s .

As n o t e d  i n  S e c t i o n  1 ( A ) ,  a n t e , u n d e r  f e d e r a l  l a w  t h e

ALB i s  e x c l u d e d  f r o m  t h e  d e f i n i t i o n  o f  " i n c o m e "  f o r  many f e d e r a l

7 3
a s s i s t a n c e  p u r p o s e s .  As l o n g  as a n y  a me n d m e n t s  t o  t h e  ALB 

p r o g r a m  c o n t i n u e  t o  b a s e  e l i g i b i l i t y  " s o l e l y  on a t t a i n m e n t  o f  

a g e  65 and d u r a t i o n  o f  r e s i d e n c y , "  and r e m a i n  s u f f i c i e n t l y  

s i m i l a r  t o  t h e  e x i s t i n g  p r o g r a m  so as t o  be f a i r l y  c a l l e d  " a  

p r o g r a m  e s t a b l i s h e d  p r i o r  t o  J u l y  1,  1 3 7 3 , "  t h e  e x e m p t i o n  w o u l d

be r e t a i n e d .

3 3 s e e  n .  8,  a n t e .
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O b v i o u s l y ,  a n y  m a t e r i a l  c h a n g e s  i n  e l i g i b i l i t y

r e q u i r e m e n t s  o r  s t r u c t u r e  o f  t h e  p r o g r a m  r a i s e  t h e  r i s k  t h a t  t h e

new b e n e f i t  w i l l  be i n c l u d e d  as " i n c o m e , "  and many e l d e r l y

A l a s k a n s  w i l l  be t e r m i n a t e d  f r o m  t h e  a p p l i c a b l e  f e d e r a l

p r o g r a m .  T h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s  has

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

e x c l u s i o n .  T h o s e  e s t i m a t e s  a p p e a r  a t  A p p e n d i x  B o f  t h i s  r e p o r t .

A n t i c i p a t i n g  t h e  same p r o b l e m  w i t h  p e r m a n e n t  f u n d

d i v i d e n d s ,  t h e  l e g i s l a t u r e ,  i n  t h e  19 8 2  S p e c i a l  S e s s i o n ,

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

3 A
p e r i o d  o f  f o u r  m o n t h s .  O b v i o u s l y ,  and t o  t h e  e x t e n t

p o s s i b l e ,  a n y  a me n d m e n t s  t o  t h e  ALB p r o g r a m  s h o u l d  e i t h e r  be

t a i l o r e d  t o  t h e  e x i - s t i n g  e x c e p t i o n ,  o r  f a l l  w i t h i n  a n o t h e r

s e p a r a t e  s t a t u t o r y  i n c o m e  e x c l u s i o n  s u c h  as a " n e e d  b a s e d "  

35
p a y m e n t .

The t a x  c o n s e q u e n c e s  o f  a me n d m e n t s  t o  t h e  e x i s t i n g  ALL 

p r o g r a m  become p a r t i c u l a r l y  i m p o r t a n t  w i t h  r e s p e c t  t o  t h i s

r e p o r t ' s  a n n u i t y  o p t i o n  - -  w h i c h  i s  t r e a t e d  i n  d e t a i l  i n  S e c t i o n  

I I I  ( F ) , p o s t . A t  t h e  o u t s e t ,  i t  i s  s u f f i c i e n t  t o  n o t e  t h a t :

1.  The e x i s t i n g  l o n g e v i t y  b o n u s  p r o g r a m  i s  t a x e d  u n d e r  
t h e  I n t e r n a l  R e v e n u e  C od e ;

2 .  Any ALB p r o g r a m  w h i c h  i s  b a s e d  on n e e d ,  o r  c o u l d  be
c h a r a c t e r i z e d  as a " s o c i a l  b e n e f i t  p r o g r a m  f o r  t h e
p r o m o t i o n  o f  t h e  g e n e r a l  w e l f a r e , "  w o u l d  i n  a l l  
l i k e l i h o o d  n o t  be t a x e d  by t h e  I R S ;  a n d 3 6

3^AS * 3 . 2 3 . 0 7 5 .

3 5 See 42 U . S . C .  5 1 3 8 2 ( a ) ( b ) ( 6 ) .

3 ^ See I RS R e v e n u e  R u l i n g s ,  6 3 - 1 3 6 ,  1 9 6 3 - 2  C . B .  1 9 ;  6 8 - 3 8  
1 9 6 8 - 1  C . B .  4 4 6 ;  7 2 - 3 4 0 ,  1 9 7 2 - 2  C . B .  3 1 ;  7 8 - 1 7 0 ,  1 9 7 8 - 1  C . B .  2 4 .
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3 .  On F e b r u a r y  2 7 ,  1 9 8 1 ,  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  
r u l e d  t h a t  d i v i d e n d s  d i s t r i b u t e d  u n d e r  t h e  s t a t e ' s  
p r i o r  p e r m a n e n t  d i v i d e n d  f u n d  l e g i s l a t i o n  - -  t h e  
s t a t u t e  i n v a l i d a t e d  i n  Z o b e l _ I I I  - -  we r e  t a x a b l e  u n d e r  
t h e  I n t e r n a l  R.evenue C o d e . - 5' W h i l e  t h e  IR.S h a s  y e t
t o  r u l e  on t h e  e x i s t i n g  d i v i d e n d  p r o g r a m ,  i t  i s  l i k e l y  
t h a t  t a x a t i o n  o f  t h e  p e r m a n e n t  f u n d  d i v i d e n d  c o u l d  be 
d e f e r r e d  i f  i t  i s  u s e d  t o  f u n d  t h e  a n n u i t y  o r  s o c i a l  
s e c u r i t y  o p t i o n s  d i s c u s s e d  i n  t h i s  r e p o r t .

I I I .  DI SCUSSI ON OF ALTERNATI VES

A . E x p a n d i n g  T h e  C l a s s  Of  A l a s k a  L o n g e v i t y  Bonus

R e c i p i e n t s  To I n c l u d e  A l l  E l d e r l y  W i t h  O n e - y e a r ' s

Res i d e n c y .

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

b o n u s e s  t o t a l l y  $ 2 8 . 2 8  m i l l i o n .  T h i s  p r o p o s a l  w o u l d  r e q u i r e  

a d d i t i o n a l  a p p r o p r i a t i o n s  f o r  ( 1 )  b o n u s e s  f o r  an a d d i t i o n a l  

3 , 8 0 3  p e o p l e ;  and ( 2 )  a d d i t i o n a l  c l e r i c a l  s u p p o r t  i n  t h e

D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  T h e  a d d i t i o n \ I  c o s t s  w o u l d  t o t a l  

$1 2  m i l l i o n  i n  FY 1 9 8 4 ,  i n c r e a s i n g  t o  $ 1 3 . 7  m i l l i o n  i n  FY 

1 9 8 8 . 38

T h e s e  a p p r o p r i a t i o n s  a r e  i n  a d d i t i o n  t o  t h e  $ 1 1 . 4  

m i l l i o n  r e t r o a c t i v e  a wa r d  r e q u i r e d  u n d e r  t h e  V e s t  s e t t l e m e n t .

The a d v a n t a g e s  o f  t h i s  o p t i o n  a r e  t w o - f o l d .  F i r s t ,  i t  

i s  o n e  o f  t h e  c o n s t i t u t i o n a l l y  " s a f e s t "  o p t i o n s .  S e c o n d ,  s i n c e  

e l i g i b i l i t y  w o u l d  r e m a i n  d e p e n d e n t  on " d u r a t i o n  o f  r e s i d e n c e "  - -  

a l b e i t  o n l y  o n e - y e a r  - -  i n  a l l  l i k e l i h o o d  i t  w o u l d  f a l l  w i t h i n  

t h e  e x i s t i n g  ALB e x c l u s i o n  t o  f e d e r a l  a s s i s t a n c e  p r o g r a m s .

3 7 i r s  I n d e x  N o s .  0 0 6 1 . 4 0 - 0 0 ;  0 4 5 1 . 2 0 . 0 0 ;  0 1 0 2 . 0 0 - 0 0 .

^ D e p a r t m e n t  o f  A d m i n i s t r a t i o n  d r a f t  f i s c a l  n o t e ,  J a n u a r y  
1 1 ,  1 9 8 3 .
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A d d i t i o n a l l y ,  w h i l e  t h e o r e t i c a l l y  a n y  " o n e - y e a r "

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

d e m o g r a p h i c s  o f  A l a s k a ' s  e l d e r l y  ( s e e  S e c t i o n  1 ( B ) ,  a n t e ) a r e  

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

t h o s e  who h a v e  l i v e d  i n  t h e  s t a t e  f r o m  10 t o  25 y e a r s .  W h e t h e r  

s u c h  a p r o g r a m  w o u l d  e n c o u r a g e  i n - m i g r a t i o n  i s  p r o b l e m a t i c a l .

a l t e r n a t i v e  w o u l d  d i l u t e  t h e  d i g n i t y  and r e c o g n i t i o n  a t t e n d a n t  

t h e  c u r r e n t  b o n u s  t o  t h e  p o i n t  o f  n o n - r e c o g n i t i o n .

a d m i n i s t r a t i o n  w o u l d  p h a s e  o u t  t h e  ALB P r o g r a m  by r e d u c i n g  

b e n e f i t s  by $ 5 0 . 0 0  e a c h  y e a r  b e g i n n i n g  w i t h  FY 1 9 8 4 .  By p a y i n g  

$ 2 0 0 . 0 0  a mo n t h  t o  1 3 , 2 2 8  r e c i p i e n t s  r a t h e r  t h a n  $ 2 5 0 . 0 0  t o  

9 , 4 2 5 ,  t h e  n e t  i n c r e a s e  t o  t h e  p r o g r a m  i n  FY 19 8 4  w o u l d  be $ 2 . 1  

m i l l i o n .  I n  f i s c a l  y e a r  1 9 8 5 ,  h o w e v e r ,  when t h e  b o n u s  i s  

r e d u c e d  t o  $ 1 5 0 . 0 0 ,  t h e r e  w i l l  be a n e t  d e c r e a s e  o f  $ 8 . 7  m i l l i o n  

i n  p r o g r a m  c o s t s .

a d m i n i s t r a t i o n ,  and a p p a r e n t l y  was p r e p a r e d  o n l y  as a p o i n t  o f  

c o m p a r i s o n .  D e s p i t e  i t s  f i s c a l  b e n e f i t s ,  t h e  p r o p o s a l  p r o t e c t s  

r.o o n e .  The p o o r e s t  o f  A l a s k a ' s  e l d e r l y  w o u l d  s u f f e r  t h e  m o s t .  

S i n c e ,  as  d i s c u s s e d  p r e v i o u s l y ,  A l a s k a  l o n g e v i t y  b o n u s e s  a r e  n o t  

c o u n t e d  i n  e x i s t i n g  s t a t e  and f e d e r a l  a s s i s t a n c e  i n c o m e  l i m i t s ,  

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

I n  a d d i t i o n  t o  o b v i o u s  f i s c a l  d i s a d v a n t a g e s ,  t h i s

B . P h a s e  O u t  T h e  E x i s t i n g  L o n g e v i t y  B o n u s  P r o g r a m .

One o f  t h e  o p t i o n s  a n a l y z e d  by t h e  S h c f i i e l d

T h i s  o p t i o n  h a s  been u n f a v o r a b l y  v i e w e d  by t h e
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s u b s i d i z e d  m o n t h l y  i n c o m e  o f  $ 5 4 6  f o r  O l d  Age A s s i s t a n c e ,  p l u s  

$ 2 5 0  f r o m  t h e  ALB p r o g r a m .  T h i s  o p t i o n  w o u l d  t h u s  m a t e r i a l l y  

r e d u c e  s t a t e  a s s i s t a n c e  l e v e l s .

C . P h a s e  O u t  Th e  E x i s t i n g  L o n g e v i t y  B on u s  P r o g r a m  W i t h

A C o n t e m p o r a n e o u s  I n c r e a s e  I n  S t a t e  A s s i s t a n c e  L e v e l s .

T h e  a p p a r e n t  " p r e f e r r e d 1' o p t i o n  o f  many w i t h  t h e  

S h e f f i e l d  a d m i n i s t r a t i o n  i s  t o  g r a d u a l l y  i n c r e a s e  s t a t e  O l d  Age 

A s s i s t a n c e  l e v e l s  w h i l e  a t  t h e  same t i m e  g r a d u a l l y  d e c r e a s i n g  

t h e  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 .  Th e  p r o g r a m  w o u l d  f u n c t i o n  

i n  t h e  f o l l o w i n g  m a n n e r :

CHART 1.

YEAR OLD AGE ASSI STANCE LEVEL ALASKA LONGEVI TY BONUS

FY 1 9 8 3  $ 5 4 6  ' $ 2 5 0
FY 19 8 4  $ 5 9 6  $ 2 0 0
FY 1 9 8 5  $ 6 4 6  $ 1 5 0
FY 1 9 3 6  $ 6 9 6  $1.00
FY 19 8 7  $ 7 4 6  $ 50
FY 1 9 8 8  $ 7 9 6  S 0

I n  a n a l y z i n g  t h e  f i s c a l  i m p a c t s  o f  t h i s  a l t e r n a t i v e ,  

a s s u m p t i o n s  m u s t  be made a b o u t  how many e l d e r l y  A l a s k a n s  w i l l  

become e l i g i b l e  f o r  O l d  A.ge A s s i s t a n c e  as t h e  OAA i n c o m e  l e v e l  

i n c r e a s e s ,  and how many o f  t h e  n e w l y  e l i g i b l e  w i l l  be i n c l i n e d  

t o  s e e k  a s s i s t a n c e  as t h e i r  l o n g e v i t y  b o n u s  g r a d u a l l y  d i m i n i s h e s .

R e g a r d l e s s  o f  w h i c h  a s s u m p t i o n s  a r e  u s e d ,  t h e  i m p a c t s  

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

t h e  " p h a s e  o u t "  o p t i o n .  T h o s e  i m p a c t s  w o u l d  be as f o l l o w s :
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A D D I T I O N A L  COST ( S A V I N G S )  TO THE ALB PROGRAM f i n  m i l l i o n s )

CHART 2 .

F Y  1984 
F Y  1985 
F Y  19 8 6  
F Y 1967 
FY 1 9 8 8

T h e  f i s c a l  i m p a c t  upon 

S o c i a l  S e r v i c e s '  OAA p r o g r a m  

d e t e r m i n e .  T he D e p a r t m e n t  o f  

a l t e r n a t i v e  a s s u m p t i o n s  

A l a s k a , 

as  t h e  

257c o f  

d u r  i n g

t h e  t r u t h ,  

i n c o m e s  

$ 5 0 0 - $ 8 0 0  

as 3 , 9 6 8  

add i  t  i o n

w h i c h  t h e  new c l i e n t e l e  

and S o c i a l  S e r v i c e s  has  

r e c e i v e  t h e  mean b e n e f i t

2 . 1

( 8 . 7 )
( 1 9 . 2 )
( 3 0 . 9 )
( 4 4 . 1 )

t h e  D e p a r t m e n t  o f  H e a l t h  and 

i s  f a r  mo r e  d i f f i c u l t  t o  

A d m i n i s t r a t i o n  h a s  u s e d  two 

t h a t  o f  t h e  1 3 , 2 2 8  e l d e r l y  i n  

and a p p l y  f o r  p u b l i c  a s s i s t a n c e  

t o  $ 7 9 6  i n  FY 1 9 8 8 ;  o r  ( 2 )  t h a t  

a p p l y  f o r  a s s i s t a n c e

be c l o s e r  t o  

h a v e  m o n t h l y  

f r o m  

as many

p u b l i c  a s s i s t a n c e  - -  i n  

OAA p r o g r a m .

t h e  s i z e  o f  t h e  b e n e f i t s  

T he D e p a r t m e n t  o f  H e a l t h  

e a c h  new r e c e p i e n t  w i l l  

o r  p r o j e c t e d  f o r

-  (1)

5% w i l l  become e l i g i b l e

i n c o m e  l e ' e l  i s  i n c r e a s e d

t h e  e l d e r l y  w i l l  become e l i g i b l e  and

t h a t  p e r i o d .

We b e l i e v e  t h a t  t h e  257c p o s s i b i l i t y  may

A p p r o x i m a t e l y  307o o f  A l a s k a ' s  e l d e r l y

m a r g i n a l l y  a b o v e  e x i s t i n g  a s s i s t a n c e  l e v e l s  

3 9
p e r  m o n t h .  ' I f  t h o s e  f i g u r e s  a r e  a c c u r a t e ,

w i l l  become e l i g i b l e  f o r  

t o  t h e  2 , 3 0 0  c u r r e n t l y  on t h e  

The s e c o n d  v a r i a b l e  i n v o l v e s

w i l l  r e c e i v e .

assumed t h a t  

c u r r e n t l y  g i v e n

3 9 A s se s s m e n t ,  o n .  c i t . n .  11 a t  31.
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e x i s t i n g  r e c e i p i e n t s  - -  $ 2 9 5  i n  FY 1 9 8 4 .

I n  c o m p u t i n g  t h e  f i s c a l  i m p a c t s  f o r  t h i s  o p t i o n ,  we

h a v e  u s e d  t h e  f o l l o w i n g  t h r e e  a s s u m p t i o n s :

( 1 )  Of  t h e  5 , 9 6 3  e l d e r l y  whom c u r r e n t  d a t a  s u g g e s t

c o u l d  be e l i g i b l e  f o r  t h e  i n c r e a s e d  OAA p r o g r a m ,  2 5 0 0  w i l l  i n

f a c t  a p p l y .  T h i s  f i g u r e  a r b i t r a r i l y  d i s c o u n t s  b o t h  t h o s e  who 

w i l l  d e c l i n e  t o  a p p l y  f o r  p s y c h o l o g i c a l  r e a s o n s ,  and t h o s e  who 

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

n o t  w o r t h  t h e  b o t h e r ;

( 2 )  B e c a u s e  we h a v e  d i s c o u n t e d  t h o s e  who w i l l  r e c e i v e  

m i n i m a l  b e n e f i t s ,  we h a v e  r e t a i n e d  t h e  " mean b e n e f i t "  a s s u m p t i o n  

e m p l o y e d  b y  t h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s ;  and

( 3 )  T h e  newK r e c i p i e n t s  w i l l  be e v e n l y  d i s t r i b u t e d  o v e r  

e a c h  o f  t h e  f i v e  y e a r s  - -  so t h a t  i n  e a c h  y e a r  an a d d i t i o n a l  500 

r e c i p i e n t s  w i l l  be a d d e d  t o  t h e  OAA p r o g r a m .

A d d i t i o n a l l y ,  p e r s o n s  who become e l i g i b l e  f o r  O l d  Age

A s s i s t a n c e  w i l l  a l s o  become e l i g i b l e  f o r  M e d i c a i d .  Th e  S t a t e ' s  

M e d i c a i d  b u d g e t  f o r  FY 1 9 8 3  i s  $65 m i l l i o n  d o l l a r s .  48% o f  t h a t  

f i g u r e  - -  o r  $ 3 1 . 2  m i l l i o n  - -  i s  p a i d  by  t h e  S t a t e .  Some 23% o f  

t h a t  b u d g e t  - -  o r  $ 7 . 1 7  m i l l i o n  d o l l a r s  - -  i s  a t t r i b u t a b l e  t o  

t h o s e  c u r r e n t l y  on O l d  Age A s s i s t a n c e .  I f  t h e  OAA p o p u l a t i o n  

d o u b l e s  o v e r  t h e  n e x t  f i v e  y e a r s  - -  as  o u r  a s s u m p t i o n s  p r e s u m e  

t h a t  i t  w i l l  - -  t h e r e  w i l l  be an a d d i t i o n a l  c o s t  o f  $ 7 . 1 7  

m i l l i o n  ( n o t  a d j u s t e d  f o r  i n f l a t i o n )  t o  t h i s  o p t i o n ,  c h a r g e a b l e  

i n  e q u a l  p o r t i o n s  t o  e a c h  o f  t h e  n e x t  f i v e  f i s c a l  y e a r s .
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W i t h  t h e s e  a s s u m p t i o n s ,  t h e  f o l l o w i n g  c h a r t  i l l u s t r a t e s  

t h e  p o s s i b l e  n e t  f i s c a l  i m p a c t  o f  t h i s  o p t i o n :

CHART 3

-------------------I N M I L L I O N S ------------------
Added

Y e a r Add.  
on OAA

Mean B e n e f i t Med i c a  i d  
C o s t s

Added 
ALB C o s t s  
( S a v i n g s )

Net.

FY 1984 500 $ 2 9 5 . 0 2 1 . 4 2 . 1 5 . 2 7
FY 1 9 8 5 1000 3 4 5 . 0 2 2 . 8 ( 8 . 7 ) ( I - 7 6)
FY 1986 1500 3 9 5 . 0 2 4 . 2 ( 1 9 . 2 ) ( 5 . 3 0 )
FY 1 9 8 7 20 0 0 4 4 5 . 0 2 5 . 6 ( 3 0 . 9 ) ( 1 4 . 6 0 )
FY 1 9 8 8 2500 4 9 5 . 0 2 7 . 0 ( 4 4 . 1 ) ( 2 9 . 3 0 )

T h u s ,  e v e n  w i t h  f a i r l y  l i b e r a l  a s s u m p t i o n s  r e ° : a r d i n s* * o  o

t h e  nu mbe r  o f  a d d i t i o n a l  OAA c l i e n t s  and M e d i c a i d  c o s t s ,  t h i s

K
o p t i o n  w i l l  b e g i n  s a v i n g  money i n  FY 1 9 8 5 .

M o r e o v e r ,  f o r  t h o s e  e l d e r l y  i n  t h e  $ 5 0 0  -  800 p e r  m o n t h  

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

a d v a n t a g e s ,  s i n c e  i n c r e a s e d  need b a s e d  a s s i s t a n c e ,  u n l i k e  t h e  

l o n g e v i t y  b o n u s ,  s h o u l d  n o t  be t a x e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  

C o d e .

One o b v i o u s  d i s a d v a n t a g e  o f  t h i s  o p t i o n  i s  t h a t  i t  

t r a n s f o r m s  t h e  l o n g e v i t y  b o n u s  p r o g r a m  i n t o  a w e l f a r e  s c h e me .  

P e r s o n s  who c u r r e n t l y  ir.. .ce*ye S796 o r  l e s s  p e r  m o n t h  

i n c l u d i n g  t h e  b o n u s  - -  w i l l  i n d e e d  be " h e l d  h a r m l e s s "  u n d e r  t h e  

o p t i o n ,  b u t  o n l y  a t  t h e  e x p e n s e  o f  a p p l y i n g  f o r  a s s i s t a n c e  t o  

t h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s .
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M o r e o v e r ,  Chose c u r r e n t  e l d e r l y  b o n u s  r e c i p i e n t s  whose 

m o n t h l y  i n c o m e s  ( e x c l u d i n g  t h e  b o n u s )  e x c e e d  $ 7 9 6  p e r  m o n t h  w i l l  

r e c e i v e  no p r o t e c t i o n  u n d e r  t h i s  o p t i o n .

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

by  t h e  c o u r t s  as  i n v o l v i n g  " b a s i c  n e c e s s i t i e s  o f  l i f e "  ( s e e

§ 11C A ) ,  a n t e ) , che d u r a 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  f o r

i n c r e a s e d  o l d  age a s s i s t a n c e  m u s t  be d r o p p e d  f r o m  o ne y e a r  t o  30 

A O
d a y s .  Th e  m i n i m u m  n a t i o n a l  o l d  a g e  a s s i s t a n c e  l e v e l  u n d e r

t h e  f e d e r a l  S u p p l e m e n t a l  S e c u r i t y  I n c o m e  s y s t e m  - -  w h i c h  OAA 

s u p p l e m e n t s  - -  i s  $ 2 3 4 . 3 0 / m o . .  A p e r s o n  w i t h  $ 6 0 0  a m o n t h  

i n c o m e  i n  a " m i n i m u m  b e n e f i t "  s t a t e  i s  p r e s u m a b l y  i n e l i g i b l e  f o r  

o l d  age a s s i s t a n c e  ( i n c l u d i n g  M e d i c a i d )  i n  t h a t  s t a t e ,  b u t  c o u l d  

become e l i g i b l e  under-* t h e  A l a s k a  s y s t e m  upon  30 d a y s  r e s i d e n c y .  

W h i l e  t h e  me r e  p r o s p e c t  o f  an a d d i t i o n a l  $ 1 9 6  p e r  m o n t h  ( i n  FY

1 9 8 8 )  i s  u n l i k e ] y  t o  i n d u c e  p e o p l e  t o  r e t i r e  i n  A l a s k a ,  t h e

c o n c o m m i t a n t  p r o v i s i o n  o f  M e d i c a i d  s e r v i c e s  - -  i n c l u d i n g  f u l l  

n u r s i n g  home c o v e r a g e  - -  may h a v e  t h a t  e f f e c t .  I f  a p e r s o n  c a n  

o b t a i n  f r e e  n u r s i n g  home c o v e r a g e  - -  v a l u e d  a t  b e t w e e n  $ 4 0  -

$ 6 0 , 0 0 0  p e r  y e a r  - -  s i m p l y  by s p e n d i n g  t h e  m o n t h  o f  A u g u s t  i n  

A n c h o r a g e ,  t h e  S t a t e  may f a c e  a r a t h e r  r e m a r k a b l e  i n - m i g r a t i o n

p r o b l e m  i n d e e d .

D . R e t a i n i n g  A M o d e s t  L o n g e v i t y  B o n u s ,  W h i l e  P r o v i d i n g

A "Need B a s e d "  S u p p l e m e n t .

T h i s  o p t i o n  i s  l a r g e l y  a v a r i a n t  o f  o p t i o n  C, and h a s  

b e e n  d i s c u s s e d  by t h e  S h e f f i e l d  A d m i n i s t r a t i o n  as a means o f

^ S h a p i r o  v .  T h o m p s o n , 394 U . S .  618  ( 1 9 6 9 ) .
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r e t a i n i n g  some l o n g e v i t y  b o n u s  p a y m e n t  w h i c h  c o u l d  n o t  be 

c o n s i d e r e d  " w e l f a r e , "

U n d e r  t h i s  o p t i o n ,  t h e  l o n g e v i t y  b o n u s ,  as w i t h  O p t i o n  

C, w o u l d  be g r a d u a l l y  r e d u c e d  t o ,  s a y ,  S 1 0 0 . 0 0  p e r  m o n t h .  As 

t h e  f i s c a l  i n f o r m a t i o n  f o r  a l t e r n a t i v e s  B and C s u g g e s t ,  t h i s  

a l t e r n a t i v e  w o u l d  r e s u l t  i n  a s a v i n g s  t o  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 f  $ 1 9 . 2  m i l l i o n  by FY 1 9 8 6 .

To c o m p e n s a t e  f o r  t h e  l o s s  o f  S 1 5 0 . 0 0 / m o .  t o  t h e  n e e d y ,  

e i t h e r  S t a t e  OAA l i m i t s  c o u l d  be i n c r e a s e d  by  $ 1 5 0 ,  o r  a 

s e p a r a t e  " n e e d  b a s e d  b o n u s  s u p p l e m e n t "  c o u l d  be e s t a b l i s h e d  by 

t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n .

T h e  a d v a n t a g e  o f  t h e  l a t t e r  o p t i o n  i s  t h a t  a l t h o u g h  

b a s e d  on " n e e d , "  a p p l i c a n t s  w i l l  n o t  be d e a l i n g  w i t h  t h e  

D e p a r t m e n t  o f  H e a l t h '  and S o c i a l  S e r v i c e s ,  and may v i e w  t h e  

s u p p l e m e n t  l e s s  as a f o r m  o f  w e l f a r e .  A d d i t i o n a l l y ,  s i n c e  t h e  

s u p p l e m e n t  w i l l  be p r o v i d e d  u n d e r  a p r o g r a m  o t h e r  t h a n  S t a t e  

OAA, i t s  r e c i p i e n t s  w o u l d  n o t  be e n t i t l e d  t o  M e d i c a i d  ( i n c l u d i n g  

n u r s i n g  home c o v e r a g e )  u n l e s s  t h e y  a r e  o t h e r w i s e  e l i g i b l e  f o r  

OAA u n d e r  e x i s t i n g  l i m i t s .

A d d i t i o n a l l y ,  t h e  " n e e d "  i s  n o t  n e c e r s a r i l y  l i m i t e d  t o  

f i n a n c i a l  n e e d .  As t h i s  r e p o r t ' s  d i s c u s s i o n  o f  O p t i o n  I  

i n d i c a t e s ,  l o n g e v i t y  b o n u s e s  may be a p p o r t i o n e d  a c c o r d i n g  t o  t h e  

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

o u t s i d e  A l a s k a .
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T h e  d i s a d v a n t a g e  o l  a s e p a r a t e  " n e e d  b a s e d "  p r o g r a m  i n  

t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  i s ,  o f  c o u r s e ,  t h e  n e c e s s a r y  

c r e a t i o n  o f  a p a r a l l e l  b u r e a u c r a c y  i n  s t a t e  g o v e r n m e n t .

T h e  f i s c a l  c o s t s  o f  t h i s  o p t i o n  h a v e  n o t  b e e n  d e v e l o p e d  

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

i n v o l v e d  - -  t h e  s i z e  o f  t h e  r e m a i n i n g  " b a s i c "  l o n g e v i t y  b o n u s ,  

and t h e  q u e s t i o n  o f  a d m i n i s t r a t i o n .  C o s t s  o f  a d m i n i s t r a t i o n  

a s i d e ,  t h e  n e t  s a v i n g s  t o  t h e  S t a t e  s h o u l d  be s u b s t a n t i a l l y  

s i m i l a r  t o  t h e  FY 1 9 8 6  f i g u r e s  f o r  O p t i o n  C - -  i n  w h i c h  t h e  

d e c l i n i n g  l o n g e v i t y  b o n u s  p a y m e n t  w o u l d  be S 1 0 0 . 0 0  p e r  m o n t h .  

T h e  p r o j e c t e d  n e t  s a v i n g s  o f  $ 5 . 9  m i l l i o n  w o u l d  c e r t a i n l y  e x c e e d  

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

o f  A d m i n i s t r a t i o n .  *

E . G r a d u a l  I n c r e a s e  I n  T h e  Age Of  E l i g i b i l i t y .

A n o t h e r  o p t i o n  e x p l o r e d  by t h e  A d m i n i s t r a t i o n  w o u l d  

r e d u c e  t h e  d u r a 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  f o r  a b o n u s  t o  one 

y e a r ,  b u t  r a i s e  t h e  e l i g i b i l i t y  age e a c h  f i s c a l  y e a r .  F o r  FY 

1 9 8 4 ,  t h e  age w o u l d  be r a i s e d  t o  6 6 ;  t o  67 i n  FY 1 9 8 5 ;  and so  o n .

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

u n t i l  f i s c a l  y e a r  1 9 8 8 ,  a t  w h i c h  t i m e  m o r t a l i t y  w o u l d  h a v e  

r e d u c e d  t h e  c l a s s  o f  b e n e f i c i a r i e s  b e l o w  e x i s t i n g  l e v e l s .  F o r  

FY 1 9 8 4 ,  t h e  o p t i o n  w o u l d  c o s t  an a d d i t i o n a l  $ 9 . 5  m i l l i o n  

d o l l a r s  b e y o n d  e x i s t i n g  f u n d i n g  l e v e l s ,  a c c o r d i n g  t o  t h e  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n .
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T h i s  o p t i o n  h a s  b e e n  q u i t e  u n f a v o r a b l y  r e c e i v e d .  I t  

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

" n e w c o m e r ' s  b o n u s  p r o g r a m . "  A r e c e n t  m i g r a n t  b o r n  p r i o r  t o  J u n e  

3 0 ,  1 9 1 8  w o u l d  r e c e i v e  a l o n g e v i t y  b o n u s  f o r  l i f e ,  w h i l e  a

l o n g - t i m e  A l a s k a n  b o r n  s u b s e q u e n t  t o  t h a t  d a t e  w o u l d  r e c e i v e  

n o t h i n g .

F . S e l f - S u s t a i n i n g  A n n u i t i e s .

Th e  p r i o r  f i v e  o p t i o n s  wer e  d e v e l o p e d  by members o f  t h e  

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

" s p o n s o r e d "  a n y  p a r t i c u l a r  a p p r o a c h .  M o r e o v e r ,  s e v e r a l  o f  t h e  

o p t i o n s  - -  p a r t i c u l a r l y  t h e  " g r a d u a t e d  a g e "  and " p h a s e  o u t "  

o p t i o n s  - -  w e r e  d e v e l o p e d  mo r e  as c o m p a r a t i v e  c o n v e r s a t i o n  

p i e c e s  t h a n  as a c t u a l  - p r o p o s a l s .

T h e  f o l l o w i n g  f i v e  o p t i o n s  - -  c o m m e n c i n g  w i t h  t h e  

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

r e p o r t .

U n d e r  t h e  s e l f - s u s t a i n i n g  a n n u i t y  o p t i o n ,  i n d i v i d u a l s  

w o u l d  no l o n g e r  r e c e i v e  a p e r m a n e n t  f u n d  d i v i d e n d  u n d e r  

AS 4 3 . 2 3 .  R a t h e r ,  t h o s e  d i v i d e n d s  w o u l d  f o r m  t h e  c o r p u s  o f  a 

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

r e c e i v e  an a n n u i t y  c o m m e n c i n g  a t  t h e  age o f  6 3 .

A c c o r d i n g  t o  D e p a r t m e n t  o f  R e v e n u e  p r o j e c t i o n s ,  t h e  

p e r m a n e n t  f u n d  d i v i d e n d  p a y m e n t  f o r  FY 1984 w i l l  be $ 3 6 5 . 0 0 ,  

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

$ 9 5 2  i n  t h e  y e a r  2 0 0 0 .
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G i v e n  C h i s  l e v e l  o f  c o n t r i b u t i o n  t o  t h e  c o r p u s ,  a 

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

e q u i v a l e n t  t o  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  ( w i t h  a 3 p e r c e n t  

a n n u a l  c o s t  o f  l i v i n g  a d j u s t m e n t )  f o r  t h o s e  who a r e  c u r r e n t l y  40 

y e a r s  o r  y o u n g e r ,  and who w i l l  be r e s i d e n t s  o f  A l a s k a  e a c h  o f  

t h e  n e x t  20 y e a r s .  F o r  v a r i o u s  age g r o u p s ,  t h e  a n n u i t y  

e n t i t l e m e n t s  a t  age 65 as a p e r c e n t a g e  o f  t h e  " t a r g e t "  a n n u i t y  

( S 3 0 0 0 / y r .  p l u s  3% p e r  a n nu m)  w o u l d  be r o u g h l y  as  f o l l o w s :

C u r r e n t  age A n n u i t y  as a %
o f  t a r g e t  a n n u i t y

25 358%
35 161%
40 100%
45 66
35 *  21

O b v i o u s l y ,  some t r a n s i t i o n  m e a s u r e  i s  n e c e s s a r y  f o r  

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

b v  t h e  age o f  65 t o  be e n t i t l e d  t o  t h e  " t a r g e t  a n n u i t y " .  Th e  

g e n e r a l  f u n d ,  s i m p l y  p u t ,  w i l l  be r e q u i r e d  t o  make up t h e  

d i f f e r e n c e ,  a l t h o u g h ,  o v e r  t i m e ,  t h a t  " d i f f e r e n t i a l "  w i l l  

d e c r e a s e  as a n n u i t y  a c c o u n t s  a s s u me  some s i g n i f i c a n c e .

Many o f  t h e  o p t i o n s  e x p l o r e d  i n  t h i s  r e p o r t  c o u l d  

s u f f i c e  as a 2 0 - 2 5  y e a r  s h r i n k i n g  g e n e r a l  f u n d  o b l i g a t i o n .  One 

o p t i o n  p a r t i c u l a r l y  t a i l o r e d  t o  t h e  a n n u i t y  a p p r o a c h  w o u l d  be  t o  

a l l o w  t h o s e  who a r e  a t  o r  n e a r  che age o f  65 t o  c o n t i n u e  t o  

r e c e i v e  t h e i r  p e r m a n e n t  f u n d  d i v i d e n d s  i n  c a s h ,  w i t h  t h e  PFD 

b e i n g  s u b t r a c t e d  f r o m  t h e  l o n g e v i t y  b o n u s  a m o u n t .  F o r  t h o s e  i n
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t h e  4 0 - 6 0  y e a r  a g e  g r o u p ,  t h e  g e n e r a l  f u n d  w o u l d  s i m p l y  f u n d  t h e  

d i f f e r e n c e  b e t w e e n  t h e i r  a n n u i t y  and t h e  " t a r g e t "  f i g u r e .

U n d e r  t h i s  " t r a n s i t i o n a l  m e a s u r e " ,  t h e  g e n e r a l  f u n d

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

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

r e c e i v e d  a t j r m a n e n t  f u n d  d i v i d e n d  e v e r y  y e a r .  T h e r e  w o u l d  

s eem,  i n  t h i s  r e g a r d ,  no o b l i g a t i o n  on t h e  p a r t  o f  t h e  s t a t e  t o  

g i v e  a l a r g e r  g e n e r a l  f u n d  s u p p l e m e n t  co s o me o ne  w i t h  t wo  PFD

c r e d i t s  t h a n  t o  s o me o n e  w i t h  15.

T h u s ,  i n  f i s c a l  y e a r  1 9 9 4 ,  when c u r r e n t  5 5 - y e a r  o l d s

f i r s t  r e c e i v e  t h e i r  a n n u i t y ,  t h e y  w o u l d  r e c e i v e  a s t a t e  

s u p p l e m e n t a l  o f  79 p e r c e n t  o r  t h e  t a r g e t  a n n u i t y  - -  r e g a r d l e s s  

o f  t h e  a c t u a l  PFD c r e d i t  a n y  i n d i v i d u a l  h a s  a c c r u e d .

T he r e m a i n i n g  q u e s t i o n ,  o b v i o u s l y ,  i s  w h a t  t o  do a b o u t  

t h e  p e r s o n  who i s  c u r r e n t l y  6 5 .  I f  t h a t  i n d i v i d u a l ' s  s u p p l e m e n t  

i s  t-he same i n  1 9 9 4  as a new a n n u i t a n t  - -  79% - -  he w i l l  i n  f a c t  

r e c e i v e  l e s s  t h a n  t h e  new a n n u i t a n t  s i n c e  he w i l l  h a v e  o n l y  h i s  

p e r m a n e n t  d i v i d e n d ,  r a t n e r  t h a n  a 2l7o a n n u i t y ,  t o  make up t h e  

d i f f e r e n c e .  C o n v e r s e l y ,  i f  t h e  g r a n d f a t h e r e d  PFD r e c i p i e n t  

r e c e i v e d  a f u l l  t a r g e t  a n n u i t y  i n  1 9 9 4 ,  he w o u l d  be a t  a 

s u b s t a n t i a l  a d v a n t a g e  o v e r  t h e  new a n n u i t a n t .  Th e  r e a s o n  i s  

t h i s :  w h i l e  t h e  new a n n u i t a n t  h a s  e a r n e d  a s u b s t a n t i a l  p o r t i o n

o f  h i s  t a r g e t  a n n u i t y  by f o r e g o i n g  h i s  c a s h  d i v i d e n d  e a c h  y e a r ,  

t h e  " g r a n d f a t h e r e d "  r e c i p i e n t  h a s  b o t h  e n j o y e d  t h e  d i v i d e n d ,  and 

i t s  e a r n i n g  p o w e r ,  o v e r  t h a t  same p e r i o d  o f  t i m e .
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T h e  q u e s t i o n  i s  l a r g e l y  o n e  o f  e q u i t y  f o r  t h e

l e g i s l a t u r e .  E i t h e r  a p p r o a c h  i s  d e f e n s i b l e .  W h i l e  t h e  l a t t e r

s c e n a r i o  w o u l d  seem t o  d i s c r i m i n a t e  i n  f a v o r  o f  t h e  e x i s t i n g

e l d e r l y ,  t h e  A l a s k a  Su p r e me  C o u r t  h a s  r e c o g n i z e d  t h e  l e g i t i m a c y

o f  c r e a t i n g  p r e f e r e n t i a l  g r a n d f a t h e r  r i g h t s  f o r  t h o s e  who h a v e

come t o  d e p e n d  upon  an e x i s t i n g  s t a t e  p r o g r a m . ^ "

I n  e i t h e r  c a s e ,  t h e  d i f f i c u l t y  w i t h  t h i s  " t r a n o i t i o n "

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

s u b s t a n t i a l  d r a i n  on t h e  g e n e r a l  f u n d  f o r  2 0 - 2 5  y e a r s  t o  come.

U n d e r  t h e  t r a n s i t i o n  o p t : o n  d e s c r i b e d  a b o v e ,  t h e  FY 1984 b u d g e t

f o r  t h e  ALB p r o g r a m  w o u l d  be i n c r e a s e d  by $6 m i l l i o n  d o l l a r s

/ o
o v e r e x i s t i n g  f u n d i n g  l e v e l s .  “

T h r o u g h  A e t f f a  I n s u r a n c e  C o . ,  we i n v e s t i g a t e d  t h e  

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

t h o s e  c u r r e n t l y  65 o r  o l d e r .  U n f o r t u n a t e l y ,  t h e  c o s t  o f  a 

l i f e t i m e  a n n u i t y  f o r  a l l  A l a s k a n s  65 o r  o l d e r  w o u l d  be

p r o h i b i t i v e  - -  i n  t h e  n e i g h b o r h o o d  o f  $ 3 0 0  t o  $ 4 0 0  m i l l i o n .

F i n a l l y ,  t h e  L e g i s l a t u r e  s h o u l d  c o n s i d e r  u s i n g  t h e  

a d m i n i s t r a t i o n ' s  o p t i o n s  C a n d / o r  D as a t r a n s i t i o n  m e a s u r e .  

T h e  s h o r t  t e r m  f i s c a l  i m p a c t s  o f  t h o s e  o p t i o n s  a r e  s u p e r i o r  t o  

t h o s e  o f  a s i m p l e  g e n e r a l  f u n d  s u p p l e m e n t .

^ C o m m e r c i a l  F i s h e r i e s  E n t r y  C o m m i s s i o n  v .  A p o k e d a k .  606 
P.  2d a t  1 2 5 9 - 6 1 .  ‘----------------------------------------------- '---------------

^ - A s s u m i n g  t h a t  t h e  ALB o f  t h e  " g r a n d f a t h e r e d  c l a s s "  i s  
r e d u c e d  by t h e  $ 3 6 5  p e r m a n e n t  f u n d  d i v i d e n d ,  e a c h  o f  1 3 , 2 2 8  
p e r s o n s  w i l l  r e c e i v e  a p a y m e n t  o f  $ 2 , 6 3 5  t h i s  y e a r  - -  t o t a l i n g  $34 
m i l l i o n  d o l l a r s .
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F o r  a l l  o f  t h e  s h o r t  t e r m  p r o b l e m s  o f  an a n n u i t y  

p r o g r a m ,  t h e  l o n g  t e r m  a d v a n t a g e s  s h o u l d  r e c e i v e  e q u a l  t i m e .  

F i r s t ,  i n  a p e r i o d  o f  2 0 - 2 5  y e a r s ,  t h e  g e n e r a l  f u n d  w i l l  no  

l o n g e r  be e n c u m b e r e d  w i t h  t h e  l o n g e v i t y  b o n u s  p r o g r a m .  S e c o n d ,  

t h e  e v e n t u a l  s i z e  o f  o n e ' s  a n n u i t y  p a y m e n t s  w o u l d  be a f u n c t i o n  

o f  t h e  nu mbe r  o f  p e r m a n e n t  f u n d  d i v i a e n d  c o n t r i b u t i o n s  t h a t  h a v e  

b e e n  c r e d i t e d  t o  t h e  a n n u i t a n t ' s  a c c o u n t .  We s e r i o u s l y  d o u b t  

t h a t  a s u c c e s s f u l  d u r a t i o n a l  r e s i d e n c y  c l a i m  c o u l d  be made t o  

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

c o n t r i b u t i o n s  c o u l d  no mor e  c l a i m  t h a t  he due an a n n u i t y

b a s e d  on 20 y e a r s  c o n t r i b u t i o n  t h a n  c o u l d  a 1996 r e s i d e n t  c l a i m  

n o t  m e r e l y  t h e  $ 7 8 7  c a s h  d i v i d e n d  a v a i l a b l e  t h a t  y e a r ,  b u t  

r a t h e r  some $ 6 , 0 0 0  w h i c h  h i s  p r e d e c e s s o r s  had amassed by b e i n g

La ^
r e s i d e n t s  o f  A l a s k a  s i n c e  1 9 8 4 .

We b e l i e \ e  t h a t  t h e r e  i s  a s t r o n g  c a s e  f o r  d i s t r i b u t i n g  

a n n u i t i e s  o n l y  t o  p e r s o n s  who a r e  r e s i d e n t s  o f  A l a s k a  a t  t h e

4 3 g e c a u s e  f u t u r e  a n n u i t i e s  a r e  a d i r e c t  f u n c t i o n  o f  a c t u a l  
p a s t  p a y m e n t s  t o  t h e  p r o g r a m ,  t h e  p r o g r a m  d o e s  n o t  " r e w a r d "  
p r e s u m e d  c o n t r i b u t i o n s  b u t  s i m p l y  r e t u r n s  a c t u a l  i n v e s t m e n t s ,  c f .  
Z o b e l  1 , 619 P . 2d a t  4 3 5  ( R a b i n o w i t z  c o n c . )  Nor  i s  t h e  o p t i o n
a k i n  t o  a s i t u a t i o n  w h e r e  p r i o r  t a x  c o n t r i b u t o r s  a r e  e x c u s e d  f r o m  
f u n d i n g  t h e  p r e s e n t  n e e d s  o f  g o v e r n m e n t ,  as w i t h  t h e  t a x  r e p e a l  
sc he me  a t  i s s u e  i n  Z o b e l  I . A t  a n y  p o i n t  i n  t i m e ,  e a c h  A l a s k a n  i s  
t r e a t e d  q u i t e  e q u a l l y  - -  b e i n g  e n t i t l e d  t o  an a n n u i t y  c r e d i t  i f  he 
o r  s h e  r e s i d e d  i n  t h e  s t a t e  f o r  s i x  m o n t h s  d u r i n g  t h e  p e r t i n e n t  
y e a r .
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t i m e .  P a r t i a l l y  f o r  r e a s o n s  d i s c u s s e d  b e l o w ,  no i n d i v i d u a l  w i l l  

h a v e  a " v e s t e d  r i g h t "  t o  an a n n u i t y  i n  t h e  f u t u r e .  A p u r p o s e  o f  

t h e  a n n u i t y  p r o g r a m  w i l l  be t o  a l l e v i a t e  t h e  p a r t i c u l a r

f i n a n c i a l  h a r d s h i p s  c a u s e d  by r e t i r e m e n t  i n  A l a s k a  - -  a p u r p o s e  

w h i c h  we b e l i e v e  i s  c o n s t i t u t i o n a l .  T h i s  g o a l  w o u l d  be s e r v e d  

o n l y  by  c o n f i n i n g  a c t u a l  a n n u i t y  p a y m e n t s  t o  A l a s k a  r e s i d e n t s .

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

c o n f e r r i n g  an e c o n o m i c  b e n e f i t  n o t  upon  t h e  c r e d i t i n g  o f  an 

a n n u i t y  a c c o u n t ,  b u t  r a t h e r  upon  a n n u i t y  d i s t r i b u t i o n ,  t h e  s t a t e  

c e r t a i n l y  p o s s e s s e s  t h e  r i g h t  t o  p r e f e r  i t s  own r e s i d e n t s  i n  t h e  

d i s p o s i t i o n  o f  i t s  r e s o u r c e s . ^

T h e r e  a r e ,  o f  c o u r s e ,  o t h e r  i s s u e s  s u r r o u n d i n g  t h e

a n n u i t y  o p t i o n .  Many* A l a s k a n s  w i l l  u n d o u b t e d l y  w i s h  t o  r e t a i n  

t h e  e x i s t i n g  c a s h  b e n e f i t s  o f  t h e  p e r m a n e n t  f u n d  d i s t r i b u t i o n .  

A l a s k a n s  w i l l  n o t  b e ,  h o w e v e r ,  t o t a l l y  w i t h o u t  r e c o m p e n s e .  An 

a n n u i t y  a c c o u n t  f o r  y o u n g e r  A l a s k a n s  i n  p a r t i c u l a r  - -  a t  l e a s t  

f o r  t h o s e  p l a n n i n g  t o  s t a y  i n  t h e  s t a t e  - -  w i l l  o ne  d a y  l e a d  t o  

s u b s t a n t i a l  b e n e f i t s .

Of  c o u r s e ,  t h e  p r o s p e c t  o f  a l u c r a t i v e  r e t i r e m e n t  

a c c o u n t  i s  a p r o d u c t  o f  t h e  l e g i s l a t u r e ' s  c o n t i n u e d  w i l l i n g n e s s  

and a b i l i t y  t o  d e v o t e  25% o f  p e r m a n e n t  f u n d  e a r n i n g s  t o  t h e

^ ^ R e e v e s , I n c .  v .  S t a t e , 65 L . E d .  2nd 2 4 4 ,  ( 1 9 8 0 ) ;  s e e  a l s o
W h i t e  v .  M a s s a c h u s e t t s  C o u n c i l  o f  C o n s t r u c t i o n  E m p l o y e e s ,  ____
U . S .  , No.  8 1 - 1 0 0 3  ( U . S . S . C t . ,  F e b .  2 8 ,  1 9 8 3 ) ( d i s t i n g u i s h i n g
H i c k l i n  v .  O r b e c k ,  4 3 7  U . S .  518 ( 1 9 7 8 ) .
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a n n u i t y  p r o g r a m .  U n q u e s t i o n a b l y ,  a t  some p o i n t  i n  t i m e ,  a 

m a t e r i a l  p e r c e n t a g e  o f  t h e  p e r m a n e n t  f u n d ' s  e a r n i n g s  w i l l  be 

n e c e s s a r y  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 .  T h e  p o i n t  a t  w h i c h  

t h a t  w i l l  r e q u i r e  a c c e s s  t o  mor e  t h a n  75% o f  t h e  f u n d ' s  e a r n i n g s  

i s  p r o b l e m a t i c a l .

T h e  t a x  c o n s e q u e n c e s  o f  an a n n u i t y  p r o g r a m  w a r r a n t  

d e t a i l e d  d i s c u s s i o n .  As n o t e d  p r e v i o u s l y ,  t h e  I n t e r n a l  R e v e n u e  

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

t a x a b l e .  C o n v e r s e l y ,  i f  c r e d i t s  t o  an a n n u i t y  a c c o u n t  e q u a l  t o  

t h e  p e r m a n e n t  f u n d  d i v i d e n d  a r e  n o t  t a x  e x e m p t ,  t h e  r e a l

e c o n o m i c  v a l u e  and p e r c e i v e d  p o l i t i c a l  w o r t h  o f  an a n n u i t y

o p t i o n  i s  s u b s t a n t i a l l y  l e s s e n e d .

Th e  a n n u i t y  - p r o g r a m  e n v i s i o n e d  by t h i s  r e p o r t  i s  noc 

e m p l o y e r / e m p l o y e e  r e l a ’ t e d ,  and t h e r e f o r e  w o u l d  n o t  q u a l i f y  as an 

e x e m p t  p l a n  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e . ^ 5 Nor  was 

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

an I n d i v i d u a l  R e t i r e m e n t  A c c o u n t  - -  b e c a u s e  ( 1 )  t h e  s t a t e  i s  n o t  

a q u a l i f i e d  f i n a n c i a l  i n s t i t u t i o n  t o  a d m i n i s t e r  s u c h  an a c c o u n t ;

( 2 )  t h e  r e q u i r e d  t e r m s  o f  an I R A  we r e  n o t  c o m p a t i b l e  w i t h  t h e  

o p t i o n  c o n s i d e r e d ;  and ( 3 )  any  " s t a t e  r e q u i r e d "  I R A  - -  e v e n  i f

p o s s i b l e  - -  w o u l d  s e v e r l y  i m p i n g e  on t h e  t a x  p l a n n i n g

f l e x i b i l i t y  o f  i n d i v i d u a l  A l a s k a n s . ^

N o n e t h e l e s s ,  i t  i s  o u r  o p i n i o n  t h a t  t h e  a n n u i t y  o p t i o n  

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

4 5 c f .  26 U . S . C .  § 4 0 1 - 4 0 4  

4 6 s e e  26 U . S . C .  § 4 0 8 .
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d i v i d e n d  c o n t r i b u t i o n s  and a c c r u e d  i n t e r e s t  u n d e r  t h e  I n t e r n a l  

R e v e n u e  C o d e .  Th e  c o u r t s  and t h e  I R S  h a v e  g e n e r a l l y  r u l e d  t h a t  

c o n t r i b u t i o n s  t o  an u n q u a l i f i e d  " a n n u i t y , ” " r e t i r e m e n t ” or  

" d e f e r r e d  c o m p e n s a t i o n "  p l a n  a r e  n o n e t h e l e s s  ta>: d e f e r r e d  i f  t h e  

i n d i v i d u a l  i s  n o t  i n  " c o n s t r u c t i v e  r e c e i p t ” o f  t h e  a n n u i t y  

c o n t r i b u t i o n s ,  and t h e  c o n t r i b u t i o n s  do n o t  r e p r e s e n t  a p r e s e n t  

" e c o n o m i c  b e n e f i t . " 1̂

C o m b i n i n g  t h e  s t a n d a r d s  o f  t h a t  d o c t r i n e  w i t h  t h e  

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

be t a x e d  d e f e r r e d  f o r  che f o l l o w i n g  r e a s o n s :

1.  I f  t h e  S t a t e  we r e  t o  p u r c h a s e  i n d i v i d u a l  a n n u i t i e s

w i t h  e a c h  p e r m a n e n t  f u n d  d i v i d e n d ,  w i t h  e a c h  r e s i d e n t  b e i n g  t h e

b e n e f i c i a r y ,  t h e  r e s i d e n t  w o u l d  h a v e  a v e s t e d  and s e c u r e d

i n t e r e s t  i n  t h e  c o n t r i b u t i o n ,  and w o u l d  t h u s  h a v e  r e c e i v e d  a

c u r r e n t  " e c o n o m i c  b e n e f i t . "  I f ,  h o w e v e r ,  t h e  S t a t e  we r e  t o

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

p u r c h a s i n g  an a n n u i t y  a c c o u n t  w i t h  i t s e l f  as t h e  b e n e f i c i a r y  i n

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

be no " c u r r e n t  e c o n o m i c  b e n e f i t "  and t a x a t i o n  w o u l d  be 

A 8
d e f e r r e d .  ' T h i s  i s  o ne c u s t o m a r y  means by w h i c h  e m p l o y e r s  

o b t a i n  t a x  d e f e r r a l  o f  an u n q u a l i f i e d  p l a n ;

2.  A p e r s o n  i s  i n  " c o n s t r u c t i v e  r e c e i p t "  o f  an 

a n n u i t y  c o n t r i b u t i o n  i f  he h a s  c u r r e n t  a c c e s s  t o  t h e

4 7 u . s .  v .  G o l d s m i t h . 586  F . 2 d  8 1 0  ( C t . C l .  1 9 7 o ) .  

4 8 i d .
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c o n t r i b u t i o n s  w i t h o u t  s u b s t a n t i a l  t e r m s  and l i m i t a t i o n s . ^  

U n d e r  t h i s  r e p o r t ' s  o p t i o n ,  u n d e r  no c i r c u m s t a n c e s  w o u l d  an 

a n n u i t a n t  be e n t i t l e d  t o  w i t h d r a w  a n y t h i n g  u n t i l  a n n u i t i e s  a r e  

a c t u a l l y  d i s t r i b u t e d ;

3 .  To u n d e r s c o r e  t h e  c o n t i n g e n t  n a t u r e  o f  t h e  a n n u i t y  

- -  s u c h  t h a t  t h e  I R S  c o u l d  n o t  r e a s o n a b l y  c o n c l u d e  t h a t  i t  

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

be r e c e i v e d  i f  t h e  p e r s o n  i s  an A l a s k a  r e s i d e n t  a t  t h e  t i m e  o f  

t h e  p e r t i n e n t  d i s t r i b u t i o n .

Our  o n l y  h e s i t a n c y  i n  t h i s  r e g a r d  i s  t h e  F e b r u a r y  2 7 ,  

1 9 8 1  r u l i n g  o f  t h e  I R S  t h a t  e v e n  i f  an i n d i v i d u a l  c h o o s e s  t o  

d e f e r  r e c e i p t  o f  h i s  p e r m a n e n t  f u n d  d i v i d e n d ,  i t  i s  t a x a b l e  i n  

t h e  y e a r  t h a t  i t  c o u l d  h a v e  b e e n  r e c e i v e d .  T h e  r u l i n g ,  h o w e v e r ,  

"may n o t  be us ed o r  c i t e d  as p r e c e d e n t , "  a n d ,  e v e n  i f  o f  

p r e c e d e n t i a l  v a l u e ,  i s  d i s t i n g u i s h a b l e  f r o m  t h i s  s i t u a t i o n .  The 

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

c a n n o t  h a v e  u n f e t t e r e d  d i s c r e t i o n  i n  c h o o s i n g  t h e  y e a r  i n  w h i c h  

i n c o m e  w i l l  be t a x e d .  W h i l e  an i n d i v i d u a l  d o e s  h a v e  u n b r i d l e d  

c h o i c e  i n  d e t e r m i n i n g  when t o  t a k e  a p e r m a n e n t  f u n d  d i v i d e n d ,  he 

w i l l  h a v e  no c h o i c e  as t o  t h e  t i m e  o f  r e c e i p t  o f  h i s  a n n u i t i e s .  

M o r e o v e r ,  w h e r e  a p e r s o n  w o u l d  h a v e  an a b s o l u t e  r i g h t  t o  a 

d e f e r r e d  d i v i d e n d ,  he  w i l l  h a v e  n o  r i g h t  t o  a n n u i t y  d i s t r i b u t i o n  

u n l e s s  he i s  an A l a s k a  r e s i d e n t  a t  t h e  t i m e .

F o r  t a x  r e a s o n s ,  t h e n ,  t h e  a n n u i t y  o p t i o n  m u s t  be 

c a r e f u l l y  s t r u c t u r e d .  T h e  f o r m e r  p e r m a n e n t  f u n d  d i v i d e n d  m u s t

49id.
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be u s e d  by t h e  S t a t e  t o  p u r c h a s e  an a n n u i t y  f o r  i t s  own a c c o u n t ,  

w i t h  i t s e l f  as t h e  b e n e f i c i a r y .  T h e  a n n u i t y  i n c o me  r e c e i v e d  by 

t h e  S t a t e  w i l l  t h e n  be u s e d  as t h e  f u n d i n g  s o u r c e  f o r  t h e  

a n n u i t y  p a y m e n t s  - -  a l t h o u g h  t e c h n i c a l l y  and n e c e s s a r i l y  t h e  

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

A f a r  c l o s e r  q u e s t i o n  a r i s e s  w i t h  r e s p e c t  t o  t h e  e f f e c t

o f  t h i s  o p t i o n  on o t h e r  p u b l i c  a s s i s t a n c e  p r o g r a m s .  G e n e r a l l y ,

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

v a r i o u s  a s s i s t a n c e  p r o g r a m s .  I f ,  h o w e v e r ,  t h i s  o p t i o n  can

be c h a r a c t e r i z e d  as a c o n t i n u a t i o n  o f  t h e  l o n g e v i t y  b o n u s

p r o g r a m ,  t h e n  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  i n c o m e  e x c l u s i o n " ^

may p e r s i s t .  I f  - -  c o n s i s t e n t  w i t h  t a x  c o n s i d e r a t i o n s  - -  t h e

o n l y  " a n n u i t y "  i s  t h £  o n e  p u r c h a s e d  by t h e  - S t a t e  as a f u n d i n g

s o u r c e ,  t h e n  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  p r o g r a m  can be

r e t a i n e d  i n  b o t h  name and s u b s t a n c e ,  w i t h  t h e  a mo u n t  o f  t h e

b o n u s  s t i l l  d e p e n d e n t  upon  r e s i d e n c y  h i s t o r y .  A f t e r  a l l ,  u n d e r

t h e  o p t i o n ,  ( 1 )  a p e r s o n  m u s t  be a s i x  m o n t h  r e s i d e n t  i n  o r d e r

t o  o b t a i n  a s i n g l e  PFD,  and m u s t  be e l i g i b l e  f o r  t h e  a n n u i t y  a t

52
t h e  t i m e  o f  d i s t r i b u t i o n ;  ( 2 )  t h e  a mo u n t  o f  a n n u i t y  i s  

d e p e n d e n t  upon  t h e  n u m b e r  o f  P F D ' s  c r e d i t e d  t o  t h e  i n d i v i d u a l ' s  

a c c o u n t ;  and ( 3 )  t h e  " g r a n d f a t h e r e d "  c l a s s  o f  e x i s t i n g  e l d e r l y  

w o u l d  p r e s u m a b l y  be r e q u i r e d  t o  m e e t  a o n e - y e a r  d u r a 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 .

5QSee, 42 U.S.C. 51382(a)(a)(2)(B). 

5-See 42 U.S.C. §1382(a)(b)(2)(B). 

52c_e n. 3, ante.
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T h e  a b o v e ,  o f  c o u r s e ,  i s  an a r g u m e n t  - -  i t  i s  n o t

n e c e s s a r i l y  t h e  l a w ,  w h i c h  i n  f i n a l  m e a s u r e  w i l l  be l a r g e l y

d e t e r m i n e d  by t h e  f e d e r a l  o f f i c i a l s  i n v o l v e d .  The e x p o s u r e  t o  

e x i s t i n g  a s s i s t a n c e  p r o g r a m s  - -  a t  l e a s t  f o r  t h o s e  n o t  w i t h i n

t h e  g r a n d f a t h e r e d  t r a n s i t i o n  c l a s s  - -  m u s t  be c o n s i d e r e d  a r i s k  

o f  t h i s  o p t i o n .

E v e n  i f ,  h o w e v e r ,  a n n u i t y  d i s t r i b u t i o n s  a r e  c o n s i d e r e d  

" i n c o m e "  t o  v a r i o u s  a s s i s t a n c e  p r o g r a m s ,  t h e  c o r p u s  o f  t h e

a n n u i t y  a c c o u n t  w i l l  n o t  b e .  A p e r s o n  may be d i s q u a l i f i e d  f r o m  

a f e d e r a l  a s s i s t a n c e  p r o g r a m  n o t  o n l y  i f  h i s  i n c o m e  e x c e e d s  a 

c e r t a i n  l e v e l ,  b u t  as w e l l  i f  he h a s  a l t e r n a t i v e  a v a i l a b l e  

r e s o u r c e s  w h i c h  he c a n  upon f r o m  a t  a n y  t i m e .  H o w e v e r ,  i n  t h i s  

i n s t a n c e ,  a t r u e  " a n i f u i t y  c o r p u s "  d o e s  n o t  e x i s t  - -  s i n c e  t h e  

o n l y  a n n u i t y  r u n s  f o r  t h e  b e n e f i t  o f  t h e  S t a t e .  M o r e o v e r ,  e v e n  

i f  f e d e r a l  o f f i c i a l s  we r e  t o  v i e w  t h e  " c o r p u s "  as b e l o n g i n g  t o  

t h e  i n d i v i d u a l ,  i t  c a n n o t  be w i t h d r a w n  p r i o r  t o  a c t u a l  

d i s t r i b u t i o n .

G . S t a t e  S o c i a l  S e c u r i t y  S y s t e m .

I n  l a r g e  p a r t  b e c a u s e  o f  t h e  n e e d  f o r  a l e n g t h y  

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

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

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

d i v i d e n d s  d i s t r i b u t e d  u n d e r  AS A 3 . 2 3 .

U n d e r  t h i s  s y s t e m ,  a s u f f i c i e n t  p o r t i o n  o f  e a c h  

r e s i d e n t ' s  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  be w i t h h e l d  e a c h  y e a r



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

r e s i d e n t  o f  65 y e a r s  o r  o l d e r  w i t h  o n e - y e a r ' s  r e s i d e n c y  $ 2 5 0  p e r  

m o n t h ,  w i t h  a m o d e r a t e  c o s t  o f  l i v i n g  a d j u s t m e n t  e a c h  y e a r .

I n  a s s e s s i n g  t h e  f e a s i b i l i t y  o f  t h i s  o p t i o n ,  t h e  m o s t  

i m p o r t a n t  v a r i a b l e  was t h e  p r o j e c t e d  g r o w t h  i n  A l a s k a ' s  e l d e r l y  

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

s y s t e m  a r e  d ue i n  p a r t  t o  an i n c r e a s i n g l y  l a r g e  p e r c e n t a g e  o f  

e l d e r l y  i n  t h e  p o p u l a t i o n .

F o r  f i s c a l  y e a r  1 9 8 3 ,  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r

p r o j e c t s  t h a t  t h e r e  w i l l  be some 1 3 , 6 7 2  e l d e r l y  i n  A l a s k a  - -

5 3
a p p r o x i m a t e l y  37a o f  A l a s k a ' s  p o p u l a t i o n . '  Th e  D e p a r t m e n t  h a s  

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

w i l l  r e m a i n  r e l a t i v e l y  s t a t i c  t h r o u g h  t h e  y e a r  2 0 0 0 ,  when,  o u t  

o f  a p o p u l a t i o n  o f  8 3 1 , 0 0 0  p e o p l e ,  t h e r e  w i l l  be 2 5 , 1 5 8  

e l d e r l y . ^

We b e l i e v e  t h a t  t h o s e  p r o j e c t i o n s  a r e  o v e r l y  

c o n s e r v a t i v e ,  and do n o t  t a k e  i n t o  a c c o u n t  t h e  s i g n i f i c a n t  

n a t i o n w i d e  t r e n d  o f  i n c r e a s e d  e l d e r l y  p o p u l a t i o n .  No r  do t h o s e  

p r o j e c t i o n s  i n c l u d e  t h e  r e t i r e m e n t  y e a r s  o f  t h e  p o s t  W o r l d  War 

I I  " b a b y  boom" g e n e r a t i o n  - -  w h i c h  w i l l  b e g i n  a b o u t  t h e  y e a r  

2 0 1 0 .

A c c o r d i n g l y ,  i n  p r o j e c t i n g  t h e  l o n g  t e r m  i m p a c t  o f  t h i s  

o p t i o n  on p e r m a n e n t  d i v i d e n d  d i s t r i b u t i o n ,  we h a v e  u s e d  t h e

^ A l a s k a  P o p u l a t i o n  O v e r v i e w ,  A l a s k a  D e p a r t m e n t  o f  L a b o r ,

5Aj [ d .

1981
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n a t i o n a l  g r o w t h  p a t t e r n s  p r o j e c t e d  by t h e  f e d e r a l  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 ,  w h i c h  a r e  as  f o l l o w s :

YEAR % OF ELDERLY POPULATION

1 9 5 0  8 . 1
2 0 0 0  1 3 . 1
2 0 2 5  1 9 . 5
2 0 5 0  2 1 . 8

U s i n g  t h o s e  a s s u m p t i o n s ,  T r a v e l e r s '  I n s u r a n c e  C o . ,  on 

o u r  b e h a l f ,  c a l c u l a t e d  t h e  p e r c e n t a g e  o f  p e r m a n e n t  f u n d  

d i v i d e n d s  w h i c h  w o u l d  be r e q u i r e d  t o  f u n d  a " p a y  as y o u  g o "  

s y s t e m .

F o r  f i s c a l  y e a r  1 9 8 3 ,  t h e  c a l c u l a t i o n s  a r e  r e l a t i v e l y  

s t r a i g h t - f o r w a r d .  G i v e n  an a g g r e g a t e  d i s t r i b u t i o n  o f  some $ 1 6 9  

m i l l i o n  i n  p e r m a n e n t  r u n d  d i v i d e n d s  t h i s  y e a r ,  a p p r o x i m a t e l y  25% 

w o u l d  be n e e d e d  t o  f u n d  a " p a y  as y o u  go  s y s t e m . "

H o w e v e r ,  e v e n  a s s u m i n g  a 3% c o s t  o f  l i v i n g  a d j u s t m e n t  

i n  t h e  p a y m e n t  e a c h  y e a r ,  che p e r c e n t a g e  n e e d e d  t o  f u n d  t h e  

p r o g r a m  d e c r e a s e s .  T h i s  i s  b e c a u s e  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  

i n c r e a s e  a t  a r a t e  s u b s t a n t i a l l y  h i g h e r  t h a n  i n f l a t i o n .  From 

t h e  y e a r  1983 t o  2 0 0 0 ,  t h e  a v e r a g e  f u n d i n g  r e q u i r e d  w o u l d  be 15 

t o  19 p e r c e n t  o f  che d i s t r i b u t i o n s ,  w h i l e ,  i n  t h e  y e a r s  2 0 0 0  t o  

2 0 2 5  ( a n d  a s s u m i n g  c o n t i n u e d  g r o w t h  i n  p e r m a n e n t  f u n d  e a r n i n g s )  

t h e  f u n d i n g  a mo u n t  w o u l d  be 1 0 - 1 2  p e r c e n t .

T h u s ,  i f  t h e  w i t h h o l d i n g  r e m a i n s  s t a t i c  a t  25% o v e r  t h e  

c o u r s e  o f  s e v e r a l  y e a r s ,  t h e  r e s u l t a n t  e x c e s s  w o u l d  b e g i n  t o  

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

t o t a l l y  s e l f - s u s t a i n i n g .

One o b v i o u s  a d v a r  ' a ge  o f  t h i s  o p t i o n  i s  t h a t  i t  f r e e s  

t h e  g e n e r a l  f u n d  f r o m  ALB o b l i g a t i o n s  i m m e d i a t e l y .  C o n v e r s e l y ,  

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

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

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

be L i e d  t o  c o n t r i b u t i o n  h i s t o r y  - -  a l t h o u g h  n o t  i n  t h e  p r e c i s e

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

s y s t e m  c u r r e n t l y  f u l l y  c o v e r s  a n y  i n d i v i d u a l  who had " n o t  l e s s  

t h a n  o n e  q u a r t e r  o f  c o v e r a g e  . . .  f o r  e a c h  c a l e n d e r  e l a p s i n g  

a f t e r  1 Q50 . . .  e x c e p t  t h a t  i n  no c a s e  s h a l l  an i n d i v i d u a l  be a 

f u l l y  i n s u r e d  i n d i v i d u a l  u n l e s s  he h a s  a t  l e a s t  6 q u a r t e r s  o f

c o v e r a g e . B e c a u s e ,  i n  t h e  f u t u r e ,  some p o r t i o n  o f  t h e

b e n e f i t s  w i l l  be p a i d  by t h e  " s a v i n g s  a c c o u n t "  r e s u l t i n g  f r o m  

t h e  s t a t i c  25% c o n t r i b u t i o n ,  we b e l i e v e  t h a t  a s - i m i l a r

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

l e g i s l a t  i o n .

E v e n  more o t h a n  t h e  a n n u i t y  o p t i o n ,  t h e r e  w o u l d  be no 

" c u r r e n t  e c o n o m i c  b e n e f i t "  f r o m  t h e  p r o g r a m .  By r e d u c i n g  t h e

p e r m a n e n t  f u n d  d i s t r i b u t i o n  by 25%, and f u n d i n g  a r e t i r e m e n t  

p r o g r a m  f r o m  w h i c h  t h e  i n d i v i d u a l  may o r  may n o t  u l t i m a t e l y

b e n e f i t ,  we b e l i e v e  i t  e x t r e m e l y  u n l i k e l y  t h a t  t h e  I RS w o u l d

c o n c l u d e  t h a t  t h e  r e d u c e d  sum i s  i n  some m a n n e r  t a x a b l e .

5542 U.S.C. §414(a)(1)
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Morever, we believe there is a substantial likelihood 

that the existing ALB exemption in federal law could be 

retained. Indeed, stripped to its essense this option does 

little more than alter the funding source of the ALB program.

T h e  p r i m a r y  r i s k  o f  t h e  p r o g r a m  i s  a l l  t h e  more

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

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

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

c o n t r i b u t i n g  t o  t h i s  o p t i o n  on t h e  me r e  h o p e  t h a t  t h e  r e q u i s i t e

a m o u 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  w o u l d  r e m a i n  a v a i l a b l e  f o r  t h e  

p r o g r a m  w e l l  i n t o  t h e  2 1 s t  c e n t u r y .  T h e  " s a v i n g s  a c c o u n t "  

c r e a t e d  by t h e  s t a t i c  257, w i t h h o l d i n g  i s  i n t e n d e d  t o  a l l e v i a t e  

t h a t  p r o b l e m ;  however*,  r e g a r d l e s s  o f  t h e  r a t e  o f  g r o w t h  o f  t h a t

C £
a c c o u n t ,  t h e r e  i s  p l a i n l y  some r i s k  i n  t h i s  o p t i o n .

^ F o r  e x a m p l e ,  u n d e r  o u r  p o p u l a t i o n  p r o j e c t i o n s ,  t h e r e  w i l l  
be 3 0 , 7 4 7  e l d e r l y  i n  A l a s k a  i n  t h e  y e a r  2 0 0 0 .  T he p e r m a n e n t  f u n d  
d i s t r i b u t i o n s  f o r  t h a t  y e a r  u n d e r  AS 4 3 . 2 3  a r e  e s t i m a t e d  by t h e
D e p a r t m e n t  o f  R e v e n u e  t o  be $ 7 9 2  m i l l i o n ,  o f  w h i c h ,  u n d e r  o u r
s t a t i c  257, w i t h h o l d i n g ,  $ 1 9 8  m i l l i o n  w o u l d  be p l a c e d  i n  t h e  s o c i a l  
s e c u r i t y  f u n d .  I n  t h a t  y e a r ,  w i t h  a 37. COLA, t h e  maxi mum m o n t h l y  
b o n u s  w i l l  be a p p r o x i m a t e l y  $ 3 9 0 .  E v e n  i f  e v e r y  e l d e r l y  A l a s k a n  
i s  e l i g i b l e  f o r  f u l l  b e n e f i t s  u n d e r  t h e  l a w ' s  c o n t r i b u t i o n  
r e q u i r e m e n t s ,  t h e  maxi mum p a y m e n t s  w o u l d  be $ 1 2 0  m i l l i o n  - -  w i t h  a 
s a v i n g s  a c c o u n t  d e p o s i t  b e i n g  made i n  t h a t  y e a r  a l o n e  o f  $70 
m i l l i o n .  O f  c o u r s e ,  many o f  t h e s e  e l d e r l y  may n o t  be f u l l y
e l i g i b l e ,  and some who a r e  e l i g i b l e  may n o t  be r e s i d i n g  i n  A l a s k a
d u r i n g  t h a t  y e a r .



Finally, there is some advantage to the existing 

elderly in this system over the annuity option. The existing

elderly would have a net loss of only 257 of their permanent 

fund dividend, rather than the entirety of the benefit under the 

annuity approach.

H . Health Insurance For The Elderly.

The state of health insurance for the elderly, and

indeed for all Alaskans, has already been the subject of

57 58
considerable study, and legislative activity. Because

of the obvious critical importance of adequate health care

coverage for Alaska's elderly, the option of providing

comprehensive health insurance for Alaska's older citizens in

lieu of the longevity bonus was included in this report as an

o p t  i o n .

While the Department of Law report found that health

expenses were a major use of the longevity bonus for only 5.57

of its sample, the 1976 longevity bonus study found that 297, of

the bonus recipients used at least a portion of the ALB for

medical care, while 117 used a portion of the bonus for

5 9
"insurance cf all kinds."

^A las ka Comprehensive Health Care Financing Study, Batelle 
Human Affair Research Center (1981)

58h b 641, 12th Leg. 1st Sess. (1981)

59a l B Survey, op. cit. n.-9 at 22



In fact, almost all of Alaska's elderly receive some 

kind of public or private health coverage assistance -- either 

through Medicare, Medicaid, public and private retirement

programs, Veteran's benefits or the Indian Health Service/Public 

Health Service.

When assessing the health insurance option, the two

obvious questions are: (1) how severe are the gaps in existing

coverage; and (2) how much would it cost to fill those gaps?

The major source of health insurance coverage for the 

elderly in Alaska is obviously Medicare -- a federal insurance 

plan wnich provides hospitalization for those eligible for 

social security^*0 and medical insurance for an additional fee 

•of $12.20 per month.

Both the hospital and medical insurance contain

substantial deductibles, i.e. the first $304 of the hospital

bill -- and co-payment requirements (20% in the case of medical 

insurance.)

Nursing home coverage under Medicare is severely 

limited -- confined to post-hospital care in a "skilled nursing 

facility" for short periods of time.

It is difficult to determine how many resident Alaskan

elderly are on Medicare -- available stat-istics are bloated by

Medicare claims submitted by tourists. There are some 9,323

6^42 U.S.C.§§ 426,1395(c). A person ineligible for Social
Security may obtain Medicare- hospitalization insurance for $113
per month



r e t i r e d  p e r s o n s  i n  A l a s k a  r e c e i v i n g  s o c i a l  s e c u r i t y  - -  and h e n c e

6 1
e l i g i b l e  f o r  M e d i c a r e .

T h e  l a r g e s t  g r o u p  o f  e l d e r l y  A l a s k a n s  i n e l i g i b l e  f o r

M e d i c a r e  a r e  r u r a l  r e s i d e n t s ,  p r i m a r i l y  N a t i v e s ,  who do n o t  h a v e

a s u f f i c i e n t  wage e a r n i n g  h i s t o r y  t o  q u a l i f y  f o r  s o c i a l

s e c u r i t y .  A l l  A l a s k a  I n d i a n s ,  A l e u t s  and E s k i m o s  a r e  e l i g i b l e

f o r  I HS - -  w h i c h  p r o v i d e s  a b r o a d  r a n g e  o f  s e r v i c e s  d e p e n d i n g

u p o n  a v a i l a b l e  f a c i l i t i e s .  I H S  i s ,  h o w e v e r ,  p r i m a r i l y  a d i r e c t

p r o v i d e r  o f  f a c i l i t i e s  - -  i t  d o e s  n o t  make c a s h  p a y m e n t s  f o r

s e r v i c e s  s u c h  a c u s t o d i a l  c a r e  i n  a n u r s i n g  home.  M o r e o v e r ,  i t

i s  c u r r e n t l y  f a c i n g  s e v e r e  c u t b a c k s  i n  a r e a s  s u c h  as

fi 7
r e i m b u r s e m e n t  f o r  h e a l t h - r e l a t e d  t r a v e l  e x p e n s e s  .

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

c o u r s e ,  M e d i c a i d .  To be e l i g i b l e  f o r  M e d i c a i d ,  one m u s t  me e t  

t h e  S t a t e  p u b l i c  a s s i s t a n c e  i n c o m e  l i m i t a t i o n s .  As n o t e d  

p r e v i o u s l y ,  t h e r e  a r e  c u r r e n t l y  some 2 3 0 0  e l d e r l y  A l a s k a  

c i t i z e n s  on M e d i c a i d .  i l e d i c a i d  d o e s  c o v e r  v i r t u a l l y  u n l i m i t e d  

n u r s i n g  home r e s i d e n c y .

T he m o s t  g l a r i n g  d e f i c i e n c y  i n  A l a s k a  h e a l t h  c a r e  f o r  

t h e  e l d e r l y  i s  t h e  l a c k  o f  c o v e r a g e  f o r  i n s t i t u t i o n a l i z a t i o n  i n  

c u s t o d i a l  e n v i r o n m e n t s  s u c h  as n u r s i n g  h o m e s .  N u r s i n g  home

6 1 i n t e r v i e w ,  Ms.  P.  E u b a n k s ,  F i e l d  R e p .  S o c i a l  S e c u r i t y
A d m i n .  ( F e b .  2 4 ,  1 9 8 3 )

6 2 i n t e r v i e w ,  Ms.  P.  R o b e r t s  I H S ,  ( F e b .  2 3 ,  1 9 8 3 )
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r a t e s  i n  A l a s k a  r u n  f r o m  $ 9 0  t o  $ 1 7 2  p e r  d a y  . The c o s t s  a r e

s i m p l y  p r o h i b i t i v e  f o r  a n y o n e  n o t  on M e d i c a i d  - -  i n d e e d ,  o f  t h e

4 6 7  e l d e r l y  A l a s k a n s  c u r r e n t l y  r e s i d i n g  i n  S t a t e  n u r s i n g  homes 

( o t h e r  t h a n  t h e  P i o n e e r s  H o m e s ) ,  a l l  b u t  31 a r e  t h e r e  u n d e r  

M e d i c a i d ,  o r  A l a s k a ' s  G e n e r a l  R e l i e f  M e d i c a l  A s s i s t a n c e .

C o n v e r s e l y ,  n u r s i n g  home r a t e s  i n  W a s h i n g t o n ,  f o r  

e x a m p l e ,  h a v e  b e e n  e s t i m a t e d  by t h e  D e p a r t m e n t  o f  H e a l t h  & 

S o c i a l  S e r v i c e s  t o  v a r y  f r o m  $ 5 0 - $ 6 0  p e r  d a y .  I t  i s  n o t  known 

how many e l d e r l y  A l a s k a n s  a r e  i n s t i t u t i o n a l i z e d  i n  l o w e r  

f o r t y - e i g h t  c u s t o d i a l  c a r e  f a c i l i t i e s ;  h o w e v e r ,  i t  i s  a p p a r e n t  

t h a t  u n l e s s  one i s  e l i g i b l e  f o r  P i o n e e r  Home p l a c e m e n t ,  a 

n u r s i n g  home c a n  be a f f o r d e d  i f ,  a t  a l l ,  o n l y  by r e l o c a t i n g  t o

t h e  l o w e r  f o r t y - e i g h t . *

T h r e e  p r i v a t e  o r g a n i z a t i o n s  we r e  a s k e d  t o  e s t i m a t e  t h e  

p r e m i u m  a m o u n t  r e q u i r e d  t o  s u p p l e m e n t  M e d i c a r e  and o t h e r  

c o v e r a g e  f o r  A l a s k a ' s  e l d e r l y  t o  p r o v i d e  h e a l t h  i n s u r a n c e

e q u i v a l e n t  t o  t h e  e x i s t i n g  P u b l i c  E m p l o y e e s '  B . e t i r e m e n t  S y s t e  , ' s  

r e t i r e e  c o v e r a g e ,  and t o  i n c l u d e  c o m p r e h e n s i v e  n u r s i n g  home 

c o v e r a g e .  N e i t h e r  T r a v e l e r s  I n s u r a n c e ,  n o r  A e t n a  I n s u r a n c e  f e l t  

c a p a b l e  o f  p r o v i d i n g  an e s t i m a t e .

H o w e v e r ,  i n s u r a n c e  c o n s u l t a n t s  f r e q u e n t l y  used by  t h e  

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

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

63Alaska Nursing Home Census, Alaska Department of Health 

Social Service, 1 2 / 3 1 / 8 2
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f o r  M e d i c a r e ,  i n s u r a n c e  c o u l d  be p r o v i d e d  a t  a p r e m i u m  o f

a p p r o x i m a t e l y  $70 p e r  i n d i v i d u a l  p e r  m o n t h .  T h i s  w o u l d  i n c l u d e

c o m p r e h e n s i v e  n u r s i n g  home c o v e r a g e .

M e d i c a r e  i s  c u r r e n t l y  a p r i m a r y  i n s u r e r  - -  t h a t  i s ,  t h e  

S t a t e  c o u l d  p r o v i d e  f o r  S u p p l e m e n t a l  c o v e r a g e  w i t h o u t

e n d a n g e r i n g  b a s i c  M e d i c a r e  e l i g i b i l i t y .  M o r e o v e r ,  and i n  a l l  

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

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

b y  t h e  I n d i a n  H e a l t h  S e r v i c e .

The m a j o r  d i f f i c u l t y  i s  M e d i c a i d .  M e d i c a i d  e l i g i b i l i t y  

i s  v e r y  much c o n t i n g e n t  upon  t h e  u n a v a i l a b i l i t y  o f  

" r e s o u r c e s " , ^  C u r r e n t l y ,  t h e  S t a t e  o n l y  p a y s  48% o f  a 

M e d i c a i d ' s  p a t i e n t  b i l l s .  I f  a S t a t e  h e a l t h  i n s u r a n c e  p o l i c y  

was c o n s i d e r e d  a " r e s o u r c e "  t h e  S t a t e  c o u l d  f i n d  i t s e l f  f o o t i n g  

t h e  e n t i r e t y  o f  a M e d i c a i d  p a t i e n t ' s  b i l l .

Of  c o u r s e ,  t h e  S t a t e  w o u l d  h a r d l y  n e e d  t o  " s u p p l e m e n t "  

a n y  M e d i c a i d  c o v e r a g e  - -  M e d i c a i d  c o v e r a g e  i t s e l f  b e i n g

e s s e n t i a l l y  i n c l u s i v e .  The s t a t u t e ,  c o u l d  s i m p l y  e x e m p t  

M e d i c a i d  r e c i p i e n t s  f r o m  t h e  c o v e r a g e  o f  t h e  p o l i c y .  T h e  i s s u e  

p o s e d  by s u c h  an e n a c t m e n t  i s  w h e t h e r  t h e  S t a t e  w o u l d  be 

f r u s t r a t i n g  t h e  C o n g r e s s i o n a l  g o a l s  b e h i n d  M e d i c a i d  - -  w h i c h  i s  

t o  p r o v i d e  a h e a l t h  c o v e r a g .  means o f  l a s t  r e s o r t  - -  t h e r e b y  

r u n n i n g  a f o u l  o f  t h e  S u p r e m e c y  C l a u s e .

6 a 42 U . S . C .  5 1 3 8 2 ( a ) ( 1 ) (B)

^ F l o r i d a  L i m e  & A v o c a d o  G r o w e r s  v .  P a u l ,  373 U . S .  132 ( 1 9 6 3 )
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A s s u m i n g  t h a t  t h e  S t a t e  c o u l d  c o n t i n u e  t o  m e r e l y

s u p p l e m e n t  M e d i c a r e ,  IHS f a c i l i t i e s  ana e x i s t i n g  p r i v a t e  and

r e t i r e e  c o v e r a g e s ,  apd t h a t  t h e  c o n s u l t a n t s '  f i g u r e s  a r e

a c c u r a t e ,  t h e r e  r e m a i n  two d i f f i c u l t i e s  w i t h  t h e  h e a l t h

i n s u r a n c e  o p t i o n .  F i r s t ,  i t  i s  o f  no b e n e f i t  t o  A l a s k a ' s  n e e d y

e l d e r l y  - -  who w i l l  m e r e l y  c o n t i n u e  w i t h  M e d i c a i d  c o v e r a g e  a t

t h e  p r i c e  o f  t h e i r  l o n g e v i t y  b o n u s .

S e c o n d l y ,  t h e r e  i s  t h e  p o t e n t i a l l y  s e v e r e  p r o b l e m  o f

A A
i n - m i g r a t i o n .  I f  a y e a r ' s  r e s i d e n c y  i n  A l a s k a  wer e  a l l  t h a t  

w e r e  r e q u i r e d  f o r  f r e e  and u n l i m i t e d  n u r s i n g  home c o v e r a g e ,  t h e  

p o t e n t i a l  o f  i n - m i g r a t i o n  may be s e v e r e .  T h e r e  a r e  two 

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

m i t i g a t e  t h i s  p o t e n t i a l :

1» I f  a p u r p o s e  o f  t h e  h e a l t h  i n s u r a n c e  o p t i o n  i s  t o  

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

i f  n u r s i n g  home c o v e r a g e  i s  r e q u i r e d ,  n u r s i n g  home c o v e r a g e  

c o u l d  be l i m i t e d  t o  A l a s k a  i n s t i t u t i o n s ,  j u s t  a s  many s t a t e s

6 6 u  i s  p o s s i b l e ,  a l t h o u g h  we b e l i e v e  u n l i k e l y ,  t h a t  a c o u r t  
w o u l d  r u l e  t h a t  s u p p l e m e n t a l  h e a l t h  i n s u r a n c e  c o v e r a g e  w o u l d  
c o n s t i t u t e  a " b a s i s  n e c e s s i t y  o f  l i f e "  - -  d r o p p i n g  t h e  maxi mum 
p o s s i b l e  d u r a 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  t o  30 d a y s .  The p r o g r a m  
w o u l d  be s u p p l e m e n t a l  t o  a h o s t  o f  e x i s t i n g  a s s i s t a n c e  i n s u r a n c e  
p r o g r a m s ,  and w o u l d  n o t  be b a s e d  on n e e d .  See M e m o r i a l  H o s p i t a l  
v .  M a r i c o p a  C o u n t y ,  4 1 5  U . S . a t  2 6 1 .  - - - - - -
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l i m i t  r e s i d e n t  t u i t i o n  d i s c o u n t s  t o  i n - s t a t e  u n i v e r s i t i e s . ^  

T h e  d i f f i c u l t y ,  o b v i o u s l y ,  i s  t h a t  e x i s t i n g  A l a s k a n  n u r s i n g  home 

c a p a c i t y  i s  l i m i t e d .  W h e t h e r  u n l i m i t e d  n u r s i n g  home c o v e r a g e  

f o r  a l l  A l a s k a n s  w o u l d  r e s u l t  i n  t h e  e x p a n s i o n  o f  e x i s t i n g  

f a c i l i t i e s  i s  d e b a t a b l e ;

2.  F o r  t h e  r e a s o n s  c i t e d  w i t h  r e s p e c t  t o  t h e  a n n u i t y  

and s o c i a l  s e c u r i t y  o p t i o n s ,  e l i g i b i l i t y  f o r  h e a l t h  i n s u r a n c e  

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

( a )  a p o r t i o n  o f  t h e  i n d i v i d u a l ' s  p e r m a n e n t  f u n d  d i v i d e n d  i s .  

used t o  h e l p  f u n d  t h e  i n s u r a n c e  p r o g r a m ;  and ( b )  t h e  f u n d i n g  i s  

i n  e x c e s s  o f  c u r r e n t  n e e d s ,  i n  o r d e r  t o  amass t h e  same t y p e  o f  

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

o p t  i o n .

I . LONGEVI TY BONUS PREMISED ON I N D I V I D U A L I Z E D  

RELOCATION HARDSHI P.

As n o t e d  i n  S e c t i o n  1 1 ( A ) ,  a n t e , t h e r e  i s  some j u d i c i a l  

s u p p o r t  f o r  t h e  v i e w  t h a t  i t  i s  p e r m i s s i b l e  f o r  A l a s k a  t o  

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

t h e  m o s t  h a r d s h i p  by f i n a n c i a l l y - c o e r c e d  r e l o c a t i o n  f r o m  che 

s t a t e ,  and t o  m e a s u r e  t h a t  h a r d s h i p  i n  p a r t  by d u r a t i o n  o f  

r e s  i d e n c e .

T h i s  o p t i o n  r e l i e s  upon  t h a t  s u p p o r t ,  and i n v o l v e s  

t h r e e  s t e p s :

b ^ S t a r n s  v .  M a l k e r s o n ,  326 F . S u p p .  234 ( D .  M i n n .  1 9 7 0 ) ,  a f f a  
mem. 4 0 1  U . S .  985 ( 1 9 7 1 )
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1 .  c a t a l o g i n g  t h o s e  c r i t e r i a  w h i c h  w o u l d  

d i f f e r e n t i a t e  t h o s e  A l a s k a  e l d e r l y  who w o u l d  s u f f e r  r e l a t i v e l y  

m o r e  h a r d s h i p  by b e i n g  f o r c e d  t o  r e t i r e  o u t s i d e  t h e  s t a t e ,  and 

who n e e d  f i n a n c i a l  a s s i s t a n c e  i n  o r d e r  t o  r e m a i n  i n - s t a t e ;

2 .  t r a n s l a t i o n  o f  t h o s e  s u b j e c t i v e  c r i t e r i a  t o  a 

p o i n t  s y s t e m  s i m i l a r  t o  t h a t  used by t h e  A l a s k a  C o m m e r c i a l

£ O
F i s h e r i e s  E n t r y  C o m m i s s i o n ;  and

3 .  s t r u c t u r i n g  o f  t h a t  p o i n t  s y s t e m  s u c h  t h a t  ( a )  

a d m i n i s t r a t i v e  c o s t s  a r e  m i n i m i z e d ;  and ( b )  s u c c e s s f u l  

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

t o  e x i s t i n g  b o n u s  r e c i p i e n t s .

I n d e e d ,  t h e  s t r u c t u r e  o f  t h i s  o p t i o n  i s  s i m i l a r  t o  t h e  

A l a s k a  L . i m i t e d  Ent r^T A c t  - - .  w h i c h  t r a n s l a t e s  c e r t a i n  v e r y  

s u b j e c t i v e  c r i t e r i a  - -  s u c h  as " e c o n o m i c  d e p e n d e n c e  on t h e  

f i s h e r y "  i n t o  an o b j e c t i v e  p o i n t  s y s t e m .  I t  d o e s  s o ,  o f

c o u r s e ,  a t  a b u r e a u c r a t i c  p r i c e  - -  a p p r o x i m a t e l y  $ 2 . 5  m i l l i o n  a 

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

t h o s e  w h i c h  t h i s  o p t i o n  w o u l d  a f f e c t .  I t  a l s o  d o e s  so a t  o t h e r  

c o s t s ,  w h i c h  w i l l  be d i s c u s s e d  b e l o w .

I t  i s  n o t  d i f f i c u l t  t o  c a t a l o g  t h e  c r i t e r i a  w h i c h  w o u l d  

s e t  o u r  " r e l o c a t i o n  h a r d s h i p "  p o o l  a s i d e .  D u r a t i o n  and 

c o n t i n u i t y  o f  r e s i d e n c e  w o u l d  be one c r i t e r i a ,  as w o u l d ,  

p e r h a p s :

1 .  i n c o m e ;

2.  l o c a t i o n  o f  f a m i l y ;

6 8 see AS 16.43
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3.  l o c a t i o n  o f  p r o p e r t y ;  and

4 .  e t h n i c ,  r e l i g i o u s ,  and c u l t u r a l  t i e s .

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

r o l e  i n  d e t e r m i n g  e l i g i b i l i t y ,  no o n e  f a c t o r  a l o n e  w o u l d  be 

d i s p o s  i  t  i v e .

I t  w o u l d  n o t  be d i f f i c u l t  t o  t r a n s l a t e  t h e s e  f a c t o r s  

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

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

a p p l i c a n t s .  T h e  p r o p o s a l ,  h o w e v e r ,  d o e s  s u f f e r  f r o m  t h e  

f o l l o w i n g  d i s a d v a n t a g e s :

1 .  S i n c e  m o s t  A l a s k a n  e l d e r l y  h a v e  l i v e d  h e r e  mor e 

t h a n  10 y e a r s  m o s t  A l a s k a  e l d e r l y  w i l l  s u f f e r  some d e m o n s t e r a b l e  

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

p e r c e n t a g e  o b v i o u s l y  do n o t  r e q u i r e  a l o n g e v i t y  b o n u s  t o  r e m a i n ;

2.  T he a l t e r n a t i v e  a l s o  i n v o l v e s  t h e  e s t a b l i s h m e n t  

and f u n d i n g  o f  a new b u r e a c r a c y  - -  an i n t r i s i c a l l y  u n w o r t h w h i l e  

u n d e r t a k i n g ,  b u t  o n e  w h i c h  n o n e t h e l e s s  w o u l d  c o s t  f a r  l e s s  t h a n  

s i m p l y  o p e n i n g  t h e  c l a s s  t o  a l l  e l d e r l y  A l a s k a n s ;

3 .  P e r h a p s  t h e  m o s t  o b v i o u s  d i s a d v a n t a g e  i s  t h e  

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

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

w i t h  e v i d e n t i a r y  r e q u i r e m e n t s ,  and i r  some c a s e s ,  a d j u d i c a t o r y  

h e a r i n g s .  T h e  L i m i t e d  E n t r y  C o m m i s s i o n  i s  c u r r e n t l y  i n v o l v e d  i n  

some 120 j u d i c i a l  a p p e a l s  - -  a n u m b e r  w h i c h  i s  e i t h e r  a t  o r  

b e l o w  h i s t o r i c  l e v e l s .  A c c o r d i n g  t o  t h e  C o m m i s s i o n ' s  F Y 1 9 8 4
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budget presentation, there is a current backload of some 325 

administrative adjudications.

A t t o r n e y s  w i l l  be r e q u i r e d  - -  r e g a r d l e s s  o f  wh a t  

e f f o r t s  a r e  u n d e r t a k e n  t o  make t h e  p r o c e s s  s i m p l e  and i n f o r m a l .  

T h e  d i f f i c u l t i e s  f a c i n g  t h e  e l d e r l y  a p p l i c a n t  a r e  t h u s  r a t h e r  

a p p a r e n t .

J . GRANDFATHERING

This report closes with one of the simpler alternatives 

opening the class of longevity bonus recipients to all 

elderly Alaskans with one year's residency, and terminating the 

program for the future. Persons eligible, or becoming eligible 

this year will be "grandfathered" and will receive a longevity 

bonus for life. The fiscal impacts of this alternative are, for 

FY1984, identical to option A, and will obviously decline in the 

future due to mortality and relocation.

The obvious advantage of this program is that it 

protects those currently on the longevity bonus program. 

Equally, it deprives those approaching the age of 65 with any 

expectation of receiving a bonus.

We believe that- this option is constitutionally

permissible. The Alaska Supreme Court shares the general view 

of the constitutionality of grandfathering laws -- as long as 

the grandfathered class itself is constitutionally defined.^ 

Plainly, the state legislatures

69commercial Fisheries rntry Commission v. Apokedak, 606 
P.2d at 1259-61.
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h a v e  t h e  r i g h t  t o  t e r m i n a t e  s o c i a l  p r o g r a m s  w h i l e  p r o t e c t i n g  

t h o s e  who h a v e  come t o  r e l y  on t h e i r  b e n e f i t s .

A. CONCLUSION

As n o t e d  a t  t h e  o u t s e t ,  t h e  p u r p o s e  o f  t h i s  r e p o r t  i s  

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

o p t i o n s  f o r  a m e n d i n g  t h e  l o n g e v i t y  b o n u s  p r o g r a m .  T h r o u g h  

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

m e m b e r s ,  c o n s u l t a n t s  and p r i v a t e  i n d u s t r y ,  we h a v e  a t t e m p t e d  t o  

h i g h l i g h t  t h e  m a j o r  i s s u e s  s u r r o u n d i n g  e a c h  r l t e r n a t i v e ,  and 

p r o v i d e  a t  l e a s t  r o u g h  i n f o r m a t i o n  on e a c h  q u e s t i o n  r a i s e d .  I f ,  

a f t e r  t h e  J u d i c i a r y  C o m m i t t e e  h a s  i d e n t i f i e d  two o r  t h r e e  

r e l a t i v e l y  a t t r a c t i v e  o p t i o n s ,  t h e  e f f o r t  e x p e n d e d  o v e r  t h e  p a s t  

t h r e e  weeks  on 10 p r o p o s a l s  c a n  be c o n d e n s e d  i n t o  t h e  p u r s u i t  o f  

t h r e e ,  p r o p o s e d  l e g i s l a t i o n  and a mor e  i n t r i c a t e  a n a l y s i s  o f  t h e  

p r e f e r r e d  o p t i o n s  can be p r o m p t l y  t r a n s m i t t e d .
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA 

FIRST JUDICIAL DISTRICT

RODNEY G. VEST,

Plaintiff,

V .

MARIAN SCHAFER and STATE OF 
A L A S K A ,

Defendants.

CONFIDENTIAL

Case No. 1JU-82-1103 Civ.

AGREEMENT AND ORDER OF SETTLEMENT

WHEREAS, in 1972 the Alaska Legislature enacted the 

Alaska Longevity Bonus Program (AS 47 .45.010 e t . s e a . ) which 

currently provides, inter a lia, for the payment of $250 for each 

month of continued residency by bona fide Alaska residents over 

the age of 65 who were domiciled in Alaska on or before January 

3, 1959 and who have maintained a continuous domicile in Alaska 

for 25 years;

WHEREAS, the purpose of the Alaska Longevity Bonus 

Program is among other things, to reward elderly Alaskans for 

their past contributions to the state and territory, and for past 

hardships suffered during territorial and early statehood days.

AS 47.45.170;

WHEREAS, since 1972, the State of Alaska in good faith 

has administered the Longevity Bonus Program in the belief that

i A p p e n d i x  A
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the rewarding of prior residency was a constitutionally 

permissible purpose;

WHEREAS, in upholding the State's prior Permanent Fund 

Dividend distribution program, the Alaska Supreme Court ruled

that "reward[ing] those Alaska residents who have chosen to stay"

is a constitutionally permissible purpose. Williams v. Zobel,

619 P.2d 448, 460 (Alaska 1980);

WHEREAS, Justices Dimond and Matthews, in dissenting in 

Williams v. Zobel, believed that the Longevity Bonus Program 

would withstand constitutional scrutiny (619 P.2d at 469, n.13);

WHEREAS, on June 14, 1982, the United States Supreme 

Court, in invalidating Alaska's prior Permanent Fund Distribution 

Program, ruled that a statutory purpose of rewarding prior 

residency was constitutionally impermissible. Zobel v. Williams,

  U.S. _________ , 80-1146 ;

WHEREAS, because of the U.S. Supreme Court's decision 

in Zobel v. Williams, it appears the Longevity Program may not be 

deemed constitutional;

WHEREAS, a serious and good faith disagreement has 

developed and che Alaska Legislative Council questions whether 

the appropriate remedy is to expand the class of recipiants of 

monthly longevity bonuses, or alternatively, to invalidate the 

entire program and cease payment of monthly bonuses to any 

person;
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WHEREAS, this uncertainty regarding the appropriate

remedy derives from § 2, Ch. 205, SLA 1972, which provides, with

respect to the Longevity Bonus Program:

If any provision of this Act, or the 

application of a provision of this Act to 
any person or circumstances is held invalid, 
this entire act shall be considered invalid.

WHEREAS, unless and until the question of appropriate

remedy is resolved by this court, or a settlement of this

controversy is achieved, it is reasonable and prudent that the

State of Alaska continue to administer the Longevity Bonus

Program in the manner provided by statute;

WHEREAS, on July 6, 1982, Plaintiff Rodney Vest filed

the above-capttoned action, seeking as relief his inclusion in

the Longevity Bonus Program of "any . . . bona fide Alaska

resident who is 65 years or older....". Complaint, Prayer for

Relief, para. 2;

WHEREAS, ON July 23, 1982, Plaintiff Vest filed an-

amended complaint seeking to have this case certified as a class

action under Alaska Rule of Civil Procedure 23 on behalf of all

bona fide Alaskans of the age of 65 or older, and further seeking

as alternative relief the invalidation of the Longevity Bonus

Program, or the payment of retroactive bonuses "in amount equal

to what they would have been entitled to obtain under the program

had the unconstitutional criteria never been in place or



c c
enforced." First Amended Complaint, Prayer for Relief, paras. 

4-6.

WHEREAS, there are currently 9,124 recipients of 

monthly longevity bonuses, and many of these recipients are of 

modest means, and depend upon the monthly bonus for sustenance, 

and the termination of the longevity bonus payments to these 

individuals could cause great and irreparable harm;

WHEREAS, because of the uncertainty with respect to th 

appropriate remedy, the parties are desirous of settling this 

litigation in a manner which affords meaningful relief to 

Plaintiff Vest and others similarly situated, but which also 

ensures the continuation of monthly bonus payments to existing 

recipients;

WHEREAS, the parties are further desirous of achieving 

a settlement which will finalize and constitute a full and final 

accord of the rights and liabilities of the parties hereto;

WHEREAS, there may be as many as 4,000 persons who are 

similarly situated with Plaintiff Vest —  to wit, bona fide 

Alaskans of the age of 65 or over —  who are not currently 

receiving longevity bonus payments because of the residency 

requirements of the statute;

WHEREAS, the parties agree that, because of the nature 

of the rights of recipients involved in this litigation, a 

one-year residency requirement is reasonable, necessary and 

appropriate in order to demonstrate bona fide Alaskan residency;
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WHEREAS, a full and final settlement of the parties' 

rights and liabilities hereto cannot be achieved until all 

persons similarly situated with Plaintiff Vest are certified as a 

class under Alaska Rule of Civil Procedure 23(c);

WHEREAS, the settlement envisioned by the parties 

includes the retroactive payment of longevity bonuses to 

plaintiff class commencing and including July 1, 1982;
.1

WHEREAS, the payment of such retroactive bonuses to an 

expanded class of recipients would require the appropriation of 

sums above the amount currently appropriated for the longevity 

bonus program for fiscal year 1982-83. Moreover, and because of 

the Alaska Legislative Council's view of the non-severability 

clause, quoted above (effecting the expansion of the class of 

longevity bonus recipients), such payments may require the 

enactment of curative legislation;

WHEREAS, it is therefore necessary, in order to 

effectuate this settlement, for appropriate legislation to be 

enacted;

WHEREAS, the Alaska Legislature is a coordinate branch 

of government of the State of Alaska, and is represented in this 

action by the Attorney General;

W HE RE AS , notwithstanding the above, the Attorney 

General cannot in any manner bind or compel the Alaska 

Legislature in the exercise of its legislative powers;
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W H E R E A S , on J u l y  16, 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  m o v e d  to p a r t i c i p a t e  in the a b o v e - c a p t i o n e d  a c t i o n  as 

a m i c u s  c u ri ae , it is a g r e e d  th at  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  

m a y  p a r t i c i p a t e  in all n e g o t i a t i o n s  of any s e t t l e m e n t ,  the f i l i n g  

of b r i e f s  and m a y  p a r t i c i p a t e  in oral a r g u m e n t s ;  h o w ev er , 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  a g r e e s  that it w i l l  not be i n v o l v e d  in 

d i s c o v e r y  p r o c e e d i n g s  in the e v e n t  the case  is u l t i m a t e l y  

l i t i g a t e d  and  w i l l  not b e c o m e  o t h e r w i s e  i n v o l v e d  in a c c o r d a n c e  

w i t h  the t e r m s  of this s e t t l e m e n t  a g r e e m e n t ;

W H E R E A S ,  and w h i l e  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  

c a n n o t  bi n d the A l a s k a  L e g i s l a t u r e  in the e x e r c i s e  of its 

l e g i s l a t i v e  p o w e r s ,  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  can and is
K

w i l l i n g  to c o m m i t  its b e s t  e f f o r t s  to the e n a c t m e n t  of 

a p p r o p r i a t e  l e g i s l a t i o n  d u r i n g  the fi rst  r e g u l a r  s e s s i o n  of the 

? 3th A l a s k a  L e g i s l a t u r e ;

W H E R E A S ,  and s u b j e c t  to (1) the c e r t i f i c a t i o n  of 

p l a i n t i f f  cl ass , (2) the S u p e r i o r  C o u r t ' s  a p p r o v a l  of a 

s e t t l e m e n t  p r o p o s a l  he r ein , and (3) the c o m m i t m e n t  of 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  to use its be s t e f f o r t s  in the e n a c t m e n t  of 

a p p r o p r i a t e  l e g i s l a t i o n ,  p l a i n t i f f  c l a s s  is a g r e e d  that such 

a c t i o n  w i l l  p r o v i d e  full and a d e q u a t e  c o n s i d e r a t i o n  for the 

p r o m i s e  and a g r e e m e n t  of p l a i n t i f f  c la ss  not to s e e k  re li e f  in 

an y  f o r m  w i t h  r e s p e c t  to the L o n g e v i t y  B o n u s  P r o g r a m  t h r o u g h  and 

i n c l u d i n g  the a d j o u r n m e n t  of the first r e g u l a r  s e s s i o n  of the
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13 t h A l a s k a  L e g i s l a t u r e  or J u n e  30, 1 98 3, w h i c h e v e r  ev e r e v e n t 

c o m e s  f i r s t  in time;

W H E R E A S ,  n o t h i n g  h e r e i n  is to be c o n s t r u e d  as an 

a d m i s s i o n  by  the S t a te  of A l a s k a  as to the u n c o n s t i t u t i o n a l i t y  of 

the L o n g e v i t y  B o n u s  P r o g r a m ;

W H E R E A S ,  e x c e p t  wi th  r e s p e c t  to the good fa ith of the 

S t a t e  an d its a g e n t s ,  n o t h i n g  h e r e i n  is to be c o n s t r u e d  as an 

a d m i t ' i o n  by e i t h e r  p a r t y  in the e v e n t  the s e t t l e m e n t  a g r e e d  to 

h e r e  is not c o n s u m m a t e d ;

N O W  T H E R E F O R E  TH E  P A R T I E S  S T I P U L A T E  A N D  A G R E E  AS

F O L L O W S :

1. Al l a c t i o n s  and p r o c e e d i n g s  in the a b o v e - c a p t i o n e d
IS

case, o t h e r  than:

(a) the c e r t i f i c a t i o n  of p l a i n t i f f s  class

(b) the a p p r o v a l  by the S u p e r i o r  C o u r t  for the State of 

A l a s k a ,  F i r s t  J u d i c i a l  D i s t r i c t  of this p r o p o s e d  

s e t t l e m e n t  a g r e e m e n t ,  and

(c) a n y f u r t h e r  a p p r o v a l  by the c o ur t n e c e s s a r y  to 

c o n s u m m a t e  the s e t t l e m e n t  a g r e e m e n t  a f t e r  the 

c e r t i f i c a t i o n  of p l a i n t i f f s  class,

are s t a y e d  t h r o u g h  and i n c l u d i n g  the d a t e  of a d j o u r n m e n t  of the 

f i r s t  r e g u l a r  s e s s i o n  of the 1 3 t h  A l a s k a  L e g i s l a t u r e  or J u n e  

30 th, 1983, w h i c h e v e r  e v e n t  o c c u r s  f i r s t  in time. P r o c e d u r e s  fo r  

c l a s s  c e r t i f i c a t i o n  s h a l l  be s u b m i t t e d  to uhe C o u r t  fn r  r e v i e w  no 

l a t e r  t h a n  S e p t e m b e r  10., 1982, and the p a r t i e s  w i l l  r e q u e s t  the

- 7 -
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C o u r t  to r e n d e r  its o r d e r  w i t h  r e s p e c t  to the n ot i c e  p r o c e d u r e s  

f o r t h e  s a i d  c l a s s  no l a t e r  t h a n  S e p t e m b e r  24th, 1982. N o t i c e  to 

the c l a s s  s h a l l  be t r a n s m i t t e d ,  a l o n g  w i t h  the p r o p o s e d  

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

s e t t l e m e n t ,  on or b e f o r e  O c t o b e r  11th, 1982. The S t a t e  of A l a s k a  

w i l l  u n d e r t a k e  r e a s o n a b l e  e f f o r t s  to a s s i s t  P l a i n t i f f  to locate 

t h o s e  p e r s o n s  65 y e a r s  or o l d e r  as of J u l y  1, 1982, wh o  have been  

b o n a  fi de  A l a s k a  r e s i d e n t s  in the s t a t e  of A l a s k a  for one y e a r  

i m m e d i a t e l y  p r i o r  to that  date. In the e v e n t  this s e t t l e m e n t  

a g r e e m e n t  is not c o n s u m m a t e d  for w h a t e v e r  reaso n, but the c l as s 

c e r t i f i c a t i o n  has be e n c e r t i f i e d  by the c o u r t  as set fo rth above, 

th e P l a i n t i f f  sriall not be p r e c l u d e d  f r o m  s e e k i n g  an e n l a r g e m e n t  

of the c l a s s  and a c e r t i f i c a t i o n  t h e r e o f  so as to i n c l u d e  ot her  

p e r s o n s  h a v i n g  a s h o r t e r  r e s i d e n t i a l  d u r a t i o n  w i t h i n  the State 

and m a y  a l s o  s e e k  a g r e a t e r  r e t r o a c t i v e  r e co ve ry .

2. Th e A l a s k a  L e g i s l a t i v e  C o u n c i l  shall u t i l i z e  its 

b e s t  e f f o r t s  to s e c u r e  the e n a c t m e n t ,  d u r i n g  the first r e g u l a r  

s e s s i o n  of the 1 3 t h  A l a s k a  L e g i s l a t u r e ,  of the f o l l o w i n g  

l e g i s l a t i o n ;

(a) L e g i s l a t i o n  w h i c h  t r e a t s  e q u a l l y  all bona fide 

A l a s k a  r e s i d e n t s  of the age of 65 or o l d e r  wi t h r e s p e c t  to t h e ir  

r e s i d e n t i a l  q u a l i f i c a t i o n s  to r e c e i v e  an y " l o n g e v i t y  b on us 

p a y m e n t s "  o r a n y s u b s t i t u t e  b e n e f i t s  f r o m  J u l y  1, 1982  and 

t h e r e a f t e r  for as long as the l e g i s l a t u r e  m a y d e t e r m i n e  to 

c o n t i n u e  s u c h  a p r o g r a m .  B o n a  fide A l a s k a  r e s i d e n t s  are those

- 8 -
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w h o  c o n t i n u o u s l y  r e s i d e d  in the s t a t e  for one y e a r  i m m e d i a t e l y  

p r i o r  to the d at e of e l i g i b i l i t y ;  and

(b) A n y  a p p r o p r i a t i o n  w h i c h  m i g h t  be r e q u i r e d  to fund 

the l e g i s l a t i o n  d e s c r i b e d  in p a r a g r a p h  (a), i n c l u d i n g  the 

r e t r o a c t i v e  p a y m e n t  of bo nus es .

3. If the A l a s k a  L e g i s l a t u r e  p a s s e s  l e g i s l a t i o n

d e s c r i b e d  in 2 (a)-(b) a bo ve  at any time d u r i n g  the first r e g u l a r

s e s s i o n  of the 1 3 t h  A l a s k a  L e g i s l a t u r e  and the G o v e r n o r  si gns  the 

s a i d  l e g i s l a t i o n  or o t h e r w i s e  a l l o w s  2 (a)— (b) to b e c o m e  law so 

t h a t  2 ( a ) - ( b )  w i l l  be e f f e c t i v e  no l a t e r  th an  N i n e t y  days  a f t e r  

e n a c t e d ,  the a b o v e  a c t i o n  s h al l be d i s m i s s e d  wi th  p r e j u d i c e ,  

s u b j e c t  o n l y  tow the d e t e r m i n a t i o n  of a t t o r n e y  fees by the Court.

4. If the a b o v e - c a p t i o n e d  a c t i o n  is d i s n i s s e d  u nd er  

p a r a g r a p h  3 above, all c x a i m s  or r i g h t s  of any c las s m e m b e r  

( ex ce pt  t h os e c l a s s  m e m b e r s  w h o  e x e r c i s e  t h e i r  r ig h t to opt out

u n d e r  R u l e  23 of the A l a s k a  R u l e s  of C i v i l  P r o c e d u r e ) ,  with

r e s p e c t  to the L o n g e v i t y  B o n u s  P r o g r a m ,  s h a l l  be m e r g e d  into the 

j u d g m e n t  of d i s m i s s a l  and e x t i n g u i s h e d ;

5. If the L e g i s l a t i o n  d e s c r i b e d  in 2 ( a )- (b ) a bov e is 

n o r  e n a c t e d  d u r i n g  the f irs t r e g u l a r  s e s s i o n  of the 13th A l a s k a  

L e g i s l a t u r e  o r  in any e v e n t  no l a t e r  t h a n  J u n e  30, 1983, then 

th i s a g r e e m e n t  s h a l l  be null and void, e x c e p t  that the P l a i n t i f f  

a n d  the c l a s s  c e r t i f i e d ,  t o g e t h e r  w i t h  an y a d d i t i o n a l  m e m b e r s ,  if 

t h e r e  is an e n l a r g e m e n t  of the cl ass , m a y  p r o s e c u t e  this case as

- 9 -
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if this a g r e e m e n t  had no t b e e n  e n t e r e d  into, it b e i n g  the in t en t 

of the p a r t i e s  t h a t  c e r t i f i c a t i o n  of the p l a i n t i f f  class, or the

e n l a r g e m e n t  t h e r e o f ,  shall not be a f f e c t e d  if this a g r e e m e n t

b e c o m e s  n u l l  and void;

6 . T h e  o b l i g a t i o n  of 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  

u n d e r  2 h e r e i n  is c o n t i n g e n t  upo n c e r t i f i c a t i o n  of p l a i n t i f f  

c l a s s  u n d e r  A l a s k a  R u l e  of C i v i l  P r o c e d u r e  23 ( c) , w h i c h  class 

s h a l l  i n c l u d e  e a c h  and e v e r y  i n d i v i d u a l  of the age o f 65 or o l a e  

who, as of J u l y  1, 1982, had c o n t i n u o u s l y  r e s i d e d  one y e a r  

i m m e d i a t e l y  p r e c e d i n g  that da t e w i t h i n  the S t a te  of Alas ka,  and 

in the e v e n t  th at  a class is c e r t i f i e d  w h i c h  is less i n c l u s i v e  

th a n as a b o v e  d e s c r i b e d ,  the S ta te  of A l a s k a  has reserved- the 

r i g h t  to w a i v e  the p r o t e c t i o n s  of this p a r a g r a p h  in w h o l e  or in 

part. N o t h i n g  in this p a r a g r a p h  is i n t e n d e d  to m o d i f y  or af fe c t  

the c e r t i f i c a t i o n  of the cl ass or the r i g h t  of the P l a i n t i f f  to

e n l a r g e  the c l a s s  if this a g r e e m e n t  b e c o m e s  null and void.

D A T E D  t h i s  d a y  of ______________________  , 19 82  .

D A T E D

&

W I L S O N  L. C O N D O N  
A T T O R N E Y  G E N E R A L

D A T E D : n s -

A t t o r n for P l a i n t i f f

H e n r y  J. C a m a r o t  
C a m a r o t ,  S a n d b e r g  & H u n t e r
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D ATE D:

^^cs-^jLe^ f o r  A l a s k a  

' L e g i s l a t i v e  C o u n c i l  
A m i c u s  C u r i a e

W i l l i a m  R u d d y  
R o b e r t s o n ,  M o n a g l e ,  
E a s t a u g h  k B r a d l e y

O R D E R

IT IS SO O R D E R E D .

DATED:
Hon. W a l t e r  C a r t e n e  
S u p e r i o r  C o u r t  J u d g
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E L D E R L Y  M E A N  E L D E R L Y

A L A S K A N S  B E N E F I T  A T  R I S K  ■'

up to $450/ino. $ 3 6 00 / m o .  app. 275*

^ i n c l u d e s  app. 120 

w h o  are I n cl u d e d  

in che 500 at risk 

for SSI

app. 2300 

e l i g i b l e ,  of 

w h o m  app. 943 
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$10 27 /

u s e a g e

app. 1200*

'•^includes 5 0 0  at 
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P R O G H A M  N A M E

P R O G R A M

D E S C R I P T I O N

T Y P E  O F  

B E N E F I T S

I N C O M E  L I M I T  
(N u m b e r  of P e r s o n a )

1

ALU
E X C L U D E D

N U M U E R  OF

E L D E R L Y

A L A S K A N S

M E A N

B E N E F I T

N U M B E R  O F  

E L D E R L Y  

A T  R I S K

Old A g e  

A s s i s t a n c e

P a y m e n t s  to n e e d y  M o n t h l y  546 U02 n/ a  n/a

C a s h

Yes ap p  2 300 2 4 6 . 7 0 / m o .  app 1200*

* i n c l u d e s  50 0  at 

r i s k  in SSI

Food S t a m p  A  f e d e r a l l y  funded Foo d  c o u ^

P r o g r a m  p r o g r a m  d e s i g n e d  to po n s  that

p r o m o t e  the h e a l t h  a r e  used

of the n a t i o n ' s  in p l a c e

p o p u l a t i o n  by of m o n e y

r a i s i n g  the lev e ls  

of n u t r i t i o n  a m o n g  

l o w - i n c o m e  h o u s e h o l d s

4 9 0  65 0  8 1 0  970

Th i s  is net m o n t h l y  

i n c o m e

No 1700 $32 p e r  p e r s o n  -0 -  

(randoin s a m p l i n g  

of 1 0 - e l d e r l y  cases.)

Supp l e mental 

S e c u r i t y  

I ncome(SSI)

F e d e r a l l y  f u n d e d  

& a d m i n i s t e r e d  

p r o g r a m  p r o­

v i d i n g  a s s i s t a n c e  

to n e e d y  p e r s o n s  wh o 

a r e  aged or d i s a b l e d

100% fede r a l  f unds

M o n t h l y  2 8 4 , 3 0  4 2 6 , 4 0  n/a n/a 

C a s h  (net)

Y e s app  900 a pp $22 8  mo. 500

Energy G r a n L s  to l o w -  V e n d o r

A s s i s t a n c e  in c o m e  h o u s e h o l d s  hom e

to o f f s e t  e n e r g y  en e r g y

c o s t s  cr ed i t

$851 $ 1 1 1 5  $1375 $1637 

(net)

Yet a p p . 1400 $475 3 0 0 - 4 0 0

General R e l i e f  

( M e d i c a l )

100% s t a t e - f u n d e d ,  V e n d o r

p r o v i d e s  m e d i c a l  Pay.aent

a s s i s t a n c e  on be­

half of n e e d y  p e r sons.

Fo r e 1d e r I y , p r 1m u r  i 1y 

p r o v i d e s  d r u g s  for 

M e d i c a i d  e l i g i b l e  p e r s o n s  

on O A A  and SSI

$ 3 0 0  $ 4 0 0  

or

sa m e  as SSI 

a n d / o r  OAA  

(net)

Yes, 2 7 5 0  e l i g i b l e s  $50/mo,

fo r  a p p . 30 %  of u s e a g e

e l d e r l y  w h o m  use b e n e f i t s

app. 1475

/V- V
A p p  i x  B




