


Senate Health, Education and Social Services C o m m ittee

Legislation Checkl ist

Bill number: J 2 &

Sponsor: tk W r < n A

Date referred to committee:

Synopsis completed:

Fiscal note:

Further referrals:

C O N T A C T S : ^5 2 2 (tbdCd

1/23 fajClULMWL,

m lk iA f  y k a M H iA s  '  < / ^ £

/ -IS M , fh
/   _____

7  '/U/'uvjb o ia.n  ci-.

M i n ' T a j d ^ ^ l

j  ftu d ti , iM tt & u j • b j j .z *

(Pg-Zprjkj

■ 'p d h j /C u J fih J L  ip iM .u M y  /f i  t ) f {

DjqW l ^



f r  '

REPORT
TO THE FOURTEENTH LEGISLATURE - FIRST SESSION

AND
TO GOVERNOR BILL SHEFFIELD 

FROM

THE STATE SPECIAL COMMITTEE ON THE 
ALASKA LONGEVITY BONUS PROGRAM

February 1, 1985



R E P O R T  TO THE F O U R T E E N T H  L E G I S L A T U R E  - FIR ST S E S S I O N  

A N D  TO G O V E R N O R  BILL S H E F FIELD F R O M  THE STATE S P EC IAL 

C O M M ITTEE  ON THE A L A S K A  L O N G E V I T Y  BONUS P R O G R A M

togethe r w i t h

D I S S E N T I N G  VIEWS A N D  A D D I T I O N A L  COMMENTS

F e b r u a r y  1, 1985



TABLE OF CONTENTS

PAGE

I n t r o d u c t i o n  .....................................................  3

Re c o m m end ation: A n n u i t y  A p p r o a c h  ........................  3

Other Options C o n s i d e r e d  .....................................  7

M a j o r  F e a t u r e s ...................................................... 17

1. F r o n t - l o a d i n g ............................................ 17

2. The 3% E s c a l a t o r ...................................  23

3. A d m i n i s t r a t i v e  Costs of the P r o g r a m ............. 23

4. C ho ice of B e n e f i t s ................................. 24

5. S e t t i n g  the A m o u n t  of the L o n g e v i t y  Bonus

P a y m e n t ................................................... 2 ^

6 . R e s i d e n c y  Q u e s t i o n s  ................................. 25

7. F e d eral Income Tax Consid e r a t i o n s  ..............  25

8 . A n n u i t y  Credi ts Are Not a V e s t e d  Right . . .  27

9. P r o t e c t i o n  of A l a s k a ' s  E x i s t i n g  E l d e r l y  . . .  28

10. P o s s i b l e  P a r t i c i p a t i o n  Rates ......................  30

11. Impact on Q A A  and M e d i c a i d ...........................32

12. Costs of V a r i o u s  A L B  A l t e r n a t i v e s ................. 35

The B e nefi t C o n c e p t s ' P r o p o s a l  .............................  41

The A l a s k a  P i o n e e r s ' H o m e ....................................... 43

C o n c l u s i o n ........................................................... 44

D i s s e n t i n g  Vi ews ........................................  after 45



I n t r o d u c t i o n .

In June, 1984, the A l a s k a  L o n g e v i t y  Bonus P r o g r a m  (AS 47.45) 

was d e c l a r e d  u n c o n s t i t u t i o n a l  b e c a u s e  it r e q u i r e d  r e c i p i e n t s  to 

h a v e  r e s i d e d  in A l a s k a  b o t h  p r i o r  to s t a t e h o o d  and for 25 

c o n s e c u t i v e  years. The T h i r t e e n t h  Le gislature, 2nd Sess., 

r e p e a l e d  these lengthy r e s i d e n c y  r e q u i rements, thus o p e n i n g  the 

p r o g r a m  to n e w  partic i p a n t s .  Ch. 38, S L A  1984. However, the 

a m e n d e d  law, b y  its own terms, is tc be r e p e a l e d  e f f e ctive  

June 30, 1985. Id-, Sec. 11.

The l e g i s l a t i o n  also e s t a b l i s h e d  the State Special  C o m m i t t e e  

on the A l a s k a  L o n g e v i t y  Bonus P r o g r a m  to M d e t e r m i n e  the 

fe a s i b i l i t y  of r e p l a c i n g  the l o n g e v i t y  bonus program, as a m e n d e d  

by this Act, w i t h  an a n n u i t y  program, a n e e d s - b a s e d  program, or 

o ther l o n g evi ty p r o g r a m . "  Id., Sec. 7. This is the committee 's 

r e p o r t .

R ecommendat ion: A n n u i t y  A p p r o a c h .

The c o m m i t t e e  has d e v e l o p e d  a p r o p o s a l  w h i c h  w o u l d  ph ase cut 

the e x i s t i n g  l o n g e v i t y  bonus p r o g r a m  and r e p lace it w i t h  

i ndivi d u a l  a n n u i t y  a c c ounts  f u n d e d  p r i m a r i l y  by the p e r m a n e n t  

fund dividends of p articipants. 1/ The p r o p o s a l  has bee n

1/ Th ree d i f f e r e n t  a n n u i t y  a p p r o a c h e s  w e r e  initial ly consid ered 
by the committee: (1) SB 465, i n t r o d u c e d  in the 1984 le gislature
b y  several senators; (2) an a m e n d e d  v e r s i o n  of HB 700, also 
i n t r o d u c e d  in that legislature; and (3) a draft b i l l  p r e p a r e d  by 
Senator Bill Ray (D., Juneau). The R.ay bill be came the v e h i c l e  
for the C o m m i t t e e ' s  proposal. A l l  three propo s a l s  i nvolved
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i n t r o d u c e d  in this l e g i s l a t u r e  as SB 56. U n d e r  the c o m m i t t e e  

bill, A l a s k a n s  w h o  c h oose to p a r t i c i p a t e  in the p r o g r a m  w i l l  

r e c e i v e  m o n t h l y  benefits, a f t e r  r e a c h i n g  age 65, of at least the 

$250 w h i c h  is c u r r e n t l y  p r o v i d e d  by the bo nus program, i n f l a t e d  

b y  three p e r c e n t  annually.

The p r o g r a m  is a v a i l a b l e  to those w h o  r e a c h  age 65 after 

1985. U n d e r  the bill, A l a s k a ' s  e x i s t i n g  e l d e r l y  w i l l  r e c e i v e  

their current $250 bonus, i n f l a t e d  b y  three p e rcent annually, 

w i t h o u t  h a v i n g  to forego t he ir p e r m a n e n t  fund dividends.

The c o m m i t t e e  b i l l  p r o v i d e s  that each y e a r  e very A l a s k a n  

(except those w h o  are 65 or o l d e r  b e f o r e  1986) w i l l  r e c eive his 

or her p e r m a n e n t  fund d i v i d e n d  in the f o r m  of a c redit to an
i

an n u i t y  account, u n l e s s  the i n d i v i d u a l  a f f i r m a t i v e l y  elects to 

r e c e i v e  cash. 2/ S e c t i o n  2 of the bill envisio ns that the

f o r e g o i n g  a p e r m a n e n t  fund d i v i d e n d  in r e t u r n  for some type of 
f utur e a n nu ity benefit.

SB 465 w o u l d  h a v e  p a i d  $16.50 p e r  m o n t h  to each e l d erly 
A l a s k a n  for every p e r m a n e n t  f u n d  d i v i d e n d  forego ne -- to a limit 
of $250 per month.

HB 700 w o u l d  have g i v e n  e a c h  A l a s k a n  one a n n u i t y  share for 
e a c h  f o r egone dividend. E a c h  year, one third of the m o n e y  
a v a i l a b l e  for p e r m a n e n t  fund d i v i dends w o u l d  then be d i v i d e d  by 
the n u m b e r  of a n n u i t y  shares h e l d  by those over the age of 65. 
E a c h  e l d e r l y  A l a s k a n  w o u l d  r e c e i v e  a p o r t i o n  of that a n n u i t y  fund 
c o m m e n s u r a t e  w i t h  the n u m b e r  of shares held.

The c o m m ittee was a d v i s e d  by legal counsel that HB 700 and 
SB 465 c r e a t e d  g r e a t e r  c o n s t i t u t i o n a l  risks than did the R.ay 
proposal; the c o m m i t t e e  t h e r e f o r e  f o c u s e d  on the conc ept e m b o d i e d  
in S e n ator Ray's bill.

2/ This aspect  of the c o m m i t t e e  p r o p o s a l  reflects a change fr om
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legisl a t u r e  may, at least in the e a r l y  years, "front - l o a d "  the 

p r o g r a m  b y  a p p r o p r i a t i n g  a d d i t i o n a l  funds into the annuit y 

account, w h i c h  w i l l  be a t t r i b u t e d  to i n d i v i d u a l  accounts on a 

p r e s c r i b e d  formula. U n d e r  that formula, state contri b u t i o n s  are 

g r e a t e s t  for those a p p r o a c h i n g  r e t i r e m e n t  age, and declin e for 

y o u n g e r  Al askans. B e g i n n i n g  at age 65, a p a r t i c i p a n t  receives an 

an nuity b a s e d  on his contri b u t i o n s  and any f r o n t - l o a d i n g  -- plus 

earnings a c c u m u l a t e d  on those amounts. 3j

Ev e n  w i t h  front-loading, it w i l l  be years b efore annuity 

payment s are suf fi c i e n t  to r e place the l o n g e v i t y  bonus. The ALB 

p r o g r a m  is thus r e t a i n e d  at a level which, for those turnin g 65 

after 1985, w i l l  be r e d u c e d  annually. 4/ U n d e r  the bill, a 

"target amount" for the A L B  is e s t a b l i s h e d  (Section 8 ), w h i c h  is 

$250 per m o n t h  (in F Y  1986) i n f l a t e d  by 3% each year. That 

target amount is then r e d u c e d  by the m a x i m u m  p o s sible a n nuit y 

w h i c h  w o u l d  be avail able to a 65-year old w h o  has p a r t i c i p a t e d  in

earlier a n n u i t y  bills, w h i c h  r e q u i r e d  an e l e c t i o n  to forego cash 
payment. Because, in the future, the a n n u i t y  p r o g r a m  w i l l  be the 
on l y  state source of n o n - n e e d - b a s e d  r e t i r e m e n t  assistance, the 
committ ee b e l ieves that each A l a s k a n  s hou ld be r e q u i r e d  to come 
to grips w i t h  the l o n g - t e r m  c o n s e q u e n c e s  of a d e c i s i o n  to take 
the d i v i d e n d  in cash.

3/ Under the com mi t t e e  b i l l  a p a r t i c i p a n t  w h o  dies b e f o r e  age b5 
w i l l  forfeit  his a c c u m u l a t e d  a n n u i t y  credits (see the discus s i o n  
of survi v o r  options at 17, p o s t ) ; the amounts f o r f e i t e d  w i l l  be 
r e a l l o c a t e d  to survivin g p a r t i c i p a n t s  a nd thus w i l l  increase 
their a n n u i t i e s .

4_/ The l o n g evity  bonus i t s e l f  is, of course, avail able to all 
elderly A l a s k a n s  w h e t h e r  or not they have also e s t a b l i s h e d  
annuity  accounts.
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Che p r o g r a m  in e a c h  y e a r  since the p r o g r a m ' s  inception. For 

example, if the i n f l a t e d  A L B  " t a r g e t "  for a p a r t i c u l a r  y e a r  is 

$280, and a p e r s o n  t u r ning 65 w h o  r e c e i v e d  an a n n u i t y  credit in 

e a c h  y e a r  of the p r o g r a m  w o u l d  be e n t i t l e d  to an a n n u i t y  of $ 1 0 0  

per month, the A L B  p a y m e n t  for all r e c i p i e n t s  w o u l d  be $180. 

That $180 w i l l  n o t  v a r y  a c c o r d i n g  to the a c t u a l  p a r t i c i p a t i o n  

h istories of i n d i v i d u a l  A L B  recipient s.

Over the years, i ndividua l a n n u i t y  acc ou n t s  w i l l  b ecom e 

greater, and each year the l o n g e v i t y  bonus p a y a b l e  tc n e w  

recipi e n t s  b e come s c o r r e s p o n d i n g l y  smaller. By the ye ar 2003, 

the committ ee p r o j ects that the m a x i m u m  p o s s i b l e  a n n u i t y  w i l l  be 

s u f f i c i e n t  to b r i n g  an end to the g e n e r a l - f u n d e d  A L B  program, 

except for those r e l a t i v e l y  few w h o  w e r e  65 or older b efo re 1986, 

and are still r e c e i v i n g  A L B  p a y m e n t s  in that year. This is best 

i l l u s t r a t e d  by the f o l l o w i n g  chart:
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M a x i m u m  P o s s i b l e  A n n u i t y  5_{ ALB (for all n e w  recipients)

1986 4.37 $245.63

1990 32.50 248.88

1995 106.27 219.92

2000 255.70 122.45

2005 533.39 - 0 -

Other Options C o n s i d e r e d

The c o m m ittee i n v ite d its " ibers, and others, to suggest 

a l t ernativ es other than an a n n u i t y  program. O n l y  one was 

a d v a n c e d  -- a "means t e s t " p r o g r a m  u n d e r  w h i c h  e l d e r I 31 A l a skans 

earning  less than $25,000 per year w o u l d  r e c eive a p a yment  of 

$250 per month. Those earning m o r e  than $25,000 w o u l d  r e c e i v e  a 

payment of $100 per month. To q u a l i f y  for the $250 bonus, the 

applicant w o u l d  be r e q u i r e d  to submit his or her ta:: r et urn to 

the D e p a r t m e n t  of A d m i n i st ration.

This p r o g r a m  is i n t e n d e d  as a p e r m a n e n t  r e p l a c e m e n t  for the 

ALB. However, the p r o g r a m  envisions that the size of the p a y­

ments, and the $25,000 income limit, r e m a i n  c o n stant over the 

years. In terms of real income, the effect is as follows:

5_/ A n n u i t y  p r o j e c t i o n s  are w i t h o u t  " f r o n t - l o a d i n g . "



M a x i m u m  Income 
E l i g i b i l i t y  for 

Bonus (year)
A m o u n t  of 

Bonus
Size of A l t e r n a t e  

Bonus

2010

2000
1 9 8 6 $25,000 

$10,569 

$ 5,902 6 / $ 59

$250

$104

$23.60

$41.60

$100

It is e s t i m a t e d  that, initially, 80% of A l a s k a ' s  elderly 

w i l l  be e l i g i b l e  for the $250 bonus. B e ca use that m a x i m u m  income 

r e q u i r e m e n t  drops each yea r in terms of real income, so too aoes 

the p e r c e n t a g e  of e l i gible elderly. Thus, less than h a l f  of 

A l a s k a ' s  e l de rly w i l l  be eligible for the b onus in the year 2000,

and only 30% w i l l  be e l i gible in the year 2010.

Th e  c o m m ittee r e j e c t e d  this m eans test p r o p o s a l  f o r  the 

l o l l o w i n g  reasons:

1. A n y  w e l f a r e  p r o g r a m  is c o n t r a r y  to the intent o f  the

A L B  p r o g r a m  and is v i g o r o u s l y  o p p o s e d  by A l a s k a ' s  elderly. The

L o n g e v i t y  Bonus P r o g r a m  n o w  says to A l a s k a ' s  e l d e r l y  that they 

are a p r e cio us h u m a n  resource, and that it is in the state's 

i n t e r e s t  to p r o v i d e  the m w i t h  the w h e r e w i t h a l l  to r e m a i n  in 

A l a s k a  after retirement. The m e a n s  test payment, on the other 

hand, carries w i t h  it quite different, and less favorable 

c o n n o t a t i o n s .

6 i This is b e l o w  A l a s k a ' s  $7032/yea r p o v e r t y  level.
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2. Of those w h o  are p o t e n t i a l l y  eligible for the $250 

means test payment, m a n y  m a y  not a p p l y  b e c a u s e  of its w e l f a r e  

connotations. This is s t r o n g l y  s u g g e s t e d  b y  a v a i l able 

statistics. Currently, n e a r l y  6,700 A L B  r e c i p i e n t s  -- or 40% of 

all recip i e n t s  -- h a v e  incomes b e l o w  the current e l i g i b i l i t y  

limit for existing Old A ge A s s i s t a n c e  a n d  M e d i c a i d  benefits. 

These b e n efits are s u b s t a n t i a l  -- a v e r a g i n g  $2,640 per y e a r  for 

OA A  and an a d d i t i o n a l  $2,500 per y e a r  for Medicaid. Yet, of the 

income-eli gible, o n l y  2,526 -- or r o u g h l y  38% -- h ave in fact 

a p p l i e d  for O A A  and Medicaid. Certainly, some of the r e m a i n i n g  

i n c o m e - e l i g i b l e  have not a p p l i e d  b e c a u s e  they h a v e  m o r e  assets 

than c u rre nt law allows. Noneth e l e s s ,  these stati stics m a n i f e s t  

an a v e r s i o n  to n e e d - b a s e d  a s s i s t a n c e  w h i c h  has d e t e r r e d  m a n y  of 

A l a s k a ' s  a p p a r e n t l y  e l i g i b l e  e l d erly from a p p l y i n g  fcr 

s u bst antial benefits.

3. Thus, w h i l e  20% of A l a s k a ' s  e l d e r l y  w i l l  be ineligible 

for the $250 bonus, an a d d i t i o n a l  p e r c e n t a g e  of e x i sti ng A LB 

recipi ents w i l l  lose their c u r re nt b e n e f i t s  b e c a u s e  of their 

u n w i l l i n g n e s s  to p a r t i c i p a t e  in a w e l f a r e  program. For these 

reasons, this m e a n s  test p r o p o s a l  fails a t h r e s h o l d  test w h i c h  

should be a c o r n e r s t o n e  of any l o n g e v i t y  bonus legislation. Any 

A L B  alternative, the commi ttee believes, s hou ld p r o v i d e  those who 

have r e c e i v e d  the A L B  over the years w i t h  the same be nef i t s  as 

u n d e r  curren t law.

4. The p r o p o s a l  hurts bot h e x i s t i n g  and n e w  A L B  recipien ts 

in anot her way. B e c a u s e  the real v a l u e  of b o t h  the b enef i t s  and
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the income c e i l i n g  w i l l  dec re a s e  over the ^ n.ars, fewer elderl y 

w i l l  find t hemselves  eligible, and those w h o  are e l i gi ble w i l l  

r e c e i v e  s m a ller benefits. By the year 2000, for example, less
r

than h a l f  of A l a s k a ' s  e l d e r l y  w i l l  be e l i g i b l e  for a b e n e f i t  w i t h  

a real v a l u e  of $104 per month, w h i l e  the m a j o r i t y  w i l l  r e ceive  a 

c o k e n  p a y m e n t  w i t h  a real v a l u e  of $41.60.

5. The p r o p o s a l  is s u b s t a n t i a l l y  m o r e  e x p e n s i v e  than the 

c o m m i t t e e  bill. E v e n  though: (1) the c o m m i t t e e  b i l l  protects 

e x i s t i n g  elderly, w h i l e  this means test p r o p o s a l  does not; and 

(2) the c o m m i t t e e  b i l l  inflates the A L B  annually, w h i l e  the means 

test p r o p o s a l  does not, e n a c t m e n t  of this m e a n s  test p r o p o s a l  

w o u l d  cost n e a r l y  $ 2  b i l l i o n  m o r e  than the c o m m itt ee b i l l  ever 

the n e x t  50 years. Moreover, that cost w o u l d  be b o r n  w h e n  the 

state c o u l d  least a f f o r d  it -- after the t u r n  of the century, 

w h e n  oil revenues are p r o j e c t e d  to r a p i d l y  decline. It is 

important to the commi t t e e  to develop an A L B  a ltern a t i v e  w h i c h  

phases out g e n eral fu nd obliga t i o n s  after the year 2000. As part 

12 of this r e p o r t  discusses, w h i l e  p o s t - 1 9 9 9  costs u n d e r  the 

c o m m ittee b i l l  are p r o j e c t e d  to be $285 m illion, 21st c e n tury 

costs u n d e r  the m e a n s  test p r o p o s a l  w o u l d  be r o u g h l y  $2.28 

billion.

6 . The c o m m itt ee has several concerns r e g a r d i n g  the $100 

p a y m e n t  for w h i c h  all e l d e r l y  w o u l d  be eligible. First, the 

c o m m i t t e e  does not k n o w  w h a t  that p a y m e n t  is intended  to 

accomplish. It is d o u b tful that $100 per m o n t h  is a sufficient 

sum to a l l o w  any e l derly to r e m a i n  in the state w h o  w o u l d
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o t h e r w i s e  be f i n a n c i a l l y  r e q u i r e d  to leave. The p a y m e n t  m a y  thus 

at once be too small to a c c o m p l i s h  a n y  social goal, and yet large 

e n o u g h  to consti t u t e  a subst a n t i a l  d r a i n  on the state treasury.

A d d i t i o n a l l y ,  m a n y  e l d e r l y  m a y  v i e w  the $100 p a y m e n t  as 

tokenism. If that is not the case now, it w i l l  c e r t a i n l y  b e c o m e  

so in the fixture w h e n  the real v a l u e  of that p a yment shrinks to 

$41 (2000) and $23 (2010).

Finally, since the $100 and $250 p a y m e n t s  are f u n d a m e n t a l l y  

d i f f e r e n t  in purpose, the committee b e l i e v e s  that they s h oul d be 

a d m i n i s t e r e d  u n d e r  separate programs. T h e  $100 p a y m e n t  is 

a p p a r e n t l y  i n t e n d e d  as a r e s i d u a l  ALB. O n  the ot her hand, the 

$250 p a y m e n t  is a f o r m  of welfare. This payment, the c o m m ittee 

believes, s h o u l d  be a d m i n i s t e r e d  by the D e p a r t m e n t  of H e a l t h  ana 

Social Servic es u n d e r  the state's w e l f a r e  laws. Otherwise, the 

state will, in essence, be creating  two w e l f a r e  b u r e a u c r a c i e s  -- 

one for O l d  Age A s sist ance, and one for the m i s - n a m e d  " l o n g e v i t y  

b o n u s ."

7. F e w e r  p e o p l e  w i l l  m e e t  the S25,000 e l i g i b i l i t y  

r e q u i r e m e n t  as the years go by. Thus, by the year 2010, only 30% 

of A l a s k a ' s  e l d e r l y  w i l l  be eligible for this means test payment. 

Why, it m i g h t  f airly  be asked, are 80% of today's e l d e r l y  in 

" criti c a l "  n e e d  of the h i g h e r  payment, w h i l e  only 30% w i l l  

r e q u i r e  the p a y m e n t  in years henc e? For one w h o  is c u r r ently 

d e n i e d  the larger payment, or w h o  m a y  be d e n i e d  it in the future 

s olely b e c a u s e  of inflation, this p r e c i s e  q u e s t i o n  w i l l  

i n v a r i a b l y  be asked, and m a y  be a s k e d  in the courts.
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8 . Finally, in r e q u i r i n g  one year's r e s i d e n c y  in o rder to

r e cei ve the $250 m e a n s  test payment, the p r o p o s a l  raises a

s u b s t a n t i a l  c o n s t i t u t i o n a l  issue. The c u r r e n t  ALB's 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  is c o n s t i t u t i o n a l  b e c a u s e  the

bonus is not d e p e n d e n t  u p o n  "need. " U n d e r  b o t h  the f e deral and

A l a s k a  constitution s, if a p r o g r a m  prov ides "the basic

n e c e s s i t i e s  of life," a 3 0-day 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 rmi ssible. 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. 250, 2.59 (1974); S h ap iro v. T h o m p s o n ,

394 U.S. 618 (1969). Generally, b e n e f i t s  w h i c h  are a c c o r d e d  on

the basis of the r e c i p i e n t ' s  income tend to be v i e w e d  by the

courts as i n v o l v i n g  "basic n e c e s s i t i e s . "  For example, in J e f f r e y

v. C o l orado State D e p a r t m e n t  of Soci al S e r v i c e s , 599 P . 2d 374

(Col. 1979) , the C o l o r a d o  S u preme Court struck down the lengths

d u r a u 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  of that state's old age p e n s i o n

program, and h e l d  that the p r o g r a m  p r o v i d e d  basic n e c e s s i t i e s  cf

life. The state argued, u n s u c c e s s f u l l y ,  that its p r o g r a m  was

m o r e  a k i n  to an income supplement, r a t h e r  ^han  a f o r m  of welfare.

The court, however, r u l e d  that b e c a u s e  the size of the p e n s i o n

was a f u n c t i o n  of the a p p l i c a n t ' s  o t h e r  income, a 3 0-day

re s i d e n c y  r e q u i r e m e n t  was required:

[The state attempt[s] to a v o i d  the strict 
s c r u tiny - c o m p e l l i n g  state inte rest tesc m a n d a t e d  
b y  S h a p i r o  by c h a r a c t e r i z i n g  the old age p e n s i o n  
p r o g r a m  as an 'annuity.' However, u n l i k e  true 
a n n u i t y  or p e n s i o n  p r o g r a m s  w h i c h  are u n a f f e c t e d  
by s. r e c i p i e n t ' s  other i n c o m e ] the old age p e nsion  
b e n e f i t  is d i r e c t l y  and p r o p o r t i o n a t e l y  r e d u c e d  by 
the am ount of ot her i n c o m e . T h u s , the 
c h a r a c t e r i z a t i o n  of the o ld age p e n s i o n  p r o g r a m  as 
an " a n n uity" puts f o r m  over substance and

- 1 2 -



disregards the n ature of the program, w h i c h  is to 
fulfill b a s i c  needs and n o t  to supple m e n t  separate 
income.

599 P . 2d at 879. Emp hasis added.

The m e a n s  test p r o p o s a l  has b e e n  d e f e n d e d  b e c a u s e  of its 

h i g h  income l i m i t s . This does m a k e  the p r o g r a m  differe nt from 

that i n v o l v e d  in J e f f r e y , and the committee agrees that this 

d e fen se could be m a d e  in g o o d  faith. To the committee, however, 

that is not enough. Early in the c ommit tee's deliberations, the 

c o m m i t t e e  a g r e e d  to develop a p r o p o s a l  w h i c h  w o u l d  avoid serious 

n e w  c o n s t i t u t i o n a l  issues and the threat of c o n t i n u e d  litigation. 

W h i l e  any l e g i s l a t i o n  w h i c h  treats some p e ople  d i f f e r e n t l y  than 

others m a y  result in litigation, the means test p r o p o s a l  raises a 

serious and s ubsta n t i a l  r e s i d e n c y  d i s c r i m i n a t i o n  issue, and 

theref ore does not m e e t  the committ ee's goal. 7/

F or these reasons, the committee does not b e lieve that the 

means rest p r o posal is a v i able a l t e r n a t i v e  to the ex isting ALB 

program.

T h e  c o m m itte e w as also a ware of the "stair - s t e p p i n g  

a pproa c h , "  u n d e r  w h i c h  the ALB p r o g r a m  is slowly p h ased our 

t h r o u g h  an annual increase in the e l i g i b i l i t y  age. Under 

l e g i s l a t i o n  w h i c h  p a s s e d  the House of Re pres e n t a t i v e s  during the

7/ A d d i t i o n a l l y ,  it should be n o t e d  that the issue w i l l  become 
m o r e  serious in future years. This is b e c a u s e  w h i l e  the income 
level is h i g h  at the outset, it shrinks dramatically, and in real 
value falls b e l o w  the state's ex ist i n g  p o v e r t y  level in the vear 
2008.
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previ o u s  legislature, the e l i g i b i l i t y  age w o u l d  b e g i n  to rise 

above 65 in 1991. A l t h o u g h  no " s t a i r s t e p p i n g "  p r o p o s a l  w a s  ever

a d v a n c e d  by anyone for formal c o m m i t t e e  r e v i e w  or action, the

c o m m i t t e e  is aware of some c o n t i n u e d  i n t ere st in d e v e l o p i n g  this 

concept o u tside of this c o mm ittee's deliberati ons. The p r o posal 

thus w a r r a n t s  some comment.

First, the t e r n  "stair s t e p p i n g "  is a misnomer, since it 

connotes a g r a d u a l  p h a s i n g  out of the A L B  program. In truth, the 

s t a i r s t e p p i n g  a p p r o a c h  causes the mo st a b r u p t  p r o g r a m  t e rmination 

of any o p t i o n  considered, and also results in the m o s t  severe 

d i s c r i m i n a t i o n  b e t w e e n  groups of Alaskans. U n d e r  the 

s t a i r s t e p p i n g  approach, if a p e r s o n  w a s  b o r n  on or b efore June 

3 C , 1925, the state w o u l d  pay h i m  or h e r  $250 per m o n t h  for life. 

For persons b o r n  on J u l y  1, 1925 and thereafter, the stace w o u l c  

pay nothing. And, it is i rrelevan t w h e t h e r  that p e r s o n  is now an 

Alaskan. A  current n o n - r e s i d e n t  w h o  is n o w  62 w o u l d  receive 

$ 2 5 0 / m o n t h  w h e n  he or she m o v e d  to Alaska, w h i l e  a current 

5 9 -year old A l a s k a n  w o u l d  receive nothing. T h e r e  is thus n o thing

gradual, or " s t a i r s t e p p e d , " about this process.

The s t a i r s t e p p i n g  a p p r o a c h  w o u l d  be m o r e  e x p e n s i v e  than the 

c o m m ittee  bill, 8 / and m u c h  of this a d d e d  e x p e n s e  w o u l d  be born 

after the turn of the c e ntury  w h e n  the state can least afford it. 

See S e c t i o n  12. Yet, des pite its h i g h  cost, s t a i r s t e p p i n g  w o u l d

8/ Assuming, of course, that the two had simila r provisions  
de a l i n g  w i t h  the e r o s i o n  of the real v a l u e  of the bonus.
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be n e f i t  fewer Alaskans. For example, some have a s s u m e d  that 

p a r t i c i p a t i o n  in the a n n u i t y  p r o g r a m  is n e c e s s a r y  in order for 

future e l d e r l y  to b e n e f i t  from  the c o m m i t t e e  bill. This is not 

true. U n d e r  stairstepping, a p e r s o n  t u r nin g 65 in 1991 w o u l d  

r e c e i v e  n o  A L B  w hatsoever , w h i l e  that same p e r s o n  w o u l d  receive a 

1991 A L B  of $222.61 u n d e r  the c o m m ittee bill, e v e n  if that p erson 

h a d  n e v e r  p a r t i c i p a t e d  in the annuity program. Thus, for similar 

total costs, and s u b s t a n t i a l l y  lower 2 1 st c e ntury costs, the 

c o m m ittee bi ll extends the benefits or the A L B  p r o g r a m  to many 

m o r e  A l a s k a n s .

M o s t  fund amentally, the committ ee b e l i e v e s  that there is a 

n e e d  for future state p a r t i c i p a t i o n  in the b u i l d i n g  of retirem ent 

s e c urity that is not r e c o g n i z e d  in the s t a i r s t e p p i n g  appro a c h  

standing alone. A p a r t  f r o m  the ALB, the p r i n c i p a l  form cf 

n o n - n e e d  b a s e d  a s s i s t a n c e  is, of course, S ocial Security. Yet 

A l a s k a ' s  e l d e r l y  r e ceiv e the same S ocial S e c u r i t y  pa yments as 

those w h o  r e s i d e  w h e r e  the cost of living is m u c h  lower. 

Moreover, A l a s k a  has a u n i q u e l y  h i g h  p e r c e n t a g e  of e l d e r l y  who 

are inelig i b l e  for S oc ial S e c urity b e c a u s e  of a lack of 

w a g e - e a r n i n g  history. Thus, in one area of the state -- 

N o r t h w e s t  A l a s k a  -- 6 6 % of the region's  e l d e r l y  r e p o r t e d  the ALB 

as their p r i n c i p a l  source of income.

As oil reven u e s  decline, and e c o nomic  a c t i v i t y  in the state 

becomes m o r e  uncertain, it is e n t i r e l y  p o s s i b l e  that the state's 

future e l d e r l y  w i l l  find themselves in a m o r e  p r e c a r i o u s  p o s i t i o n
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than today. And, at that point, the state -- for these same 

e c o n omic r e a s o n s  -- m a y  be u n a b l e  to help.

O n e  o b vious impact of a b o l i s h i n g  the A L B  p r o g r a m  through 

" s t a i r - s t e p p i n g "  is an incre a s e d  Old A g e  A s s i s t a n c e  case load. 

Certainly, w h e n  those n e a r  the p o v e r t y  line are d e n i e d  $250 per 

month, they w i l l  simply turn to the w e l f a r e  system, and the state 

w i l l  r e a l i z e  no net saving. Moreo v e r ,  and as d i s c u s s e d  

previously, m a n y  A L B  recip i e n t s  w h o  are a p p a r e n t l y  e l i g i b l e  for 

O A A  a n d  M e d i c a i d  h a v e  in fact n o t  a p p l i e d  for these benefits. 

Over the years, the A L B  p r o g r a m  has b e e n  d e f e n d e d  on the g r o u n d  

that it has e n a b l e d  m a n y  A l a s k a n  e l d e r l y  to r e m a i n  off the 

w e l f a r e  roles. S t a t i s t i c s  b e a r  this out, i n d i c a t i n g  that m a n y  of 

those A L B  r e c i p i e n t s  w h o  are eligible for O A A  and M e d i c a i d  have 

b e e n  able to r e m a i n  off these p rogram; b e c a u s e  of the bonus.

F o r  these reasons, s t a i r - s t e p p i n g  b y  icseli is also net 

b eing r e c o m m e n d e d  to the legislature.

O n  the o t h e r  hand, the p r i n c i p a l  a d v a n t a g e  of 

" s t a i r - s t e p p i n g "  is the p r o t e c t i o n  w h i c h  it affords those wTh o  are 

c u r r e n t l y  o n  the A L B  program, and w h o  h a v e  come to r ely on both 

the L o n g e v i t y  Bonus and the p e r m a n e n t  f u n d  d i v i d e n d  to sustain 

themselves; T h e  c o m m i t t e e  c o n c l u d e d  that forci ng Alaska's 

e x i sting e l d e r l y  to forego their P e r m a n e n t  F u n d  D i v i d e n d  in order 

to assure c o n t i n u e d  r e c e i p t  o f  the "tar get" L o n g e v i t y  Bonus might 

w o r k  a h a r d s h i p  on these older Alaska ns. As a result, the 

c o m m ittee d e c i d e d  to include in the b i l l  a so-call ed 

" g r a n d f a t h e r i n g "  p r o v i s i o n  w h i c h  allows those r e a c h i n g  age 65
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before 1986 to take their P e r m a n e n t  F u n d  D i v i d e n d  in c a s h  and 

still r e c e i v e  a full L o n g e v i t y  Bonus for the r e m a i n d e r  o f  their 

lives. The c o m m i t t e e  legislation, then, is i n t e n d e d  to b l e n d  the 

m o s t  s a l u t o r y  aspects of b o t h  an a n n u i t y  a p p r o a c h  and 

" s t a i r - s t e p p i n g . "

The v i r t u e  of a n  a n n u i t y  a p p r o a c h  is that it enables the 

state and e a c h  i n d i v i d u a l  A l a s k a n  to set aside funds n o w  for 

those p e r h aps m o r e  d i f f icul t years ahead. It is a p r o g r a m  

designed to s u b s t i t u t e  p r i v a t e  thrift for p u b l i c  largesse. The 

committee also b e l i e v e s  that the p e r m a n e n t  fund d i v i d e n d  is an 

a ppropriate  source of funds for the a n n u i t y  program. The p u rpose 

of the a n n u i t y  p r o g r a m  is m u c h  like the p u r p o s e  of the p e r m a n e n t  

fund itself. More over, one p u r p o s e  of the d i v i d e n d  p r o g r a m  -- to 

give each A l a s k a n  a stake in the m a n a g e m e n t  of the p e r m a n e n t  

fund -- w i l l  be e n h a n c e d  if Alaskans' r e t i r e m e n t  s e c u r i t y  is at 

least in part d e p e n d e n t  on w i s e  stewardship of that func.

M ajor F e a t u r e s .

1. F r o n t - l o a d i n g . The committ ee envisions that the 

legislature m a y  add a d d i t i o n a l  sums to i n d i v i d u a l  a n n u i t y  

accounts. U n d e r  " f r o n t - l o a d i n g , " a person- w i l l  r e c eive an 

annuity account credit g r e a t e r  -- and p e rhaps s u b s t a n t i a l l y  

greater -- than the a mount of cash he or she c ould h a v e  received. 

It is the c o m m i t t e e ' s  h o p e  that the l e g i s l a t u r e  w i l l  c o n sider 

f r o n t - l o a d i n g  for each of the p r o g ram' s first three years.
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The c o m m i t t e e  i n i t i a l l y  a n a l y z e d  the a n n u i t y  c o nce pt w i t h o u t  

f r o n t - l o a d i n g . E v e n  w i t h o u t  front-lo ading, a n n u i t y  p a y men ts 

e v e n t u a l l y  r e p l a c e  l o n g e v i t y  bonus p a y m e n t s  f r o m  the gener al 

fund. N o n e t h e l e s s ,  the c o m m i t t e e  f e a r e d  that b e c a u s e  a n nuity 

payment s w e r e  low in the e a r l y  years, those A l a s k a n s  w h o  are n o w  

near r e t i r e m e n t  age w o u l d  net p a r t i c i p a t e  in the program. 

Moreover, g e n e r a l  fund c o n t r i b u t i o n s  did not b e g i n  to see 

signif i c a n t  r e d u c t i o n s  for about 10 years.

F r o n t - l o a d i n g  p r o v i d e s  a s u b s t a n t i a l  i ncentive to 

i ndiv iduals to forego i m m e d i a t e  cash in favor of retir e m e n t  

security. W h i l e  it costs m o r e  in the initial years, that cost is 

incurred in y ears in w h i c h  oil re venues are e x p e c t e d  to r e m a i n  

high. M o r e o ver, g e n e r a l  f u n d  c o n t r i b u t i o n s  to the A L B  p r o g r a m

taper off rapidly. In ot her words, b e c a u s e  f r o n t - l o a d i n g  causes 

the m a x i m u m  p o s s i b l e  a n n u i t y  p a y m e n t  to increase, residual 

longevity bonus pay ments d e c r e a s e  m o r e  rapidly. Thus, dollars 

invested in e a r l y  years throug h f r o n t - l o a d i n g  r esult m  a 

decreas e in g e n e r a l  fund ob lig a t i o n s  in later years.

U n d e r  the c o m m i t t e e  bill, substa n t i a l  f r o n t - l o a d i n g  n o w  

w o u l d  a c t u a l l y  r esult in a n e t  savings over  the life of the ALB

p r o g r a m  -- at least in n o m i n a l  dollars. Thus, if $79 m i l l i o n

w e r e  a p p r o p r i a t e d  for f r o n t - l o a d i n g  over the next three years, 

that i n v e s t m e n t  w o u l d  r e s u l t  in a r e t u r n  of $82. m i l l i o n  in

r e d u c e d  A L B  p a y m e n t s  over the n e x t  25 years. In constant  1986 

dollars, the u l t i m a t e  cost of i n v e sting $79 m i l l i o n  n o w  is $30 

million.
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Ad d i t i o n a l l y ,  f r o n t - l o a d i n g  serves o t her imp ortant purposes 

w h i c h  the c o m m i t t e e  b e l i e v e s  w a r r a n t  the cost in constant

d o l l a r s :

(1) T h e  c o m m i t t e e  b i l l  w i l l  w o r k  o n l y  if A l a s k a n s  

participate. If th ey do not, A l a s k a ' s  future e l derly m a y  still 

p l a c e  demands on the genera l fund; and

(2) A  p r e m i u m  m a y  fairly be p l a c e d  on the current

a v a i l a b i l i t y  of funds. If $1.00 of g e n e r a l  funds f r o n t - l o a d e d  

n o w  returns 75c (in constant dollars) years hence, the fact that 

the general fund has that $ 1 . 0 0  now, but m a y  not have the 75c 

later, is of some relevance.

W h e t h e r  f r o n t - l o a d i n g  extends b e y o n d  the t h r e e - y e a r  p e r i o d  

e n v i s i o n e d  by the commi t t e e  depends on the a v a i l a b i l i t y  of funds, 

detual p a r t i c i p a t i o n  rates, and the p r o j e c t e d  rate ox r e t u r n  cn 

s ubsequent f r o n t - l o a d i n g  investments. If f r o n t - l o a d i n g  has 

s u c c e e d e d  in c r e a t i n g  s u b s t a n t i a l  partici pation, contin u a t i o n  

w o u l d  seem unn ecessary, since those A l a s k a n s  a l ready  in the 

an n u i t y  p r o g r a m  w o u l d  be u n l i k e l y  to drop out. O n  the other 

hand, if p a r t i c i p a t i o n  is low, the l egislat ure m a y  w i s h  no 

co n si der inducements other than front-loading.

The c o m m ittee settled on a f r o n t - l o a d i n g  concept w e i g h t e d  in

favor of older Alaskans. S e veral other  options w e r e  also 

considered. The first was a p e r - c a p i t a  c o n t r i b u t i o n  m a d e  to each 

A l a s k a n  who chose a n  a n n u i t y  credit. U n d e r  this option, the 

annuity accounts of those ne ar r e t i r e m e n t  age did not increase

en o u g h  to s u b s t a n t i a l l y  increa se the " m a x i m u m  p o s s i b l e  a n n u ity."



Thus, it did n o t  s i g n i f i c a n t l y  r e d u c e  l o n g - t e r m  g e n e r a l  fund 

obligations. Nor d i d  it satisfy  the goal of p r o v i d i n g  the

g r e a t e s t  ince ntives to those w h o  m a y  n e e d  t h e m  most.

To b e t t e r  a c c o m p l i s h  this goal, the c o m m ittee next

c o n s i d e r e d  a s t r aight $ 1 0  i n c r e m e n t a l  i n c r e a s e  in f r o n t - l o a d i n g  

b a s e d  on age: that is, p a r t i c i p a n t s  w o u l d  r e c e i v e  $ 1 0  for each

year that they w e r e  older than age 17 -- up to age 65. 9J  This

o p t i o n  p r o d u c e d  a b e t t e r  r e s u l t  in terms of r e d u c e d  g e nera l fund 

obligations, b ut it still did n o t  i n c rea se a n n u i t y  payme n t s  iast 

e n o u g h  to be a s i g n i f i c a n t  i n c e nti ve -- to older Alas k a n s  in 

p a r t i c u l a r  -- to p a r t i c i p a t e  in the program.

Finally, p r o j e c t i o n s  w e r e  run on the o p t i o n  e m b o d i e d  in the 

bill: p e r s o n s  18-34 years old w o u l d  r e c e i v e  a b a s e  amount of

fr o n t - l o a d i n g  in a d d i t i o n  to the d i v i d e n d  -- for example, $50.

T h o s e  over 34 w o u l d  r e c eive a p e r c e n t a g e  incr ease (for example,

10%) tor each ye ar of age over 34, up to age 65. Under  this

option, f r o n t - l o a d i n g  increases on a curve r a t h e r  than a straight 

line -- i n c r e a s i n g  d r a m a t i c a l l y  as an i n d i v i d u a l  approaches age 

65. Thus, a $50 base w i t h  10% p er yea r increases results in a 34

year old r e c e i v i n g  $50, a 50 y e a r  old $211, and a 64 year old

a p p r o x i m a t e l y  $800.

The i n c e nt ive to j o i n  the program, then, increases 

d r a m a t i c a l l y  as r e t i r e m e n t  age approaches. It is this aspect

9/ Thus, an 18 y e a r  o l d  w o u l d  r e c e i v e  $10, a 38 y e a r  ol d $210, 
and a 65 year old $480.
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w h i c h  is m o s t  a p p e a l i n g  to the committee, for the fol lowing 

r e a s o n s :

First, o l d e r  A l a s k a n s  are m o s t  in n e e d  of i ncentives to 

p a rticipat e. Because  initial a n n u i t y  p a y m e n t s  are small, m a n y

m a y  be t e m p t e d  to take a cash p a y m e n t  w h i c h  is larger than the

a n nua l a n n u i t y  w h i c h  it w i l l  yield. Then, y ears later, that

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

s h o r t - s i g h t e d  decision. On the o t h e r  hand, y o u n g e r  Alask a n s  n e e d  

not p a r t i c i p a t e  in the p r o g r a m  e v e r y  y e a r  in o rder  to b u i l d  a 

sizeable annuity. Based upon p r o j e c t i o n s  a v a i lable to the 

committee, a 47 year old (in 1986) w o u l d  be r e q u i r e d  to 

p a r t i c i p a t e  every year in o rder to achieve the target annuit y 

w h e n  he r e a ches 65 in the ye ar 2004 -- the year the A L B  p r o g r a m  

d i s a p p e a r s . R e c o g n i z i n g  that f i n a n c i a l  c i r c u m s t a n c e s  m a y  r e q uire 

a cash e l e c t i o n  in some years, and that some individuals m a y  be 

inelig i b l e  for a d i v i d e n d  in some years, the committee conclud ed 

that a d d i t i o n a l  incentives are a p p r o p r i a t e  b e g i n n i n g  at age 35 in 

order to help ensure that the m a x i m u m  p o s s i b l e  n u m b e r  of A l a s k a n s  

w i l l  a c h ieve the target annuity.

Second, w h i l e  older A l a s k a n s  w i l l  r e c ei ve m o r e  at the 

outset, the f r o n t - l o a d i n g  g i v e n  y o u n g e r  A l a s k a n s  w i l l  be i n v ested 

for a longer p e r i o d  of time. To the extent that the percen t a g e  

d i f f e r e n t i a l  is c o m m e n s u r a t e  w i t h  a c c o u n t  e a r n i n g s , the eventual 

r e t u r n  to b o t h  old a nd young w i l l  be quite similar.

- 2 1 -



Finally, this o p t i o n  a c t u a l l y  costs less in f r o n t - l o a d i n g  

dollars than the straight line a p p r o a c h  -- even though the 

n o w - e l d e r l y  receive  larger a m o u n t s .

T w o  a d d i t i o n a l  points r e g a r d i n g  f r o n t - l o a d i n g  w a r r a n t  note. 

First, and as d i s c u s s e d  earlier, u n d e r  the c o m m i ttee bill those 

w h o  r e a c h  age 65 b e f o r e  1986 do not p a r t i c i p a t e  in the a n nuity 

p r o g r a m  b e c a u s e  they are g u a r a n t e e d  a full l o n g e v i t y  bonus for

life. As a result, in 1985, there w i l l  be no fro nt- l o a d i n g  for

a ny indivi d u a l  over the age of 64. In future years, the 

i n c r e m e n t a l  increase in f r o n t - l o a d i n g  w i l l  end at age 65, and

those over age 65 w i l l  r e c e i v e  the same a mount of f r o n t - l o a d i n g  

as a 65-year-old.

Second, the c o m m i t t e e  bill e n v i sions that the source of 

f r o n t - l o a d i n g  funds m a y  be the earnings of the u n d i s t r i b u t e d  

income account of the A l a s k a  p e r m a n e n t  fund. In past years, 

p e r m a n e n t  fund e arnings have e x c e e d e d  the amount n e c e s s a r y  to pay 

dividends and i n f l a t i o n - p r o o f  the f u n d  itself. The r e s u l t i n g  

surplus comprises the u n d i s t r i b u t e d  income account, w h i c h  has a 

c u rre nt b a l ance of $557 million. T h a t  a c c ount itself yields 

annual earnings w h i c h  are g r eater than that n e c e s s a r y  to p r ovide  

f r o n t - l o a d i n g , and w h i c h  are a v a i l a b l e  for appropriation.

The committee c o n c l u d e d  that these earnings are an

a p p r o p r i a t e  source of funds for f r o n t - l o a d i n g  for one obvious 

reason: as w i t h  the basic struct ure of the a n nuit y p r o g r a m

itself, this aspect of the bill w i l l  devote current p e r m anent 

fund earnings in a m a n n e r  w h i c h  w i l l  s u b s t a n t i a l l y  d ecrease
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g e n e r a l  fu nd o b l i g a t i o n s  in later a n d  p e r h a p s  leaner y e a r s . Once 

again, however, o n l y  earnings are involved. It m u s t  be stres s e d  

that n o t h i n g  in the c o m m i t t e e  b i l l  in any w a y  impairs the 

i n t e g r i t y  of the p e r m a n e n t  fu nd itself.

2. T he 3% E s c a l a t o r .

Since the b e g i n n i n g  of the A L B  p r o g r a m  in 1972, the original 

$100 p a y m e n t  has been p e r i o d i c a l l y  i n c r e a s e d  to its current $250 

limit. W h i l e  that increase seems large, it has, in fact, r o ug hly 

kept p a c e  w i t h  inflation. If the A L B  is retained, the commi ttee 

b e l ieves that it is u n r e a s o n a b l e  to assume that no increase in 

the A L B  w i l l  ever be made. The p e r s i s t e n t  e r o s i o n  in the real 

v a l u e  of the A L B  w o u l d  at some p o i n t  b e c o m e  so severe that r elief  

w o u l d  be necessar y. For example, a s s u m i n g  a 6 /» i n f l ation rate, a 

$250 A L B  n o w  w i l l  be w o r t h  o n l y  $104 in 15 years.

T h e r e  are two wa ys of d e aling  w i t h  the g r adual e r o sion of 

the v a l u e  of the ALB. The first is to leave the p r o b l e m  to 

f u tur e legislatures. The s econd is the a p p r o a c h  taken in the 

c o m m ittee bill, w h i c h  p r o v i d e s  a m o d e s t  3% annual adjustment 

intend ed n o t  to p r e c i s e l y  k e e p  pace w i t h  inflation, but rather to 

p r o v i d e  c e r t a i n t y  in the a mount of the payment.

3. A d m i n i s t r a t i v e  Costs of the P r o g r a m . The c ommittee 

b i l l  p r o vides that the legisl a t u r e  m a y  a p p r o p r i a t e  funds from the 

a n nuity a c c o u n t  to p a y  the a d m i n i s t r a t i v e  costs of the a n n u i t y
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program. I_0/ Thus, the costs cf the p r o g r a m  w i l l  be b o r n e  b y  the 

a n n u i t y  p a r t i c i p a n t s ,  w h e t h e r  the funds are p r i v a t e l y  p l a c e d  or 

not.

Th e  b i l l  states that a d m i n i s t r a t i v e  costs w i l l  be " e q u i t a b l y  

alloca t e d "  a m o n g  a n n u i t y  accounts; it is the c o m m i t t e e’s intent 

that a n  e q u i t a b l e  a l l o c a t i o n  w i l l  take into a c c o u n t  such factors 

as n u mbers of p a r t i c i p a n t s ,  age, and r e l a t i v e  a c c o u n t  balances.

4. C h o i c e  of B e n e f i t s . M o s t  a n n u i t y  p r o g r a m s  offer 

p a r t i c i p a n t s  a c hoice  of options, such as j o i n t  and survivor 

benefits. The p r i m a r y  r e a s o n  for s u r vivor b e n e f i t s  in employmen t 

a n n u i t y  p r o g r a m s  is that among m a r r i e d  c o uples there is often 

only one w a g e  earner. S u r v i v o r  b e n e f i t s  are thus a v a i l a b l e  to 

insure that the d e p e n d e n t  spouse is n o t  left w i t h o u t  income. 

Since the a n n u i t y  p r o g r a m  is a v a i l a b l e  to b o t h  spouses, just as 

is the p r e s e n t  l o n g e v i t y  bonus program, the c o m m i t t e e  o p t e d  for 

s i m p l i c i t y  and did not include a choice of benefits. 1 1 /

5. S e t t i n g  the A m o u n t  of the L o n g e v i t y  Bonus P a y m e n t . 

S e c t i o n  8 of the b i l l  p r o v i d e s  that the l o n g e v i t y  bonus payment 

-- for those w h o  h a v e  not r e a c h e d  65 b e f o r e  1986 -- is d e t e r m i n e d  

b y  d e d u c t i n g  f r o m  that p a yment the m a x i m u m  p o s s i b l e  annuity

1 0 / If the states chooses to p l a c e  the funds w i t h  private 
carriers, any costs s h ift ed to the c a r r i e r  u n d e r  the contract 
w o u l d  also be p a i d  f r o m  the a n n u i t y  accounts.

1 1 / A  d e a t h  b e n e f i t  for those w h o  die p r i o r  to r e a c h i n g  age 65 
has b e e n  i n c l u d e d  in the S e nate State A f f a i r s  Comm ittee 
substi tute for SB 56.
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a v a i l a b l e  to a p e r s o n  who turns 65 in the year in question. The 

b i l l  u s e s  the a n n u i t y  a v a i lable to a 6 5 - y e a r - o l d  b e c a u s e  that 

a n n u i t y  is the s m a l l e s t  a v a i lable (among those w h o  h a v e  r e c e i v e d  

the m a x i m u m  p o s s i b l e  c r e d i t s ) . A 7 5 - y e a r - o l d  w i t h  the identical 

c o n t r i b u t i o n  of a 6 5 - y e a r - o l d  w i l l  r e c e i v e  a larger annuity 

b e c a u s e  his life e x p e c t a n c y  is shorter, a n d  his capi tal w i l l  be 

r e t u r n e d  faster. Thus, some A l a s k a n s  w i l l  r e c e i v e  m o r e  than the 

target a m oun t d u r i n g  the early years of the program, and no 

e l d e r l y  A l a s k a n s  (with full pa rticipation ) w i l l  r e c e i v e  less.

6 . R e s i d e n c y  Q u e s t i o n s . The b i l l  has n o  r e s i d e n c y  r e­

quire m e n t s  for r e c e i p t  of a n n u i t y  payments. P e r m a n e n t  fund 

d ividends are, of course, only a v a i l a b l e  to A.laska r e s i dents -- 

so that an i n d i v i d u a l  m u s t  be an A l a s k a n  to cont ri b u t e  to an 

a n n u i t y  account. 1 2 /

7. F e d e r a l  Income T a x  C o n s i d e r a t i o n s . Currently, b o t h  the 

p e r m a n e n t  fund dividend, and the ALB, are taxable as ordinar y 

income u n d e r  the Inter nal R e venue Code. The commi ttee e n g aged 

tax counsel to d e t e r m i n e  w h e t h e r  the r e s u l t  w o u l d  be any 

d i f f e r e n t  u n d e r  the c o m m ittee bill. Specificall y, the committe e 

a s k e d  w h e t h e r  a p e r s o n  w i l l  be taxable on the cash he could have 

r e c e i v e d  as a d i v i d e n d  e v e n  though, u n d e r  the n e w  program, he is 

only c r e d i t e d  w i t h  the right to r e c e i v e  a future annuity from the 

state. C o u nse l a d v i s e d  the c o m m i t t e e  that, b e c ause the annu ity

12 / The l o n g e vity bonus p r o g r a m  w i l l  still r e q uire that an 
individual be a o n e - y e a r  r e s i d e n t  to r e ceive a bonus.
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p r o g r a m  is unique, there is no legal p r e c e d e n t  w h i c h  p r o vides a 

defin i t e  answer.

B a s e d  on analogou s federal tax authori ties, tax counsel 

b e l ieves that a c r ucial f ac tor in d e t e r m i n i n g  w h e t h e r  or not an 

A l a s k a n  r e c e i v i n g  an a n n u i t y  c r e d i t  w i l l  a v o i d  c u rren t federal 

income t a x a t i o n  is the am ount w i t h  w h i c h  the legislature 

" f r o n t - l o a d s "  the a n n u i t y  credit in the ye ar the credit is 

granted. If the l e g i s l a t u r e  p r o v i d e s  a s u b s t a n t i a l  f r o n t - l o a d  to 

the a n nuity c r e d i t  for a p a r t i c u l a r  year, an A l a s k a n  r e c e i v i n g  a 

credit that year should not be s u b j e c t  to tax u n t i l  a n n u i t y  

payments are a c t u a l l y  m a d e  on retir e m e n t .  However, if the 

legis l a t u r e  p r o vide s little or no f r o n t - l o a d i n g  in a p a r t i c u l a r  

year, there w o u l d  be a s u b s t a n t i a l  r i s k  that those r e c e i v i n g  

annuity  credits w o u l d  be taxab le i m m e d i a t e l y  on the amount cl 

cash they c o u l d  have e l e c t e d  in lieu of the credit.

T a x  cou nsel also a d v i s e d  the c o m m i t t e e  that a v a i lable 

p r e c e d e n t  does not p r o v i d e  f i r m  g u i d a n c e  on the m i n i m u m  

f r o n t - l o a d  n e c e s s a r y  to support d e f e r r e d  tax treatment of a n n u i t y  

credits. T h e r e  is an e x a m p l e  in the IRS r e g u l a t i o n s  w h i c h  

suggest that a f r o n t - l o a d  of 25% or m o r e  of the a n nuity credit 

w o u l d  be sufficient; however, tax c o u n s e l  b e l i e v e s  that a lesser 

amount m a y  suffice. B e c ause of this u n c e r t a i n t y ,  tax couns el 

suggests that if the c o m m ittee p r o p o s a l  is enacted, it w t o uI q  be 

in the state's b e s t  int erest to o b t a i n  an a d v ance r u ling from the 

Internal R e v e n u e  S e rv ice on irhe question.
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The u n c e r t a i n t y  s u r r o u n d i n g  the tax status of a n n u i t y

credits, a n d  the sub sta n t i a l  r i s k  of taxabil ity w h e n

f r o n t - l o a d i n g  ends, did n o t  w e i g h  h e a v i l y  in the c ommittee 's

r e c o m m en dation. This is because, at worst, A l a s k a n s  w o u l d  be

r e q u i r e d  to p a y  taxes on the a mount of the d i v i d e n d  just as they

do now. Moreover, the committee saw its job as f i nding an

a l t e r n a t i v e  to the ALB p r o g r a m  w h i c h  m e t  the basic goals

e x p r e s s e d  in this report. It was not c h a r g e d  w i t h  simply f i n d i n g  

a tax shelter.

Finally, apart from the p o t e n t i a l  t a x a b i l i t y  of a p e r m a n e n t  

fund d i v i d e n d  c r e d i t e d  to a n  a n n u i t y  account, two f avorable tax 

aspects of the committee p r o p o s a l  s ho uld be mentioned:

1, A l l  interest i ncome c r e d i t e d  to indiviudal a n n u i t y

accounts would, under currexit IRS regulations, be taxable o n l y  as 

it is p a i d  out after r e a c h i n g  age 65; and

2. F r o n t - l o a d i n g  credits w o u l d  not be c u r r e n t l y  taxable.

8 . A n n u i t y  Credits A r e  Not a V e s t e d  R i g h t . The committee

bill p rovides that an ind iv i d u a l  does not r e c e i v e  a v e s t e d  or 

p r o p e r t y  right to an a n n u i t y  p a y m e n t  u n t i l  that p a y m e n t  is made. 

Funds m u s t  be a p p r o p r i a t e d  a n n u a l l y  by the legislatur e f r o m  the 

a n nuity a c c o u n t  to make  a n n u i t y  payments. A l t h o u g h  the clear 

l e g i s l a t i v e  intent of the b i l l  is to provid e a n n u i t y  payments to 

these who have  p a r t i c i p a t e d  in the program, the committee bill  

n e i t h e r  binds future legislature s n o r  creates a dedicated fund. 

Thus, the l e gislature m a y  l e g a l l y  a p p r o p r i a t e  a n n uity funds for 

any p ublic purpose. A n  i n d ividu al's right to an annuity p a y m e n t
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p r i o r  to d i s p e r s a l  is an u n f u nded, u n s e c u r e d  promise of the 

state. Thus, a future a n n u i t a n t  is in n o  b e t t e r  legal p o s i t i o n  

than any u n s e c u r e d  creditor o f  the state.

As a result, the b i l l  is s il ent w i t h  r e g ' r d  to the 

g a r n i s h m e n t  of a n n u i t y  credits. P r i o r  to a n n u i t y  payments, there 

is n o t h i n g  to g a r n i s h  or attach, n o r  a n y t h i n g  that can p r o p e r l y  

be r e g a r d e d  as "income" or a n  "asset."

9. P r o t e c t i o n  of A l a s k a ' s  E x i s t i n g  E l d e r l y . As n o t e d  

previously, persons  who r each the age of 65 b e f o r e  1986 w i l l  not 

be r e q u i r e d  to forego their p e r m a n e n t  fund d i v i d e n d  in o r d e r  to 

re c e i v e  a $250 per m o n t h  L o n g e v i t y  Bonus, i n f l a t e d  3% annually. 

T h e  c o m m i t t e e  decide d to i n t e grat e this aspect of 

' s t a i r - s t e p p i n g "  b e c a u s e  it c o n c l u d e d  that m a n y  r e t i r e d  A l a s k a n s  

have come to rely upo n b o t h  the A L B  and the permanent fund 

dividend, and -- since they a r e  n o w  r e t i r e d  -- w o u l d  be u n a b l e  to 

m a k e  adequate arrangements to m i t i g a t e  the i mpact  of an a b r u p t  

denial (or reduction) in e ither  payment.

U nder last session's H o u s e  bill, those w h o  h a d  reach ed the 

age of 6£  b e f o r e  1986 w o u l d  h a v e  r e c e i v e d  a full ALB for life, 

a l t h o u g h  the a mount of that bonus w o u l d  n o t  be increased in 

future years. The committee c o n s i d e r e d  a n d  r e j e c t e d  the o p t i o n  

of e x t e nding  this protec t i o n  to 6 0 - y e a r - o l d s  for three r e a s o n s :

1. A s s u m i n g  a r e t i r e m e n t  age of 65, those under that age 

wil-L have 1-5 years to make n e c e s s a r y  a r r a n g e m e n t s  to accomm o d a t e  

e i t h e r  the loss of a cash dividend, or i n c r e m e n t a l  reductions ir. 

the A L B  payment. Current retirees, on the o ther hand, h a v e
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little or no a b i l i t y  to alter their financial condition. Thus, 

w h i l e  any age group m i g h t  be said to h a v e  some "expec t a n c y "  to 

b o t h  an A L B  and a ca sh dividend, that "expe c t a n c y "  is more

immediate, and m o r e  critical, for e x i s t i n g  retirees;

2. E x e m p t i n g  6 0 -ye ar-olds f r o m  the A L B  r e d u c t i o n  of the 

committ ee b i l l  w o u l d  not simply p o s t p o n e  the i nevit able financial 

di s p a r i t y  b e t w e e n  two groups of A l a s k a n s  -- it w o u l d  aggrav ate 

it. U n d e r  the H o u s e  bill, the first r e d u c t i o n  in paym ents w o u l d  

occur in 1991. B e c a u s e  of the g r o w t h  in the " m a x i m u m  p o s sible 

annuity" b y  that time, the initial diff er e n c e  in m o n t h l y  ALB

payment s b e t w e e n  an e xe mpt recipient, and a n o n - e x e m p t  recipient

who did not forego his dividend, w o u l d  be $67.21 per month.

Conversely, u nder the c o m m ittee  bill, d i f f e r e n t i a l  pa yments w i l l  

begin in 1986, and w i l l  i n i t i a l l y  be $11.92 per month. The 

commit tee felt **hat if some s m aller d i f f e r e n t i a l  w e r e  felt 

immediately, the n e e d  to b e g i n  p a r t i c i p a t i o n  in the p r o g r a m  n o w  

w o u l d  be m o r e  a p p a rent to n o n - e x e m p t  recipients. In other  words, 

immediate " s t a i r - s t e p p i n g "  m a y  w e l l  e n c o urage h i g h e r  annuity 

partic ipation, w h i c h  in turn w i l l  re duce the actual d i f f e r e n t i a l  

treatment b e t w e e n  exempt and n o n - e x e m p t  recipients; and

3. The A L B  p r o g r a m  cannot go on forever. Indeed, it has 

b e e n  a goal of the c o m m ittee to develop a p r o p o s a l  w h i c n  phases 

out g e ner al fund o b l i g a t i o n s  n e a r  the turn of the c e ntury -- w h e n  

oil r evenues are p r e d i c t e d  to d r a m a t i c a l l y  decline. If the bill 

w e r e  to p r o t e c t  e x i s t i n g  60-year-olds, the committee projects 

that the state w o u l d  still be m a k i n g  g e n eral fund A L B  p ayments of
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$74.9 m i l l i o n  in the y e a r  2000, and g e neral fund o b ligat ions 

w o u l d  not e n d  u n t i l  the y e a r  2029. Moreover, e x t e n d i n g  the 

bill's p r o t e c t i o n  to 6 0 - y e a r - o l d s  w o u l d  cost an a d d i t i o n a l  $330 

m i l l i o n  o v e r  the life of the program. In d r awing the n e c e s s a r y  

divid i n g  line b e t w e e n  those w h o  can conti nue to r e c e i v e  the full 

benefits of e x i s t i n g  law, and these w h o  cannot, economic 

fe a s i b i l i t y  plays an a p p r o p r i a t e  role. For the reasons 

above-stated, the c o m m i t t e e  b e l i e v e s  that the line is best d r a m  

at age 65.

10. P o s s i b l e  P a r t i c i p a t i o n  R a t e s . The c o m m i t t e e  a t t e m p t e d  

to e s t imate likely p a r t i c i p a t i o n  rates for the legislation's 

annuity program. Currently, p a r t i c i p a t i o n  rates in certain 

v o l u n t a r y  e m p l o y e e  r e t i r e m e n t  plans e x c e e d  50%. T h e r e  are, 

however, dif fer e n c e s  b e t w e e n  those plans, and the a n n u i t y  p r o g r a m  

e s t a b l i s h e d  by the c o m m i t t e e ' s  bill. Under m o s t  e m p lo yee plans, 

c o n t r i b u t e d  funds can be w i t h d r a w n  u p o n  termination, or in case 

of sub st a n t i a l  hardship. U n d e r  the c o m m it tee bill, however, no 

benefits c a n  a c c r u e  u n t i l  retirement. A d d i t i o n a l l y ,  high 

p a r t i c i p a t i o n  rates in em plo y e e  plans are, in large part, a 

funct i o n  of i n t e nsive e d u c a t i o n a l  efforts w h i c h  cannot be 

d u p l i c a t e d  on a s t a t ewi de basis -- p a r t i c u l a r l y  in Alaska. 

Finally, p a r t i c i p a t i o n  rates for e m p l o y e e  plans m a y  be irrelevant 

in p r e d i c t i n g  p a r t i c i p a t i o n  b y  the jobless and v e r y  poor.

On the o ther hand, w i t h  front loading, m a t c h i n g  

c o n t ributions w h i c h  p a r t i c i p a n t s  r e c e i v e  m a y  be, at least for 

older Alaskans, s u b s t a n t i a l l y  m o r e  than typical m a t c h i n g  payments
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by employers. A d d i t i o n a l l y ,  u n d e r  any emplo y e e  plan, an employee 

m u s t  d e d i c a t e  a p o r t i o n  of his or her r e g u l a r  m o n t h l y  salary -- 

each d ollar of w h i c h  m a y  a l r e a d y  h a v e  b e e n  b u d g e t e d  for r e g u l a r  

family  needs. Th e p e r m a n e n t  fund dividend, on the o t h e r  hand, is 

an i r r e g u l a r  source of income  w h i c h  (for some A l a s kans ) is not a 

c o m p o n e n t  of the r e g u l a r  family budget, a nd h ence m o r e  r e a d i l y  

d i s p o s a b l e .

Gi v e n  these differences, and the u n i q u e  n a t u r e  of the 

a n n u i t y  p r o g r a m  e s t a b l i s h e d  by this bill, the c o m m i t t e e  does not 

b e l i e v e  that any m e a n i n g f u l  projection, or e v e n  r a n g e  of 

projections, can be provided.

If p a r t i c i p a t i o n  rates are v e r y  high, by the y e a r  2003 state 

Old Age A s s i s t a n c e  p a y ments m a y  be s u b s t a n t i a l l y  decreased. 

Indeed, it is c o n c e i v a b l e  that a successf ul a n n u i t y  p r o g r a m  could 

v i r t u a l l y  e l i m i n a t e  the n e e d  for old age w e l f a r e  payments. For 

example, by the y e a r  2010, ever y e l d e r l y  A l a s k a n  w h o  has fully 

p a r t i c i p a t e d  in the p r o g r a m  w i l l  be r e c e i v i n g  a m o n t h l y  a n nuity 

of $1,047.88.

On the othe r hand, if p a r t i c i p a t i o n  is v e r y  low, the state 

m a y  experi e n c e  i n c r e a s e d  o l d  age a s s i s t a n c e  o b l i g a t i o n s  as the 

re s id ual l o n g e v i t y  bonus phases  out.

The o nly w a y  to g u a r d  against future i ncreases in O A A  

c l i e n t e l e  is either  to m a i n t a i n  the e x i sting A L B  p r o g r a m  -- an 

o p t i o n  w h i c h  the c o m m ittee  beli eves is c o s t - p r o h i b i t i v e  -- or 

convert the A L B  i tse lf into a for m of welfare. O t h e r  options 

s t udi ed (including stairs tepping) w o u l d  not simply threaten, but
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inevit a b l y  lead to h i g h e r  O A A  ob ligations. The c o m m i t t e e  bill, 

on the other hand, offe rs A l a s k a ' s  f u ture e l d e r l y  at least the 

o p p o r t u n i t y  to u l t i m a t e l y  a v o i d  the n e e d  for OAA a s s i s t a n c e  -- an 

o p p o r t u n i t y  w h i c h  at least some A l a s k a n s  w i l l  accept. In other 

words, even w i t h  m o d e s t  levels of pa rticipation , the r esult w o u l d  

be  b e tter than u n d e r  " s t a i r - s t e p p i n g . "

11. Impact U p o n  E l i g i b i l i t y  For O l d  A g e  A s s i s t a n c e  and 

M e d i c a i d .

If an e l d e r l y  A l a s k a n  earns $586 or less p e r  month, he or 

she is e l i g i b l e  to r e c e i v e  federal S u p p l e m e n t a l  S e c u r i t y  Income 

a nd/or state O l d  A g e  A ss istance. Ther e are c u r r e n t l y  some 2,450 

e l d erly r e c e i v i n g  this assistance, a nd the averag e b e n e f i t  is 

$240 per month.

E l d erly w h o  are e l i gible  for O A A  are also e l i gible for 

Medicaid. M e d i c a i d  b e n e f i t s  are a c c e s s e d  by almost half of the 

OAA recipients, and the a v erage n o n - n u r s i n g  home b e n e f i t  is 

$2,500 per year

If an e l d e r l y  A l a s k a n  earns less than $900 per month, he or 

she is eligibl e for n u r s i n g  home ben efits u n d e r  Medicai d. These 

b enefits are s u b s t a n t i a l  -- a v e r a g i n g  $135 per day, or $50,000 

per year for each individual.

Un t i l  1984, and by v i r t u e  of a specific e x c l u s i o n  in federal 

law, A L B  payments did not count as "income" in d eter m i n i n g  

e l i g i b i l i t y  for SSI or Medicaid . See 42 U.S.C. 

§1982a(b)( 2 ) ( B ) . However, w h e n  the A L B  p r o g r a m  w a s  c h a n g e d  in
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1984, Con gress also a m e n d e d  the e x c l u s i o n  to p r o t e c t  o n l y  those 

w h o :

1. are 65 years of age on or b e f o r e  S e p t e m b e r  30, 1985;

and

2. hav e 25 years of continu ous r e s i d e n c y  in A l a s k a  by that

d a t e .

This change in f e dera l law has h a d  the f o l l owin g effe ct on 

the SSI, O A A  and M e d i c a i d  e l i g i b i l i t y  in Alaska:

1. Some 750 c u rrent r e c i p i e n t s  of OAA will e x p e r i e n c e  b

loss or r e d u c t i o n  in b e n e f i t s  b e c a u s e  they are n o w  e l i g i b l e  to

r e cei ve the ALB, but fall o u t side the a m e n d e d  federal exclusion. 

These i n dividuals  have not, however, s u f fered a net loss in cash 

benefits, since A L B  p a y m e n t s  have m e r e l y  r e p l a c e d  p revious 

OA A/SSI payments. W h i l e  these indivi duals are the s u bject  of 

discrimi nation, since they cannot r e t a i n  b o t h  their A L B  and their 

previous O A A /SSI b e n e f i t s  (as can long-time Alaskans), that 

d i s c r i m i n a t i o n  is s olely the product of federal law. If the 

state u n d e r t o o k  to cure this d i s c r i m i n a t i o n  by r e p l a c i n g  lost 

fe deral SSI benefits, $1.4 m i l l i o n  w o u l d  be r e q u i r e d  for FY 1986.

2. Some 314 of the 750 a f f e c t e d  O A A / S S I  r e c i p i e n t s  will

also lose n o n - n u r s i n g  h o m e  M e d i c a i d  coverage -- a b e n e f i t  w h i c h

averages $2,500 p e r  year. This is a s u bstantia l loss w h i c h  is 

not c o m p e n s a t e d  for b y  the A L B  program. The a mount of lost 

federal M e d i c a i d  b e n e f i t s  to these 314 indivi duals is only 

$413,847 for FY 1986. The state c ou ld t herefore compenscit_e for 

these lost federal b e n e f i t s  at r e l a t i v e l y  small cost.
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3. The m o s t  s u b s t a n t i a l  impact of the re cent f e deral law 

change is u p o n  n u r s i n g  hom e patients. 36 e l derly A l a s k a n s  who 

are currently in n u r s i n g  homes m a y  lose t heir M e d i c a i d  n u r s i n g  

home coverage as a result of this change. To pay these 

individuals' n u r s i n g  home costs e n t i r e l y  t h rough state funds 

w o u l d  require a $720,000 a d d i t i o n a l  a p p r o p r i a t i o n  in FY 1986.

The committee bil l n e i t h e r  allevi a t e s  nor a g g r e v a t e s  the 

problems a s s o c i a t e d  w i t h  O A A / S S I  b e nefit reducti ons, or 

reduct ions in n o n - n u r s i n g  home M e d i c a i d  payments. Unless the 

legislature w e r e  to adopt a n e e d s - b a s e d  A L B  program, v i r t u a l l y  

any option w h i c h  the l e g i s l a t u r e  m i g h t  chose w o u l d  leave the 

a f f e c t e d  elderly in the same p o s i t i o n  as u n d e r  current law. 1 3 /

The committe e p r o p o s a l  would, however, p r o b a b l y  b e nefit 

e x i s t i n g  n u r s i n g  home residents. U n d e r  the bill, p e rsons 

r e s iding in a n u r s i n g  home are ineligible to receive the ALB. 

This exclusion, the c o m m i t t e e  believes, is co nsis t e n t  w i t h  and 

furthers the intent of the A L B  program. Its effect is to benef-'t 

existing n u r sing home residen ts who w i l l  lose access to the S250 

a m o n t h  ALB, but at the same time w i l l  r etain their e l i g i b i l i t y  

for $50,000 p e r  y e a r  n u r s i n g  home payments.

1 3 / Und er current federal law, p a y men ts w h i c h  are p r e d i c a t e d  on 
n e e d  are not c o u nted  as "income" for federal a s s i s t a n c e  purposes. 
Thus, the means test p r o p o s a l  d i s c u s s e d  earlie r m a y  a void the 
problem s d i s c u s s e d  in this s e c t i o n  -- a s s uming that fede ral 
officia ls w e r e  w i l l i n g  to treat a $25,000 income limit as truely 
d i f f e r e n t i a t i n g  the "needy" from the "non-needy."
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12. Costs of V a riou s A L B  A l t e r n a t i v e s . The com mittee has 

e s t i m a t e d  the costs of vari ous alternatives. A l t h o u g h  p o p u l a t i o n  

figures (and hence p r o g r a m  costs) in future  years are d i f f icult 

to predict, several of the a l t e r n a t i v e s  studied -- i n c l ud ing the 

s t a i r - s t e p p i n g  a p p r o a c h  and the means  test prop osal -- e n v i s i o n  

general fund ex pend i t u r e s  w e l l  into the next century. The 

committee felt that it was p a r t i c u l a r l y  important to at least 

estimate costs b eyo nd the year 2000 for two reasons.

First, it has b e e n  a goal of the committee to develop a 

p r o g r a m  w h i c h  p h a ses out g e n e r a l  obliga t i o n s  after the turn of 

the cen cury -- w h e n  oil r e v enues are p r o j e c t e d  to d r a m a t i c a l l y  

decline. E s t i m a t i n g  p o s t - 2 0 0 0  e x pend itures is thus p a r t i c u l a r l y  

i m p o r t a n t .

Second, some options e n v i s i o n  h igh er immediate investment  in 

return for lower long teim obligations. Others involve small er 

n e a r - t e r m  expend i t u r e s  -- an attrib ute w h i c h  is paid for in the 

years to come. A  fair comparison, then, can only be m a d e  by 

looking at total e x p e n d i t u r e s  over the life of each alternative.

Chart 1 indicates the costs of m a k i n g  con tinued A L B  payments 

u n d e r  four a lternatives. This chart assumes that -- w h a t e v e r  

p r o g r a m  is c hosen -- an e s c a l a t i o n  in the ALB p a y m e n t  w i l l  be 

m a d e  as the years go by. As the chart indicates, the cost of 

contin uing the current, e x p a n d e d  ALB p r o g r a m  is prohibitive. The 

s e c o n d  option, the " A n nuity P r o g r a m , "  reflects the c o m m ittee bill 

w i t h o u t  g r a n d f a t h e r i n g  A l a s k a ' s  exist i n g  elderly. U n d e r  this
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option, in order to r e c e i v e  the target amount, e x i s t i n g  e l d e r l y  

w o u l d  be r e q u i r e d  to forego their p e r m a n e n t  fund d i v i d e n d s .

The third o p t i o n  -- the " A n n u i t y  P r o g r a m  w / 1 9 8 6  

Stairs tep" -- reflects the A L B  costs of the c o m m i t t e e  bill 

itself. The " S t a i r s t e p "  a p p r o a c h  r e fers to last sess ion's 

legislation, w h i c h  w o u l d  b e g i n  s t a i r - s t e p p i n g  in FY 1991. 

Finally, p r o j e c t i o n s  on the m e a n s  test p r o p o s a l  w h i c h  assume 

e s c a l a t i o n  have not b e e n  run.

A s s u m i n g  that the l e g i s l a t u r e  provi d e s  a 3 1 per a n n u m  

i n c rease in the A L B  payment, the A L B  costs of the options 

c o n s i d e r e d  are as follows:

Chart 1

A L B  COSTS T H R O U G H  2034 
W I T H  3 Z E S C A L A T O R  (in millions)

N o minal $ C o n stant $ P r e s e n t
Value 14/

Current  L a w 13,087 2,501 .1,393
496A n n u i t y  P r o g r a m 964 605

A n n u i t y  P r o g r a m
w / 1 9 8 6  S tairstep 1,290 735 584

Stairs tep 1,455 745 577
M eans Test N / A N / A N / A

14/ The term " N o minal $" is self-expla natory. The term 
C o n s t a n t  $" refers to costs e x p r e s s e d  in 19S6 dollars 
a s s u m i n g  6% annual inflation. The term "Pres e n t  V a l u e "  refers to 
the amoun t of m o n e y  which, if i n v e s t e d  now, w o u l d  e n d o w  the 
v a rious options t h ro ugh the d u r a t i o n  of each.
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Conversely, if the l e g i s l a t u r e  h e l d  the amount of the ALB 

constant over the years i n s t e a d  of p r o v i d i n g  a r e g u l a t o r  

escalator, the A L B  costs of the o p t i o n  w o u l d  be:

C h a r t  2

A L B  COSTS T H R O U G H  FY 2034 
W I T H O U T  E S C A L A T I O N  (in millions)

No minal $ Co n s t a n t  $ P r e s e n t  Value

Current L a w  
A n n u i t y  P r o g r a m  
A n n u i t y  P r o g r a m

5,419
619

1,391
432

880
369

w / 1 9 8 6  Stairstep 
Stairstep 
Means Test

864
1,040
3,199

539
586

945.9

444
470

634.5

In a d d i t i o n  to the g e ne ral f u n d  costs of (1) c o n t i n u i n g  the

current A L B  for e x i st ing rec ipients, and (2) p r o v i d i n g  a

g r a d u a l l y  r e d u c e d  A L B  for n e w  recipients, the c.onmictee bill 

e nvisions that individual a n n u i t y  acc ounts w i l l  be "front loaded" 

w i t h  funds drawn from the earnings of the u n d i s t r i b u t e d  income 

account  of the A l a s k a  p e r m a n e n t  fund.

E s t i m a t i n g  the costs of " front loading" is a three step 

process. First, the c o m m ittee  a s s u m e d  that the l e g i s l a t u r e  w o u l d  

p r ovi de s uffici ent front loading to a l l o w  those 35 and y o u n g e r  to 

receive a $50 base supplement, a n d  those over 35 to r e c e i v e  a

suppleme nt w h i c h  is i r c r ea sed 10% for each y ear of age up to 65.

Second, the committ ee a s s u m e d  that p a r t i c i p a t i o n  rates w o u l d  be 

v e r y  low in y o u n g e r  Alaskans, and e x t r e m e l y  h i g h  for those older 

A l a s k a n s  r e c e i v i n g  the g r e a t e s t  front-loading. The cost of 

"front load paymen ts" under those a s s u m p t i o n s  -- w i t h  and w i t h o u t
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the g r a n d f a t h e r i n g  of e x i s t i n g  r e c i p i e n t s  are r e f l e c t e d  in

C hart 3.

Finally, the e f fect  of front loading is to m o r e  r a p i d l y

r e d u c e  the "targe t" ALB, and h e n c e  r e duce g e n e r a l  fund

obligations. Thus, the n e t  cost of any front l o ading m u s t  be

offset by "ALB savin gs," w h i c h  are also r e f l e c t e d  in Chart 3:

C hart 3

E F F E C T  OF 3 -YEA R F R O N T  L O A D I N G  
(in millions)

N o m i n a l  $ C o n s t a n t  $ P r e s e n t  V alue

A n n u i t y  P r o g r a m  (3% Esc.)

F r o n t - L o a d  Payments 113 101 96
(ALB Savings) (126) (69) (31)

Net Cost (Savings) (13) 32 65

A n n u i t y  P r o g r a m  (No Esc.)

F r o n t - L o a d  Payments 113 101 96
(ALB Savings) (91) (57) (46)

Net Cost (Savings) 22 44 5C

A n n u i t y  & 1986 S t a i r s t e p  (3% Esc.)

F r o n t - L o a d  P a y m e n t s  79 71 67
(ALB Savings) (82) (41) (31)

Ne t  Cost (Savings) (3) 30 36

A n n u i t y  & 1986 S t a i r s t e p  (No Esc.)

F r o n t - L o a d  P a y ment s 79 71 56
(ALB Savings) (56) (30) (23)

Net Cost Savings 23 41 44

The net costs (or savings) of front loading for any 

p a r t i c u l a r  p r o g r a m  can then be a d d e d  (or subtracted) f r o m  the 

ap p r o p r i a t e  c olumn of Charts 1-2. F r o m  that exercise, it is
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a p p arent that front l o ading  does n o t  m a t e r i a l l y  a ffect the cost 

r a n k i n g  of any of the o p ti ons considered.

Finally, u n d e r  stair-s tepping, < ' .se w h o  do not r e a c h  age 65 

b y  FY 1990 w i l l  r e cei ve no l o n g e v i t y  bonus. Of t h o s e  w h o  are 

d e n i e d  the bonus in the future, a p o r t i o n  w i l l  a p p l y  for state 

O l d  \ge A s sis tance. As n o t e d  previously, a n u m b e r  of c u rrent  ALB 

recipi e n t s  are a p p a r e n t l y  e l i g i b l e  for O A A  and M e d i c a i d  but have  

n ot a p p l i e d  b e c a u s e  of the bonus. T h e r e  is thus a segment of 

A l a s k a ' s  e l d e r l y  w h o  are n o w  e l i gib le for O A A  and M e d i caid, and 

w h o  m i g h t  a pply  for b e n e f i t s  u n d e r  those p r o g r a m s  if the A L B  were 

denied.

It is d i f f icult to p r e d i c t  the n u m b e r  of e l d e r l y  w h o  w o u l d  

a c t u a l l y  turn to state w e l f a r e  a s s i s t a n c e  if and w h e n  the ALE 

p r o g r a m  w e r e  terminated. Currently, one out of e very 2.65 

i n c o m e - e l i g i b l e  A L B  r e c i p i e n t s  a c t u a l l y  a p plies  for OAA. Under 

the " moderate low" scenari o of Chart 4, one h a l f  of those elderly 

w o u l d  apply for OAA. U n d e r  the " m o d e r a t e  high" scenario, 

t wo-thirds of the e l i g i b l e  e l d e r l y  w o u l d  a p p l y  for assis t a n c e  

once the bonus p r o g r a m  w e r e  terminated. C u m u l a t i v e  costs, 15/ 

in i n c r eas ed O A A  and M e d i c a i d  benefits, t h rough the y e a r  2010 

u n d e r  these two scenarios are as follows:

1 5 / The cost estima tes in Chart 4 s hould be v i e w e d  as 
s u b s t a n t i a l l y  e q i v a l e n t  to constant 1986 d o llar estimates. 
A l t h o u g h  they are t e c h n i c a l l y  n o m i n a l  dollars, they a ssume no 
increase in O A A  or M e d i c a i d  b e n efits as the years go by. If one 
assumes that O A A  and M e d i c a i d  b e n efi ts keep close p a c e  w i t h  
inflation, these estimates w o u l d  then b e t t e r  r e f l e c t  constant
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Chart 4

I N C R EASED  O A A / M E D I C A I D  COSTS T H R O U G H  2010 
(in millions)

M o d e r a t e  L o w  M o d e r a t e  H i g h

81.3 150.2

It is possi ble that i n c r e a s e d  O A A  costs w o u l d  also result 

from the c o m m itt ee bill. Although, u n d e r  the bill, the A L B  is 

g r a d u a l l y  p h a s e d  out, r a t h e r  than a b r u p t l y  terminated, those n e w  

elderly w h o  have not p a r t i c i p a t e d  in the a n n u i t y  p r o g r a m  n a y  

e v e n t u a l l y  find themselves in n e e d  of w e l f a r e  assistance. The 

degree of that problem, of course, is a f u n c t i o n  of p a r t i c i p a t i o n  

rates -- w h i c h  are d i f f i c u l t  to determine. However, b e c a u s e  -- 

u n d e r  the committ ee bill -- the A L B  is p h a s e d  cut, r ather than 

a b r u ptly terminated, 16/ and b e c a u s e  a p o r t i o n  of Alask a ' s  

p o p u l a t i o n  w i l l  p a r t i c i p a t e  in the a n n uity program, the committee 

believe s that -- even w i t h  low p a r t i c i p a t i o n  rates -- the impact 

of the bill jld age a s s i s t a n c e  p r o g r a m s  is likely to be less

severe than under the s t a i r s t e p p i n g  approach.

Finally, the commit tee looked at the cost of v a rious options 

c ter 19S9. As n oted previously, it has b e e n  a goal of the

dollar costs.

!->/ Thus u nder stairstepping, a p e r s o n  turning 65 in 1991 w o u l d
receive  no ALB whatsoe ver. On the other hand, un der the
commit tee bill, a p e r s o n  turning 65 in 1991, and who has not
p a r t i c i p a t e d  in the a n n u i t y  program, w i l l  still r e cei ve a
longevity bonus of $222.61 per month.
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committee to develop a l o n g evi ty bonus p r o g r a m  in w h i c h  gener al 

fund obli ga t i o n s  w o u l d  be m i n i m i z e d  as oil revenues declined. 

Chart 5 indicates the cost of stairstepping, the m e a n s  test 

p r o p o s a l  and the a n n u i t y  p r o g r a m  w i t h  and w i t h o u t  stairstepping, 

w h i c h  w o u l d  be i n c u r r e d  in the 21st century:

Chart 5

COSTS IN CUR R E D  A F T E R  Y E A R  199?
(in millions: N o minal $)

3% E s c a l a t i o n
A n n u i t y  P r o g r a m  69.9
A n n u i t y  P r o g r a m

w / 1 9 8 6  S t a i rstep 285.3
Stairstep 588.3
Means Test N / A

No E s c a l a t i o n
A n n u i t y  P r o g r a m  0
A n n u i t y  P r o g r a m

w /198 6 S t a i r s t e p  1 2 8 . A
Stairstep 291
M eans Test 2,486.2

The Benef it Co ncept's P r o p o s a l

The c o m m itte e i n v e s t i g a t e d  an a p p r o a c h  proposed by Benefit 

Concepts, Inc. and K i d d e r  P e a b o d y  & Co., Inc. The p r o p o s a l  is 

e s s e n t i a l l y  an investment p r o g r a m  for e n d o w i n g  the longevit y 

bonus program. That is, a s ubstant ial inves tment (approximately 

$350 million) w o u l d  be m a d e  in the initial years of the program, 

and the r e t u r n  from that investment is e s t i m a t e d  to be s ufficient
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to m a k e  the decli n i n g  longe vity bonus p a y ments r e q u i r e d  u n d e r  the 

committee's a n n u i t y  approach. 1 7 /

B e nef it Concepts proposes that the state invest in single

p r e m i u m  w h o l e  life i nsurance p o l i c i e s  (SPL's) t aken out on

A l a s k a ' s  elderly. The state w o u l d  be the owner a n d  b e n e f i c i a r y  

of the policies. Benefit Concepts' p r o j e c t i o n s  i ndicate that 

this type of i nvestment w o u l d  be sup er i o r  to other options w h i c h  

they b e l i e v e  w o u l d  be a p p r o p r i a t e  for such an i n v e s t m e n t  plan, 

such as g u a r a n t e e d  investmen t c ontracts (GIC's), corpo r a t e  bends 

or g o v e r n m e n t  securities.

The B e n e f i t  Concepts p r o p o s a l  was  a n a l y z e d  by the actuarial 

firm of J o h n s o n  & Higgins at the commit t e e ' s  request. That firm 

c o n c l u d e d  that (1) the costs of the p r o g r a m  m a y  be u n d e r s t a t e d  

w h e n  c o m p a r e d  w i t h  data u s e d  by OMB (see footnote); (2) shouic 

the state consi d e r  "endowing" the A L B  program, it should not

limit its choices to the low r i s k  a l t e r n a t i v e s  c o n s i d e r e d  by

1 7 / Subjec t to a v a i la ble funds, the state c o uld "endow" t?,ny 
p r o g r a m  by inves t i n g  e n o u g h  cash to p r oduce the r e v e n u e  to pay 
the costs of the program. Indeed, the concep t of ''endowment" is 
implicit in the "present v alue" c a l c u l a t i o n s  m a d e  b y  the O ffice 
of M a n a g e m e n t  and Budget for the l o n g e v i t y  bonus alte rnatives 
analyzed. Tw o points deserve attention. First, in o rder to 
av o i d  d e d i c a t e d  fund problems, the income f r o m  any such 
invest m e n t  w o u l d  be d e p o s i t e d  in the genera l fund, and subject to 
annual  a p p r o p r i a t i o n  to pay p r o g r a m  costs. Second, the 
assumptions u s e d  b y  Be nefits C o n cep ts in m a k i n g  their cost 
estimates differ in two important r e s pects f r o m  the a ssumptions 
used b y  OMB. B e nefit Concepts u s e d  d i f f erent  p o p u l a t i o n  
projections, and a s s u m e d  a d i f f e r e n t  interest environment. Both 
these d iffere nces u n d e r s t a t e  the cost of their propo s a l  w h e n  
co m p a r e d  w i t h  programs u s i n g  O MB estimates. The committee, 
therefore, cautions again st direct cost comparisons.
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Benefit Concepts, but s hould also e x am ine oth er i n v e s t m e n t  

options; and (3) the p r i m a r y  a d v a n t a g e  of the SPL a p p r o a c h  over 

other low r i s k  i n ves tments is the s u b s t a n t i a l  tax advan t a g e  

a v a i l a b l e  to some i n s u r a n c e  compa nies in p r o v i d i n g  this type of 

policy. T h e s e  tax a d v a n t a g e s  are u n d e r  s c r u t i n y  b y  the federal 

T r e a s u r y  Depart ment, and could w e l l  be e l i m i n a t e d  t h r ough 

re v i sions to the Inter n a l  R e v e n u e  Code in the n e a r  future. It 

w o u l d  be likely that an i n s u ra nce c o m p a n y  w o u l d  insist on p a s sing 

any tax changes t h rough to the p o l i c y  holder, thus r e m o v i n g  the 

a d v a n t a g e  of this type of investment.

The c o m m i t t e e  is u n a b l e  to m a k e  a f i r m  r e c o m m e n d a t i o n  

r e g a r d i n g  this p r o p o s a l  to the l e g i s l a t u r e  but b e l ieves that the 

concept m a y  w a r r a n t  f u rther  c o n s i d e r a t i o n  by the state's 

f i n a ncial e x p e r t s .

The A l a s k a  P i o n e e r s ' Home

On J u l y  30, 1984, G o v e r n o r  S h e f f i e l d  r e q u e s t e d  the committee 

to co nsider e x p a n d i n g  its i n quiry to include A l a s k a ' s  Pioneers' 

Ho m e  Program. B e cause of time constraints, and the fact that the 

commi t t e e  d e v e l o p e d  an a l t e r n a t i v e  to the A L B  p r o g r a m  w h i c h  has 

no a p p l i c a t i o n  to the Pioneers' Home, the c o m m itt ee w a s  u n a b l e  to 

c o n sider a l t e r n a t i v e s  to this p r o g r a m  in any depth.

The committee, however, shares G o v e r n o r  S h e f f i e l d ' s  concerns 

over the program. U n d e r  AS 47.25.030, an i n d i v i d u a l  m u s t  have 

r e s i d e d  in A l a s k a  for 15 c o n s e c u t i v e  years, or 30 total years, in
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order to be e l i g i b l e  for a d m i s s i o n  to the homes. Plainly, that 

r e q u i r e m e n t  raises s u b s t a n t i a l  c o n s t i t u t i o n a l  questions.

To date, no one has f i l e d  suit o v e r  the Pioneers' Home 

e l i g i b i l i t y  require ments. It is this c o m m i t t e e ' s  r e c o m m e n d a t i o n  

that the l e g i s l a t u r e  d e velop a n d  c o n s i d e r  a l t e r n a t i v e s  to the 

ex i s t i n g  r e s i d e n c y  r e q u i r e m e n t s  d u ring this session. The 

p r e s s u r e  a n d  t e n s i o n  c r e a t e d  by the Vest l i t i g a t i o n  has m a d e  it 

m o r e  difficult, over the past 2% years, to d e v e l o p  a sound 

r e p l a c e m e n t  for the A L B  program. That e x p e r i e n c e  n e e d  not, and 

s h oul d not be r e p e a t e d  for the P i o n e e r s ' H o m e s .

One a l t e r n a t i v e  for r e p l a c i n g  the c u r r e n t  r e s i d e n c y  

re q u i r e m e n t s  w a r r a n t s  note. The le gisl a t u r e  m a y  w i s h  to develop 

a p o i n t  s y s t e m  that w o u l d  d e t e r m i n e  e l i g i b i l i t y  for Pioneers' 

Home a d m i s s i o n  b a s e d  u p o n  the h a r d s h i p  that w o u l d  be su ffered if 

the a p p l i c a n t  w e r e  f o rced to seek h o u s i n g  out of state. L o c atio n 

of home, family and friends w o u l d  all be r e l e v a n t  to assessing 

that hardship; yet h a r d  and fast r e s i d e n c y  rules w o u l d  be 

avoided.

Co n c l u s i o n

The u n d e r s i g n e d  m e m b e r s  of the c o m m i t t e e  r e s p e c t f u l l y  

r e c o m m e n d  that the legisl a t u r e  c o n si der and enact the ann uity
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IN T H E  ________________________________  BY ________________

________ B I L L  NO.

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

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

A BIL L

For an A c t  entitled: ""An A ct a m e n d i n g  the longevity 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  p r o g r a m  in o r der to e s t a b l i s h  

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

d a t e . "

BE IT E N A C T E D  BY  T HE L E G I S L A T U R E  OF  T HE S T A T E  OF ALASKA;

* S e c t i o n  1. F I N D I N G S  A ND PURPOSE. The l e g i s lature finds and d e c l a r e s  

that

(1) 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  the l o n g evity b o n u s  

program. However, as o il r e s erves d e c l i n e  o ver the years, it w i l l  b e c o m e  

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

p r o g r a m  t h r ough the g e n e r a l  fund. As a result, that p r o g r a m  must be p h a s e d  

out over the years;

(2) it is a p p r o p r i a t e  that i n d i v i d u a l s  save for their own r e t i r e­

ment, and it is a lso a p p r o p r i a t e  that the state e s t a b l i s h  bot h  m e a n s  a nd 

i n c e ntives for A l a s k a  r e s idents to set aside r e t i r e m e n t  funds. A c c o r d i n g­

ly, it is a p u r p o s e  of this leg i s l a t i o n  to create an a n n u i t y  program, a nd 

to en c o u r a g e  A l a s k a n s  to p a r t i c i p a t e  in t hat p r o g r a m  by a u t h o r i z i n g  g e n e r a l  

fund s u p p l ements w h i c h  w o u l d  resu l t  in a n n u i t y  p a y m e n t s  w h i c h  are larger 

than an i n d i vidual c o u l d  e arn t h r ough p r i v a t e  inv e s t m e n t  of the p e r m a n e n t  

fund dividend;

(3) m a n y  r e t i r e d  A l a s k a n s  have m a d e  their r e t i r e m e n t  p l a n s  in 

re l i a n c e  on the a v a i l a b i l i t y  of b oth the e x i s t i n g  l o n g evity bonus a nd the 

p e r m a n e n t  fund dividend. A c c o r dingly, the l e g i slature finds that it is 

a p p r o p r i a t e  to c o n t i n u e  bot h  those p r o g r a m s  for these individuals;
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(4) the m o a t  s u i t a b l e  s o u r c e  of  f u nds for t he a n n u i t y  p r o g r a m  

c r e a t e d  by t his A c t  are t h o s e  p e r m a n e n t  fun d  e a r n i n g s  c u r r e n t l y  d i s t r i b u t e d  

as d i v i d e n d s .  T h i s  A c t  a p p l i e s  t he a n n u a l  p e r m a n e n t  f und d i v i d e n d  of 

y o u n g e r  A l a s k a n s  to a n n u i t y  a c c o u n t s  u n l e s s  the i n d i v i d u a l  a l t e r n a t i v e l y  

e l e c t s  to r e c e i v e  cash. In so doin g ,  this A c t  w i l l  p r o m o t e  w i s e  

s t e w a r d s h i p  of the p e r m a n e n t  fun d  by g i v i n g  e a c h  p a r t i c i p a n t  a d i r e c t  

f i n a n c i a l  s t ake in its l o n g - t e r m  p r o f i t a b i l i t y ;  and

(5) n e i t h e r  the l o n g e v i t y  b o n u s  p r o g r a m ,  nor the a n n u i t y  p r o g r a m ,  

s h o u l d  be v i e w e d  as a for m  of w e l f a r e .  O t h e r  state a nd f e d e r a l  p r o g r a m s

a re a v a i l a b l e  to m e e t  t he b a sic n e c e s s i t i e s  of life, and a m o u n t s  r e c e i v e d

by a ny i n d i v i d u a l  u n d e r  this A ct a re n ot c a l c u l a t e d  on  the b a s i s  of need.

* Sec. 2. AS 4 3 . 2 3 . 0 0 5  is a m e n d e d  to read:

(c) A  parent, gu a r d i a n ,  or  o t h e r  a u t h o r i z e d  r e p r e s e n t a t i v e  m a y  

c l a i m  a p e r m a n e n t  fund d i v i d e n d  o n  b e h a l f  of an u n e m a n c i p a t e d  m i n o r  or 

on b e h a l f  of an i n c o m p e t e n t  i n d i v i d u a l  w h o  is e l i g i b l e  to r e c e i v e  a 

d i v i d e n d  fPAYMENT) u n d e r  this section.

* Sec. 3. AS 4 3 . 2 3 . 0 0 5  is a m e n d e d  by a d d i n g  a n ew s u b s e c t i o n  to read:

(d) A  p e r s o n  w h o  is e l i g i b l e  to r e c e i v e  a p e r m a n e n t  fund d i v i­

de n d  u n d e r  this section, or  w h o  is a u t h o r i z e d  to c l a i m  a d i v i d e n d  on  

b e h a l f  of  a n o t h e r  u n d e r  (c) o f  this section, m a y  e l e c t  to r e c e i v e  cas h  

in lieu o f  an a n n u i t y  share. A l t e r n a t i v e l y ,  a p e r s o n  m a y  e l e c t  to 

r e c e i v e  n o t  less tha n  25 p e r c e n t  o f  hi s  d i v i d e n d  in c a s h  a n d  the 

r e m a i n d e r  as an a n n u i t y  credit. A p e r s o n  e x e m p t  u n d e r  AS 47.4S.0i5(b) 

w i l l  a u t o m a t i c a l l y  r e c e i v e  c a s h  w i t h o u t  the n e c e s s i t y  of  e l e c tion.

* Sec. 4. AS 4 3 . 2 3 . 0 1 5  is a m e n d e d  to read:

Sec. 43.23.015. A P P L I C A T I O N  A N D  P R O O F  OF ELIG I B I L I T Y .  (a) The 

c o m m i s s i o n e r  shill a d o p t  r e g u l a t i o n s  u n d e r  the A d m i n i s t r a t i v e  

P r o c e d u r e  A c t  (AS 44.62) e s t a b l i s h i n g  the p r o c e s s  for d e t e r m i n i n g  the 

e l i g i b i l i t y  of  i n d i v i d u a l s  for p e r m a n e n t  fund d i v i d e n d s .  T h e



c o m m i s s i o n e r  m ay r e q uire an i n d i v i d u a l  to p r o v i d e  p r o o f  of 

eligibility, a nd the c o m m i s s i o n e r  m a y  u se o t h e r  information a v a i l a b l e  

from o t h e r  state d e p a r t m e n t s  o r  a g e n c i e s  to d e t e rmine the e l i g i b i l i t y  

of  an individual.

(b) The d e p a r t m e n t  shall p r e s c r i b e  a nd furnish an a p p l i c a t i o n  

form for c l a i m i n g  a p e r m a n e n t  fund dividend. The a p p l i c a t i o n  m u s t  

contain a st a t e m e n t  of e l i g i b i l i t y  and a c e r t i f i c a t i o n  of residency in 

s u b s t a n t i a l l y  the f o l lowing form:

I c e r t i f y  that

( ) I am  a state r e s i d e n t  on the date of this a p p l i cation 

and I have bee n  a state r e s i d e n t  for at least six m o n t h s  i m m e diately 

p r e c e d i n g  the d ate of this application; or

( ) ( n a m e ) , the i n d i vidual on w h ose behalf I am applying, is 

a state resident and has been a state r e s i d e n t  for at least six m o n t h s  

im m e diately pr e c e d i n g  the date of thi s  application.

I u n d e r s t a n d  that a false c l a i m  of residency to o b t a i n  a 

p e r m a n e n t  fund d i v i d e n d  for m y s e l f  or for another is a c r i minal 

o f fense and that if c o n v i c t e d  I w i l l  forfeit future pe r m a n e n t  fund 

di v i d e n d s  and that I wil l  lose or  m u s t  repay all pe r m a n e n t  fund 

d i v idends that have been c r e d i t e d  or  p aid to m e , in c l u d i n g  any a c c r u e d  

inter e s t  in my a n n u i t y  a c c o u n t . I u n d e r s t a n d  that this p e n a l t y  is in 

addition to any c r i minal p e n a l t i e s  imposed.

(signature of individual, 
parent, guardian, or o t h e r  
a u t h o r i z e d  representative)

(c) E x cept as p r o v i d e d  in (d) of  this section or as may be

pr o v i d e d  by r e g u lations a d o pted by  the department, an individual m u s t

p e r s onally sign the a p p l i c a t i o n  for p e r m a n e n t  fund dividends,

- 3 -



i n c l u d i n g  the c e r t i f i c a t i o n  of  r e s i d e n c y  r e q u i r e d  u n d e r  (b) of thi s  

section.

(d) T h e  a p p l i c a t i o n  a n d  c e r t i f i c a t i o n  of r e s i d e n c y  of  an 

u n e m a n c i p a t e d  i n d i v i d u a l  u n d e r  18 y e a r s  of a g e  o r  of  a n  i n c o m p e t e n t  

i n d i v i d u a l  m u s t  be s i g n e d  b y  t he i n d i v i d u a l ' s  p a r e n t ,  l e gal gu a r d i a n ,  

or o t h e r  a u t h o r i z e d  r e p r e s e n t a t i v e .

(e) If a p u b l i c  a g e n c y  c l a i m s  a c a s h  [ P E R MANENT FUND] d i v i d e n d  

on  b e h a l f  o f  an  i n d i v i d u a l  u n d e r  (i) of t h i s  s e c t i o n , the p u b l i c

a g e n c y  s h a l l  h o l d  the d i v i d  . t r u s t  for the ind i v i d u a l .  M o n e y

h e l d  in t r u s t  u n d e r  this sui i on s h a l l  be i n v e s t e d  by the

c o m m i s s i o n e r  in a c c o r d a n c e  w i t h  J 7 . 10.070.

(f) A  m i n o r  or  an  inco m p e t e n t ,  i n d i v i d u a l  m a y  not m a i n t a i n  a

c l a i m  a g a i n s t  the state or  any o f f i c e r  or  e m p l o y e e  of the state b a s e d

e i t h e r  on  t he m a n n e r  in w h i c h  the parent, g u a r d i a n ,  or a u t h o r i z e d  

r e p r e s e n t a t i v e  o t h e r  than a p u b l i c  a g e n c y  of  the state m a n a g e d  or 

d i s p o s e d  of p e r m a n e n t  fund d i v i d e n d s  r e c e i v e d  on  b e h a l f  of the m i n o r  

or i n c o m p e t e n t , or any e l e c t i o n  m a d e  o r  not m a d e  on t hat i n d i v i d u a l ' s  

b e h a l f  u n d e r  AS 4 3 . 2 3 . 0 0 5 ( d ) .

(g) If an i n d i v i d u a l  is a g g r i e v e d  by a d e c i s i o n  of the

d e p a r t m e n t  d e t e r m i n i n g  the i n d i v i d u a l ' s  e l i g i b i l i t y  for a p e r m a n e n t  

fund d i v i d e n d  or  the i n d i v i d u a l ' s  a u t h o r i t y  to c l a i m  a p e r m a n e n t  fund 

d i v i d e n d  on b e h a l f  of a n o t h e r ,  the i n d i v i d u a l  m a y  a p p e a l  that d e c i s i o n  

to the s u p e r i o r  c o u r t  in a c c o r d a n c e  w i t h  AS 44.62.560. An a p p e a l  

u n d e r  this s e c t i o n  doe s  n o t  e n t i t l e  the a g g r i e v e d  i n d i v i d u a l  to a 

trial de novo. Th e  a p p e a l  s h a l l  be  b a s e d  on  the r e c o r d  of  the 

a d m i n i s t r a t i v e  p r o c e e d i n g  f r o m  w h i c h  a p p e a l  is taken and the s c ope of 

the a p p e a l  is l i m i t e d  to m a t t e r s  c o n t a i n e d  in the r e c o r d  of the 

a d m i n i s t r a t i v e  pro c e e d i n g .



(h) T h e  p e n a l t y  and e n f o r c e m e n t  p r o v i s i o n s  of AS  43.23.035 a p ply 

to an i n d i v i d u a l  w h o  c l a i m s  a p e r m a n e n t  fun d  d i v i d e n d  on b e h a l f  of 

another.

(i> T he p e r m a n e n t  fund d i v i d e n d  a p p l i c a t i o n  form shall be p r e­

p a r e d  to a l l o w  an applicant, o t h e r  than a p e rson e x e m p t  u n der AS 

4 7 . 45.015 (b), to elect to r e c e i v e  c?sh in lieu of  a p e r m a n e n t  fund 

dividend.

r Sec. 5. AS 43.23.035 is a m e n d e d  to read:

Sec. 43.23.035. P E N A L T I E S  AND ENFORCEMENT. (a) In a d d ition to 

any c r i m i n a l  p e n a l t i e s  i m posed b y  state law, if an individual is 

c o n v i c t e d  of  a c r imp in c o n n e c t i o n  w i t h  a false s t a tement mad e  in a 

c e r t i f i c a t i o n  r e q u i r e d  u n d e r  AS 43.23.015, and the c o n v iction is no t  

reversed, that i n d i vidual forfeits all p e r m a n e n t  fund di v i d e n d s  

c r e d i t e d  or  p a i d , t o g e t h e r  w i t h  any a d d i t i o n a l  c r e dits to his a n n u i t y  

a c c o u n t  and is not e l i gible for a future p e r m a n e n t  fund dividend.

(b) If the c o m m i s s i o n e r  d e t e r m i n e s  that a cas h  [PERMANENT FUND] 

d i v i d e n d  shou l d  not have bee n  c l a i m e d  by or paid to an individual, the 

c o m m i s s i o n e r  m ay use all c o l l e c t i o n  p r o c e d u r e s  or remedies a v a i l a b l e  

for c o l l e c t i o n  of  taxes u n d e r  this title to r e c over the p a y ment of a 

p e r m a n e n t  fund d i v i d e n d  t hat w as i m p r o p e r l y  made. A  notice of an 

i m p r o p e r l y  p a i d  d i v i d e n d  m u s t  be sent to the ind i v i d u a l  w i thin 10 

y e ars a f t e r  the improper payment. If n o t i c e  is not sent w i t h i n  the 

10-year period, p r o c e e d i n g s  m a y  not be c o m m e n c e d  in court for r e c o v e r y  

of the i m p r o p e r  payment.

(c) If the c o m m i s s i o n e r  d e t e r m i n e s  that a pe r m a n e n t  fund 

d i v i d e n d  shou l d  not have b e e n  c r e d i t e d  to an i n d i v idual's a n n u i t y  

account, the c o m m i s s i o n e r  m ay after noti c e  and o p p o r t u n i t y  for 

hearing, d i r e c t  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  to d e b i t  the

i n d i v i d u a l ' s  a n n u i t y  a c c o u n t  for the amount w r o n g l y  credited. If the



c r e d i t  i3 the f a u l t  of t he ind i v i d u a l ,  the d e b i t  m u s t  be m a d e  w i t h i n

10 years. If the c r e d i t  is t he f a u l t  of. the state, the d e b i t  m u s t  be 

m a d e  w i t h i n  t h r e e  year3.

* Sec. 6. A S  4 3 . 2 3 . 0 5 5  is a m e n d e d  to read:

Sec. 43. 2 3 . 0 5 5 .  D O T I E S  OF  T H E  D E P A R T M E N T .  T h e  d e p a r t m e n t  shall

(1) a n n u a l l y  (PAY P E R M A N E N T  F U N D  D I V I D E N D S  F R O M  T H E  D I V I D E N D

FUND] m a k e  p a y m e n t s  to e x e m p t  i n d i v i d u a l s  u n d e r  AS 47.45.015(b) and

t h o s e  w h o  e l e c t  c a s h  u n d e r  AS  4 3 . 2 3 . 0 0 5 ( d ) ;

(2) a d o p t  r e g u l a t i o n s  u n d e r  t he A d m i n i s t r a t i v e  P r o c e d u r e  A ct 

(AS 44.62) t h a t  e s t a b l i s h  p r o c e d u r e s  a n d  t i m e  l i mits for c l a i m i n g  a 

p e r m a n e n t  fun d  d i v i d e n d  or  for m a k i n g  e l e c t i o n  u n d e r  AS 4 3 . 2 3 . 0 0 5 ( d ) ; 

the d e p a r t m e n t  shall set the tim e  l i m i t  for a p p l i c a t i o n s  for p e r m a n e n t  

fund d i v i d e n d s  so that the n 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  is d e t e r m i n e d  

b y  O c t o b e r  1 o f  th e  y e a r  for w h i c h  the d i v i d e n d  is d e c l a r e d  and 

p e r m a n e n t  fund d i v i d e n d s  for a y e a r  a re p a i d  b e f o r e  A p r i l  30 of the 

y e a r  f o l l o w i n g  the year;

(3) a d o p t  r e g u l a t i o n s  u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  Ac t  

(AS 44.62) t hat e s t a b l i s h  p r o c e d u r e s  a n d  t i m e  limits for an i n d i v i d u a l  

u p o n  e m a n c i p a t i o n  o r  u p o n  r e a c h i n g  m a j o r i t y  to a p p l y  for p e r m a n e n t  

fund d i v i d e n d s  no t  c r e d i t e d  or r e c e i v e d  d u r i n g  m i n o r i t y  b e c a u s e  the 

parent, g u a r d i a n ,  o r  o t h e r  a u t h o r i z e d  r e p r e s e n t a t i v e  d i d  n ot a p p l y  on 

b e h a l f  of the ind i v i d u a l ;  [AND]

(4) a s s i s t  r e s i d e n t s  of  the state, p a r t i c u l a r l y  in r u ral 

areas, w h o  b e c a u s e  of language, d i s a b i l i t y ,  or  i n a c c e s s i b i l i t y  to 

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

a p p l y  for p e r m a n e n t  fund d i v i d e n d s ; a nd

(5) p r o v i d e  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 i t h  

i n f o r m a t i o n  n e c e s s a r y  to m a i n t a i n  i n d i v i d u a l  a n n u i t y  a c c o u n t  records 

and a d m i n i s t e r  the a n n u i t y  program.



Sec. 43.23.065. EX E M P T I O N  OF  P E R M A N E N T  F UND DIVIDENDS. _(a)_ 

F i f t y  p e r c e n t  of a cash p a y m e n t  r e c e i v e d  u n d e r  AS 43.23.005(d) [THE 

A N N U A L  P E R M A N E N T  F U N D  DIVID E N D  P A Y A B L E  T O  AN  INDIVIDUAL] is e x e m p t  

from levy, execution, garnishment, att a c h m e n t ,  or a ny o t h e r  reme d y  for 

the c o l l e c t i o n  of debt. This e x e m p t i o n  a p p l i e s  to an e l i g i b l e  

i nd i v i d u a l ' s  p e r m a n e n t  fund d i v idend b o t h  b e f o r e  and a f ter p a y m e n t  is 

m ade to the individual. An e x e m p t i o n  is n o t  a v a i l a b l e  u n der this 

section for cash p a y ments [PERMANENT F U N D  DIVIDENDS] taken to satisfy

(1) c h i l d  s u p port o b l i g a t i o n s  r e q u i r e d  by c o u r t  o r der or d e c i s i o n  of 

the c h ild support e n f o r c e m e n t  agen c y  u n d e r  AS  47.23.140 —  47.23.220;

(2) a deb t  owe d  by an e l i g i b l e  in d i v i d u a l  to an agency of the state, 

un less the deb t  is c o n t e s t e d  and an a p peal is pending, or the time 

limit for filing an appeal has not e x p i r e d , or  (3) c o u r t  o r d e r e d  

res t i t u t i o n  u n der AS 12.55.045 —  12.55.051 or AS 1 2 . 5 5 . 1 0 0 . A child 

su p port o b l i g a t i o n  u n der (1) of this s e c tion has p r i o r i t y  ove r  a deb t  

owed to an agency of the state, and a p e r m a n e n t  fund d i v i d e n d  m a y  not 

be taken to s a t isfy a debt u n der (2) of this s e c t i o n  u n til any p o r t i o n  

of the d i v i d e n d  n e c e s s a r y  to satisfy a c h i l d  s u p port o b l i g a t i o n  has 

bee n  taken.

(b) W h e n  an in d i v i d u a l  owes a pas t  due d e b t  d e s c r i b e d  in (a) (1) of 

this section, the d e p a r t m e n t  shall r e q uire t h a t  the ind i v i d u a l  take 

his or h er p e r m a n e n t  fund d i v i d e n d  in cash.

(c) The courts of this state may, as a c o n d i t i o n  of any civil judgment 

or r e s t i t u t i o n  o r der u n der AS 12.55.045 —  12.55.051 or AS 12.55.100, 

require the d e f e n d a n t  to take his or  he r  p e r m a n e n t  fund d i v i d e n d  in 

cash.

Sec. 8. AS 43.23.075 is a m e n d e d  to read;

* Sec. 7. AS 43.23.065 is a m e n d e d  to read:



Sec. 4 3 . 2 3 . 0 7 5 .  E L I G I B I L I T Y  F O R  P U B L I C  A S S I S T A N C E .  (a) In

d e t e r m i n i n g  the e l i g i b i l i t y  of  an  i n d i v i d u a l  u n d e r  a p u b l i c  a s s i s t a n c e  

p r o g r a m  a d m i n i s t e r e d  b y  the 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  

in w h i c h  e l i g i b i l i t y  for a s s i s t a n c e  is b a s e d  on f i n a n c i a l  need, the 

D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  m a y  n o t  c o n s i d e r  a p e r m a n e n t  

fund d i v i d e n d  as i n c o m e  or r e s o u r c e s  r e c e i v e d  by the r e c i p i e n t  of

p u b l i c  a s s i s t a n c e  or b y  a m e m b e r  of  the r e c i p i e n t ' s  h o u s e h o l d  unless 

r e q u i r e d  to do so b y  f e d eral l a w  or r e g u l a t i o n .  T h e  D e p a r t m e n t  of  

H e a l t h  a n d  S o c i a l  S e r v i c e s  s h all n o t i f y  all r e c i p i e n t s  of p u b l i c

a s s i s t a n c e  o f  t he e f f e c t s  o f  [RECEIVING] a p e r m a n e n t  fund d i v i d e n d  

c r e d i t  or c a s h  p a y m e n t .

(b) A n  i n d i v i d u a l  w h o  in d e n i e d  m e d i c a l  a s s i s t a n c e  u n d e r  42 

U.S.C. 1396 -- 1 3 96p (Social S e c u r i t y  Act, T i t l e  XIX) s o l e l y  b e c a u s e  

o f  the c r e d i t  or r e c e i p t  of a p e r m a n e n t  fun d  d i v i d e n d  b y  the 

i n d i v i d u a l  or b y  a m e m b e r  of  the i n d i v i d u a l ' s  h o u s e h o l d  is e l i g i b l e  

for s t a t e - f u n d e d  m e d i c a l  a s s i s t a n c e  u n d e r  the g e n e r a l  r e l i e f

a s s i s t a n c e  p r o g r a m  (AS 4 7 . 2 5 . 1 2 0  —  4 7 . 2 5 .300). The i n d i v i d u a l  is

e n t i t l e d  to r e c e i v e ,  for a p e r i o d  n o t  to e x c e e d  f our m o n ths, the same 

l e vel of  m e d i c a l  a s s i s t a n c e  as the i n d i v i d u a l  w o u l d  h a v e  r e c e i v e d  

u n d e r  42 U.S.C. 1396 —  1396p (Social S e c u r i t y  Act, T i t l e  XIX) h ad 

t h e r e  b e e n  no  p e r m a n e n t  fund d i v i d e n d  program.

(c) An  i n d i v i d u a l  w h o  is d e n i e d  a s s i s t a n c e  s o l e l y  b e c a u s e  

p e r m a n e n t  f und d i v i d e n d s  c r e d i t e d  to or  r e c e i v e d  by  the i n d i v i d u a l  or 

by  a m e m b e r  of t he i n d i v i d u a l 's h o u s e h o l d  are c o u n t e d  as i n come or 

r e s o u r c e s  u n d e r  f e d e r a l  law or  r e g u l a t i o n  is e l i g i b l e  for c a s h  

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

(AS 4 7 . 2 5 . 1 2 0  —  47. 2 5 . 3 0 0 ) .  N o t w i t h s t a n d i n g  the l i m i t  in 

AS 47.25.130, t he i n d i v i d u a l  is e n t i t l e d  to receive, for a p e r i o d  not 

to e x c e e d  four m o n t h s ,  the same a m o u n t  as the i n d i v i d u a l  w o u l d  have



r e c e i v e d  u n d e r  o t h e r  p u b l i c  as s i s t a n c e  p r o grams h a d  there b e e n  no 

p e r m a n e n t  fund d i v i d e n d  program.

* Sec. 9. AS 37 is a m e nded by addi n g  a n e w  c h a pter to read:

C H A P T E R  16: A N N U I T Y  P R O G R A M  

Sec. 37.16.010. A N N U I T Y  I N V E STMENT FUND. (a) The a n n u i t y  

i n v e stment fund is e s t a b l i s h e d  as a separate fund in the state 

treasury. 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 37.13.145, an a m ount 

eq ual to the p e r m a n e n t  fund di v i d e n d s  taken as a n n u i t y  c r e d i t s  u n d e r  

AS 43.23 shall be a n n u a l l y  tra n s f e r r e d  from the d i v idend fund to the 

an n u i t y  i n v e stment fund.

(b) The le g i s l a t u r e  may a p p r o p r i a t e  eith e r  g e n eral funds, or 

e a r n i n g s  upo n  the u n d i s t r i b u t e d  income a c c ount in the A l a s k a  p e r m a n e n t  

fund, to the a n n u i t y  in v e s t m e n t  fund. A ny funds a p p r o p r i a t e d  u n der 

this s u b s ection shall be a l l o c a t e d  to the i n d i vidual annuity a c c ounts 

of those w h o  are e l i g i b l e  to r e c eive a d i v i d e n d  for that y e a r  and do 

not e l e c t  c ash u n d e r  AS 43.23.005(d). The al l o c a t i o n  shall be made in 

the f o l l owing manner:

(1) A  c r e d i t  w i l l  be made to the account of eac h  individual 

w h o  is at least 18 y e ars old;

(2) The c r e d i t  for each p e rson from the age of  18 t h r o u g h  

age 35 is the base amount. Th e  size of the base a m ount is d e t e r m i n e d  

a c c o r d i n g  to the a m ount of the appropriation;

(3) The c r edit for p e r s o n s  over the age of  35 is the base 

amount, increased for e a c h  year of age ove r  35 up to and i n c luding the 

age of 65. The i n c r emental increase for e ach y e a r  of age is a 

p e r c e n t a g e  o ver the c r edit for the p r i o r  y ear of age. Tha t  p e r c e n t a g e  

shall be e s t a b l i s h e d  w i t h  due rega r d  for h i s t orical and p r o j e c t e d  

p e r m a n e n t  fund returns on  investment;



(4) If a p e r s o n  e l e c t s  to r e c e i v e  a p o r t i o n  of  h is d i v i d e n d

in c a s h  u n d e r  A S  4 3 . 2 3 . 0 0 5 ( d ) ,  the a l l o c a t i o n  to w h i c h  he is o t h e r w i s e

e n t i t l e d  w i l l  b e  p r o p o r t i o n a t e l y  reduced.

(c) M o n e y  in the a n n u i t y  i n v e s t m e n t  fund s h all be i n v e s t e d  by 

the c o m m i s s i o n e r  of r e v e n u e  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  

AS  39. 3 5 . 1 1 0 .  T he 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  shall c r e d i t  

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  w i t h  e a r n i n g s  at a rate e q u a l  to the rate

o f  i n t e r e s t  e a r n e d  by  the a n n u i t y  i n v e s t m e n t  fund.

(d) 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  to 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  an a m o u n t  s u f f i c i e n t  to p a y  m o n t h l y  a n n u i t y  p a y m e n t s  

for th e  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  AS 3 7 . 1 6 . 0 3 0  from the a n n u i t y  

i n v e s t m e n t  fund. F u n d s  a p p r o p r i a t e d  u n d e r  this s u b s e c t i o n  shall be 

t r a n s f e r r e d  f r o m  the a n n u i t y  i n v e s t m e n t  fund to 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 o r d e r  to m e e t  the c u r r e n t  d e m a n d s  of the a n n u i t y  

p r o gram.

(e) 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  from the a n n u i t y  

i n v e s t m e n t  fun d  an a m o u n t  s u f f i c i e n t  to a d m i n i s t e r  the a n n u i t y  

p r o g r a m .  A n y  c o s t s  of a d m i n i s t r a t i o n  funded u n d e r  this s u b s e c t i o n  

s h a l l  be e q u i t a b l y  a l l o c a t e d  a m o n g  all i n d i v i d u a l  a n n u i t y  accounts.

(f) N o t w i t h s t a n d i n g  AS 3 9 . 3 5 . 1 1 0  or  (c) of this section, the 

c o m m i s s i o n e r  o f  r e v e n u e  m a y  i n v e s t  all or p a r t  of the a n n u i t y  

i n v e s t m e n t  fun d  in c o m m e r c i a l  i n s u r a n c e  c o n t racts.

Sec. 37 . 1 6 . 0 2 0 .  A N N U I T Y  PROGRAM. (a) T he a n n u i t y  p r o g r a m  is 

a d m i n i s t e r e d  by 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 .  T he 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  s h all a d o p t  r e g u l a t i o n s  n e c e s s a r y  to i m p l e m e n t  the 

a n n u i t y  progr a m .

(b) 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  shall m a i n t a i n  r e c o r d s  of 

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  a n d  m a k e  a n n u i t y  p a y m e n t s  u n d e r  AS 

37.16.030.



Sec. 37.16.030. P A Y M E N T  OF  A N N U ITIES. (a) An i n d i vidual w i t h

o ne or m ore a n n u i t y  c r edits m a y  r e c e i v e  an a n n u i t y  u pon r e a c h i n g  the 

age of 65.

(b) An  a n n u i t y  u n d e r  this s e c t i o n  is a m o n t h l y  p a y m e n t  d u r i n g  

the life of the annuitant. Th e  a m o u n t  of the m o n t h l y  p a y m e n t  shall be 

ba sed upon the p r i n c i p a l  and a c c r u e d  i n t erest in the p e r s o n ' s  a n n u i t y  

account and shall be paid in the form of a s t r a i g h t  life annuity. The 

size of the a n n u i t y  ma y  not v a r y  on a c c o u n t  of  sex.

(c) An in d i v i d u a l  n e e d  not be  a r e s i d e n t  of the state to be

eligi b l e  to r e c eive an a n n u i t y  p a y m e n t  from his or h er account.

(d) An a n n u i t y  share m a y  n ot be assigned, sold, or o t h e r w i s e

t r a n s f e r r e d  from one i n d i vidual to another. T he right to r e c eive an 

a n n uity u n d e r  this s e c tion te r m i n a t e s  u pon the d e ath of the p e r s o n  w ho 

is eligible for the a n n uity and doe s  not pass to that p e r s o n ' s  estate.

(e) If a p e r s o n  dies p r ior to age 65, his account shall be 

eq u i t a b l y  d i s t r i b u t e d  a m o n g  the a n n u i t y  a c c ounts of all i n d i v i d u a l s  of 

the same age.

(f) An  i n d i vidual doe s  n ot r e c eive a v e s t e d  p r o p e r t y  right in an 

a n n uity p a y m e n t  u n t i l  that p a y m e n t  is made. N o t w i t h s t a n d i n g  the 

p r o v isions of this section, the state is not o b l i g a t e d  to p r o v i d e  

a n n uity p a y m e n t s  for a n n u i t y  c r e d i t s  g r a n t e d  u n der AS  43.23.005.

Sec. 10. AS 43.23.095(6) is r e p e a l e d  and r e - e n a c t e d  to read:

(6) "pe r m a n e n t  fund dividend" means a c r edit to an annuity

account u n d e r  AS 37.16, u n less the i n d i vidual is e i t h e r  e x e m p t  u n der 

AS 47.45.015(b) or elec t s  cas h  u n der AS 47.23.005(d);

Sec. 11. AS 47.45.010(a) is a m e n d e d  to read:

(a) A  person w h o  is 65 y e ars of age or over, wh o  r e s ides in the 

state for at least o ne y ear i m m e d i a t e l y  p r e c e d i n g  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  thi s  c h a p t e r  m a y  a p p l y  to t he 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 m o n t h l y  b o n u s  (CF $250].

* See. 12. AS  47.45 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 47.45.015. A M O U N T  O F  BONUS. (a) S u b j e c t  to (b) of this 

section, the m o n t h l y  l o n g e v i t y  b o n u s  is e q u a l  to $250, i n c r e a s e d  by 

th ree p e r c e n t  e a c h  y e a r  b e g i n n i n g  in fisc a l  y e a r  1987, m i n u s  the 

m a x i m u m  p o s s i b l e  a n n u i t y  f or a p e r s o n  65 y e a r s  of  age u n d e r  the 

a n n u i t y  p r o g r a m  (AS 4 3 . 2 3 . 1 1 0  —  43. 2 3 . 1 2 0 ) ,  as d e t e r m i n e d  by 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 .

(b) A  p e r s o n  w h o  is 65 y e a r s  of  age or  o v e r  p r i o r  to J a n u a r y  1, 

1986 i3 e x e m p t  f r o m  the a n n u i t y  p r o g r a m  r e d u c t i o n  e s t a b l i s h e d  in (a) 

o f  t his section.

* Sec. 13. AS 4 7 . 4 5 . 0 7 0  is a m e n d e d  to read:

Sec. 4 7 . 4 5.070. U N Q U A L I F I E D  PERSONS. An u n q u a l i f i e d  p e r s o n  is 

one w h o

(1) d o e s  not m e e t  the age or r e s i d e n c e  requirem.v s as p r o v i d e d  

for u n d e r  this chapter;

(2) m e e t s  the age a nd r e s i d e n c e  r e q u i r e m e n t s  of  tl .s c h a p t e r  b ut 

e i t h e r  is c o n f i n e d  in a s t ate or  f e d e r a l  m e n t a l  heal t h  institution or 

f a c i l i t y  a n d  is c e r t i f i e d  by the s t ate as u n a b l e  to m a n a g e  p e r s o n a l  

a f f a i r s , o r  r e s i d e s  in a n u r s i n g  h o m e  as t h a t  t e r m  is d e f i n e d  in AS 

0 8 . 7 0 . 1 8 0  (5); h o w ever, if t h a t  person, a t  the t i m e  of c o m m i t m e n t  or 

c o m m e n c e m e n t  of r e s i d e n c e , p r o v i d e d  the p r i n c i p a l  s u p p o r t  of a spouse, 

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  m a y  d e t e r m i n e  to pay the c o n f i n e d  

p e r s o n ' s  b o n u s  to the p e r s o n ' s  s p c u s e  u n t i l  the s p o u s e  is q u a l i f i e d  

for a bonus;

(3) is o t h e r w i s e  q u a l i f i e d  but c o n f i n e d  in a p e nal or 

c o r r e c t i o n a l  i n s t i t u t i o n  or  facility; upo n  c o m p l e t i o n  of  s e n t e n c e  or 

u p o n  the c o n f e r r a l  of a pardon, p a r o l e  or  p r o b a t i o n ,  the p e r s o n  m a y
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m a k e  appl i c a t i o n ;  c o n f i n e m e n t  o u t s i d e  the s t ate shall be c o n s i d e r e d  as

r e s i d e n c e  in the state if a p e r s o n  w a s  c o n v i c t e d  a nd s e n t e n c e d  f r o m  a

c o u r t  in Alaska; r e v o c a t i o n  of p a role or p r o b a t i o n  shall be c a u s e  for 

i m m e d i a t e  d i s q u a l i f i c a t i o n  u n til r e l e a s e  from c o n f i n e m e n t  is a g a i n  

effected;

(4) v o l u n t a r i l y  l e aves the state a nd r e m ains a b s e n t  from the 

state for a con t i n u o u s  p e r i o d  of m ore than 180 days.

* Sec. 14. S e c t i o n  11, ch. 38, S LA 1984 is a m e n d e d  to read;

Sec. 11. S e c tions 7 a nd 9 of this [THIS] A c t  [AND AS 47.45] are 

re p e a l e d  Jun e  30, 1985.

* Sec. 15. AS  43.23.045(c) is repealed.

* Sec. 16. This Ac t  a p p lies o nly to p e r m a n e n t  fund d i v i d e n d s  for years 

b e g i n n i n g  a f t e r  D e c e m b e r  31, 1985.

* Sec. 17. This A ct takes e f fect J a n u a r y  1, 1986.
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I . I N T R O D U C T I O N

The p u r p o s e  of this r e p o r t  is to p r o v i d e  a b r o a d  v i e w  of the 
issues invo lved in r e s o lving the future of the longev ity 
bonus program. Each o f  the o p tio ns d i s c u s s e d  b e f o r e  the 
c o m m ittee  has b o t h  its m e r i t s  and drawbacks. The m i n o r i t y  
m e m b e r s  of the task force b e l i e v e  a m o r e  c o m plet e d i s c u s s i o n  
of the v a r i o u s  p r o p osals is n e c e s s a r y  so that p o l i c y  m ake rs 
can decide w h i c h  of the o p t i o n s  is the best one for the 
S t a t e .

The o p tions covered  in this report are the a n n u i t y  proposal, 
the m e a n s  test proposal, the s t a i r s t e p p i n g  proposal, and 
m a i n t a i n i n g  the current program.

II. P H I L O S O P H I C A L  DIFFER E N C E S

Each of the options c o n s i d e r e d  r e p r e s e n t s  a si gnif i c a n t l y  
d i f f e r e n t  p h i l o s o p h y  about the future of the program.

The p h i l o s o p h y  u n d e r l y i n g  the a n n u i t y  p r o p o s a l  is that the 
c u rre nt bonus p r o g r a m  should be r e p l aced w i t h  a retirement  
p r o g r a m  for all of the state's citizens. The m a j o r i t y  
report states, "[t]he C o m m i t t e e  b e l i e v e s  that there is a 
need for future State p a r t i c i p a t i o n  in the b u i l d i n g  of 
re t i r e m e n t  security ..." The a n n u i t y  p r o p o s a l  p r e s u m e s  that 
i n div iduals need e n c o u r a g e m e n t  from the State to p r e pare for 
their final years, even t hough a m a j o r i t y  of A l a s k a n s  save 
for their r e t i r e m e n t  t h r ough p r ivat e secto r i n vestments and 
e m p l o y e r  r e t i r e m e n t  programs.

The a n n uity p r o p o s a l  also assume s that there is still a need 
to p r o v i d e  cash assi stance to e lders r egard l e s s  of their 
length of residency. A nd finally, this p r o p o s a l  w o u l d  
require A l a s k a n s  to choose b e t w e e n  the a l l e g e d  short term 
b e n e f i t s  of the p e r m a n e n t  fund d i v i d e n d  p r o g r a m  and the 
supposed long term b e n efits of the a n n u i t y  program.

In contrast, s t a i r s t e p p i n g  e m p h a s i z e s  three  facts: (1) the
o r i g i n a l  p r o g r a m  was always i n t e n d e d  to end if the courts 
e v e r  d e c l a r e d  it to be u n const itutional; (2) there are a 
large number of o lder A l a s kans w h o  have c o unted the bonus 
into their r e t i r e m e n t  plans, d e s p i t e  its c o n s t i t u t i o n a l  
status; and (3) the State faces a d e c l i n i n g  revenue picture.

S t a i r s t e p p i n g  takes care of the needs of A l a s k a ' s  elders at 
the e x pense  o f  the needs of y o u n g e r  Alaskans. The p r o p o s a l  
also assumes that y o u n g e r  indivi d u a l s  w i l l  p r o v i d e  for their 
own r e t i r e m e n t  security t h r ough the p r i v a t e  s ector or will 
be e l i g i b l e  for p ublic assistance. Further, fiscal r e ality 
is faced by p h a s i n g  out the p r o g r a m  (and the g e n e r a l  fund 
cost) entirely, not shi fting the g e n e r a l  fund cost to 
a n o t h e r  funding source. A n d  finally, s t a i r s t e p p i n g  does not
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take n e e d  into a c c o u n t  b e c a u s e  m a n y  A l a s k a n  e l ders reject 
need as a c r i t e r i a  for r e c e i p t  o f  a bonus.

The p h i l o s o p h y  b e h i n d  the m e a n s  test p r o p o s a l  can be 
c o n t r a s t e d  w i t h  b o t h  the a n n u i t y  and s t a i r s t e p p i n g  
proposals. It a s s u m e s  the l o n g e v i t y  bonus p r o g r a m  should 
continue, but p r o v i d e s  a l ar ger b e n e f i t  to those w h o  n e e d  it 
the most. In o t h e r  words, e v e n  t hough we c annot  a f f o r d  to 
co n t i n u e  the c u r r e n t  p r o g r a m  at its p r e s e n t  cost forever, 
poorer  i n d i v i d u a l s  n e e d  a larger b onus payment. Also, the 
m e a n s  test p r o p o s a l  is c r a f t e d  to m e s h  w i t h  federal 
e n t i t l e m e n t  p r o g r a m s  so the State can p r o v i d e  m o r e  b e n e f i t s  
for the p o o r  o v e r a l l  w i t h  less S t ate cash.

The last option, m a i n t a i n i n g  the c u rrent program, assumes 
that the bonus should c o n t i n u e  in its p r e s e n t  form b e c a u s e  
all A l a s k a n s  rely on it, r e g a r d l e s s  of w h o m  it was 
o r i g i n a l l y  i n t e n d e d  to benefit. Also, it e m p h a s i z e s  the 
import a n c e  of the bonus and its p r i o r i t y  for State funding 
in spite of d e c l i n i n g  r e v e n u e s  and c o m p e t i t i o n  w i t h  other 
statewide needs.

III. A N N U I T Y  P R O P O S A L

A l t h o u g h  the c o m m i t t e e  m a j o r i t y  favors the annuity, there 
are c e r t a i n  a s p ects of the p r o p o s a l  that the m a j o r i t y  report 
does not discuss.

A. S u mmary

The a n n u i t y  p r o p o s a l  has th ree basic features: (1)
C o n t i n u i n g  the b onus p r o g r a m  for all persons age 65 by 
1986, and p a y i n g  these p e r s o n s  a b e n e f i t  level of $250 
per month, plu s 3 p e r c e n t  cost of living increase, for 
life. (2) P h a s i n g  out the bonus p r o g r a m  for every one 
under 65 in 1986, and p a y i n g  these p e r s o n s  an ever 
re d u c i n g  b e n e f i t  level u n t i l  s ometime in the ea rly part 
of the next Century. (3) C r e a t i n g  a State s u p p l e m e n t a l  
r e t i r e m e n t  p r o g r a m  for those  u n d e r  65 b y  1986 who 
choose to invest t h e i r  p e r m a n e n t  fund d i v i d e n d s  in it.

B . F r o n t - l o a d i n g

The a n n u i t y  b i l l  a l l o w s  the L e g i s l a t u r e  to increase the 
m o n t h l y  a n n u i t y  a m o u n t  by s u b s i d i z i n g  or 
"front-loading " the a c c o u n t  w i t h  annual appropria tions.

The p u r p o s e  of f r o n t - l o a d i n g  is to increase  the amount 
of the m o n t h l y  a n n u i t y  check and to p r o v i d e  a tax 
shelter for those w ho invest th eir d i v i d e n d s  in the 
program. B o t h  of t hese a s pects are c o n s i d e r e d  
n e c e s s a r y  i n d u c e m e n t s  to incre a s e  p a r t i c i p a t i o n  in the 
program.



T h o u g h  the cost of f r o n t - l o a d i n g  depen ds on the n um ber 
of p eople w h o  p a r t i c i p a t e  in the program, the task 
force m a j o r i t y  e s t i mates that at least $79 m i l l i o n  w i l l  
be r e q u i r e d  in the first three years, in a d d i t i o n  to 
the funding n e c e s s a r y  to c o n t i n u e  the ph ase out bonus 
program. Since the r e v e n u e  p i c t u r e  is a clear o b s t a c l e  
to g e t t i n g  this funding from the g e neral  fund, the 
m a j o r i t y  p r o pos es that f r o n t - l o a d i n g  d o l l a r s  come from 
the per manent fund r e serve account. We do not support 
use of the reserve a c c o u n t  to pay for the a n n u i t y  
program, since the a p p r o p r i a t e  uses of the a c c o u n t  are 
already  spelled out in statute.

It is also likely that fron t- l o a d i n g  w i l l  be n e c e s s a r y
far b e y o n d  1989. Tax c o unsel has a d vised the c o m m ittee
that tax shelters will o n l y  be avai lable in the years 
in w h i c h  the p r o g r a m  is front-loaded.

It also seems likely that one* the s u b s i d i z i n g  begins, 
it will be d i f f i c u l t  to end. This appe ars e s p e c i a l l y  
true if short term f r o n t - l o a d i n g  increases the a n nuit y 
checks of elder A l a s k a n s  m o r e  than those o f  y o u n g e r  
Alaskans, as the m a j o r i t y  r eport indicates.

It is also p o s s ible that the L e g i s l a t u r e  c o u l d  d e cide 
not to front-load the p r o g r a m  at all.

The amount of the b o n u s  each year is tied to the
m a x i m u m  a n n u i t y  of a 65 y e a r  old. Since the m a x i m u m  
annuity wil l be smaller if it is not subsidized, the 
general fund cost of the p h a s e  out bonus p r o g r a m  w ould 
be more than the m a j o r i t y  report indicates.

C. 3% E s c a lator

The bonus and the cost of the p r o g r a m  itself are 
increased d r a m a t i c a l l y  by a 3% annual escalator. If 
this is r e a l l y  intended to be an automatic cost  of 
living increase, it should be tied to some a c k n o w l e d g e d  
C O L A  indicator. In the past, the bonus a m o u n t  has been 
i ncreased for v alid e c o n o m i c  reasons, not 
a u t o m a t i c a l l y .

D . P a r t i c i p a t i o n

The more A l a s k a n s  that p a r t i c i p a t e  in the a n n u i t y  
program, the more likely it is to succeed. W e  are 
skeptical, however, about the a b ility of the p r o g r a m  to 
achieve a h i g h  and c o n t i n u o u s  rate of p a r t i cipatio n.

A c c o r d i n g  to the G o v e r n o r ' s  O ffice of M a n a g e m e n t  and 
Budget, 40% of current bonus recipi e n t s  have annua l 
incomes of less than $10,000. A c c o r d i n g  to the IRS, 
only 2% of taxpa yers w i t h i n  this income c a t e g o r y  buy
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IRAs even t h ough it is to t h e i r  adv antage to do so.
The s tati s t i c s  on d e f e r r e d  c o m p e n s a t i o n  p la ns are 
similar. Generally, p e o p l e  w i t h o u t  spare cash do not 
put o f f  r e c e i v i n g  income b e c a u s e  they cannot a f f o r d  to. 
U nder this proposal, b o n u s  c hecks  will be r e d u c e d  each 
year, yet i n d i v i d u a l s  w i l l  ha ve to give up their 
p e r m a n e n t  fund d i v i d e n d s  in o r d e r  to m a k e  up the 
difference.

By g r a n d f a t h e r i n g  in c u r r e n t  ALB recipients, the bill 
does p r o t e c t  the c u r r e n t  income of today's e lders who 
are at least 65. But w h a t  a b o u t  e v e r y o n e  else? 
A c c o r d i n g  to the P e r m a n e n t  F u n d  C o r p o r a t i o n ' s  recen t 
report on the d i v i d e n d  program, about 18% of adult 
r ecipients m a k i n g  less t h a n  $26,000 a n n u a l l y  u s e d  their 
1982 d i v i d e n d  to reduce debt and a n o t h e r  22% u s e d  it to 
help w i t h  r e g u l a r  expenses. Clearly, these indivi d u a l s  
are using their d i v i d e n d s  to m e e t  basic needs.

The a n n u i t y  p r o p o s a l  asks the A l a skans w h o  can least 
a fford it to make a v e r y  d i f f i c u l t  choice —  e i t h e r  
they take the c a s h  n o w  to m e e t  basic needs or they 
skimp on b a s i c  needs and d e f e r  their d i v i d e n d  for a 
p r omise of a future payment. And they have to trust 
that the p r o g r a m  w i l l  still be in existence, and that 
they will live to 65.

Even those A l a s k a n s  w h o  can a f for d the p r o g r a m  m a y  be 
r eluctant to participate. C o n s i d e r  the fol lowing 
f a c t s :

1. The tax d e f e r r a b l e  status is u n c e r t a i n  even 
w i t h  f r o n t - l o a d i n g  b e c a u s e  the IRS has not yet 
ruled on it. If this p r o g r a m  is not 
c o n s i d e r e d  a s h e l t e r  by the IRS, there are 
m a n y  o t h e r  tax s h e lters a v a i l a b l e  in the 
p r i v a t e  sector.

2. There are no s u r v i v o r  benefits. No m a t t e r  how 
long y o u  d e f e r  y o u r  dividend, if you die, y o u r  
a c c o u n t  is split up among st all the other 
accou n t s  in y o u r  age category. None of your 
heirs, nor y o u r  estate, have a r ight  to any 
p a r t  of the b a l a n c e  in tne account.

3. An indivi d u a l  can n e v e r  liquidate or t r a n s f e r  
his a n n u i t y  a c c o u n t  if he decid es to change 
i n v e s t m e n t  strategy. In other words, the 
m o n e y  goes in, y o u  c a n n o t  take it out.

4. E v e n  if you live to 65, there is still no 
a s s u r a n c e  that y o u  w i l l  get any or all of your 
annuity. B e c a u s e  there is no v e s t e d  p r o p e r t y  
right, the State c o u l d  e i t h e r  end the p r o g r a m
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at any time w i t h o u t  o w i n g  you any m o n e y  or 
c ould p a y  you less than you o r i g i n a l l y  
invested.

E. L e g a l i t y  of the P r o p o s a l

In general, this p r o p o s a l  appe ars to be c o n s t i t u t i o n a l­
ly sound. It s hou ld be noted, however, that the 
g r a n d f a t h e r i n g  o f  c u r r e n t  bonus recipi e n t s  w o u l d  create 
a p r o t e c t e d  class of persons. A n y  law that e s t a b l i s h e s  
such a c l a s s i f i c a t i o n  is subject to an equal p r o t e c t i o n  
challenge. However, it seems u n l i k e l y  that such a 
c hallenge w o u l d  succeed, since the c l a s s i f i c a t i o n  is a 
ra t io nal one that furt hers a legit imate p ublic  purpose. 
Please refer to the d i s c u s s i o n  in section IV - E for 
further information.

F. C o n c l u s i o n

The q u e s t i o n  for p o l i c y  m a k e r s  is w h e t h e r  this 
p a r t i c u l a r  a n n u i t y  p r o p o s a l  m a k e s  good e c o n o m i c  sense 
on b o t h  a State and a p e r s o n a l  level.

IV. S T A I R S T E P P I N G  P R O P O S A L

A. Summary

The s t a i r s t e p p i n g  p r o p o s a l  continue s the c u rrent 
p r o g r a m  for five years and then begins to p hase out the 
p r o g r a m  by i n c r e a s i n g  the age of e l i g i b i l i t y  by one 
year, each year b e g i n n i n g  in July, 1991. In effect, 
any one who is 60 or o l d e r  by July of 1985 w o u l d  
qu alify for a $250 m o n t h l y  bonus from aqe 65 until 
death.

B. Impact on Y o u n g e r  A l a s k a n s

The p r o p o n e n t s  of s t a i r s t e p p i n g  do not d i s p u t e  the 
fact that the p r o p o s a l  p r o t e c t s  today's elders, but 
does not p r o t e c t  those w h o  wll turn 60 after J u l y  of 
.1985. In fact, its p u r p o s e  is to ensure that those w h o  
have c o unted on the b o n u s  for the ir r e t i r e m e n t  years 
receive it t h r o u g h o u t  the rest of t heir lives. Since 
we do face a g l o o m y  r e v e n u e  picture, b a c k e r s  of this 
propo s a l  b e l i e v e  the o n l y  a f f o r d a b l e  m e t h o d  of p r o t e c t­
ing the bonus for c u r r e n t  elders is to d i s c o n t i n u e  the 
p r o g r a m  for e v e r y o n e  else.

This should not be i n t e r p r e t e d  as a lack of c o n c e r n  for 
the r e t i r e m e n t  years of i n dividuals u nder age 60. 
Instead, it ref le c t s  a p h i l o s o p h y  of truly 
"subst ituting p r i v a t e  t h r i f t  for public largesse", the 
alleged  theme of the a n n u i t y  proposal. It r e f l e c t s  a 
be l i e f  that there are p l e n t y  of savings options



a v a i lable in the p r i v a t e  s e c t o r  for those i n d i v i d u a l s  
who are in a p o s i t i o n  to d e f e r  cash until some future 
time. Further, it r e f l e c t s  the b e l i e f  that the annual 
p e r m a n e n t  fund d i v i d e n d  can be u s e d  for this p u r p o s e  
n o w  and that e s t a b l i s h i n g  a State a n n u i t y  p r o g r a m  to 
e n c o u r a g e  s aving the d i v i d e n d  for r e t i r e m e n t  is 
unnecessary.

Finally, it is i m p o r t a n t  to r e i t e r a t e  that the o r i ginal 
bonus p r o g r a m  was i n t e n d e d  to s e l f - d e s t r u c t  if it was 
ever d e c l a r e d  u n c o n s t i t u t i o n a l .  The s t a i r s t e p p i n g  
pr o p o s a l  a c c o m p l i s h e s  this task w h i l e  m i n i m i z i n g  the 
h a r m  w h i c h  w o u l d  o t h e r w i s e  occur.

C. W h y  P r o t e c t i o n  for 60 Y e a r  Olds Instea d o f  65 Year 
Olds

The group o f  A l a s k a n s  w h o  do count on the b o nus extends 
be y o n d  those w h o  are c u r r e n t l y  e l i g i b l e  to th ose who 
are about to b e c o m e  eligible. In general, it is 
accurat e to state that the o l d e r  and p oorer an 
individual is, the m o r e  that indi v i d u a l  needs b o t h  the 
b onus and the dividend.

It is true that any age cut o f f  is arbitrary. The 
reason that age 60 has b e e n  chosen, however, is that 
those who are w i t h i n  five y e a r s  of r e t i r e m e n t  are most 
in need of the bonus. Also, five ye ars appears to be 
adequate to a l l o w  A l a s k a n s  in t h e i r  50s to p r e p a r e  for 
a r e t i r e m e n t  w i t h o u t  the bonus. At the very least, it 
gives these A l a s k a n s  p l e n t y  of n otice that th ey can no 
longer e x p e c t  to r e c e i v e  a bonus.

It should be n o t e d  that if the m e t h o d  of s t a i r s t e p p i n g  
is changed, the bon us o f  m o r e  A l a s k a n s  will be 
protected. For example, i n s t e a d  of w a i t i n g  five years 
and then s t a i r s t e p p i n g  one y e a r  each year, s t a i r­
stepping could b e g i n  i m m e d i a t e l y  but o ccur e v e r y  o t h e r  
year. This w o u l d  a l l o w  a m u c h  larger group of A l a s k a n s  
to receive a bonus, b u t  r e c e i p t  w o u l d  b e g i n  at a more 
ad v a n c e d  age.

D. L e g a l i t y  of the P r o p o s a l

S t a i r s t e p p i n g  c r ea tes two c l asse s of people: those w h o  
receive b o n u s e s  and t hose w h o  do not. A n y  law that 
es t a b l i s h e s  c l a s s i f i c a t i o n s  is s u b ject to an equal 
p r o t e c t i o n  c h a l l e n g e  u n d e r  b o t h  the F e deral and State 
constitutions. A c h a l l e n g e  w i l l  not succeed, however, 
if the c l a s s i f i c a t i o n s  e m b o d i e d  in the law are 
rational, and further l e g i t i m a t e  g o v e r n m e n t a l  purposes. 
Th e y  do not need to m e e t  the test of furth ering a 
co m p e l l i n g  State interest, as o t h e r  laws do.
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The s t a i r s t e p p i n g  a p p r o a c h  w o u l d  not a ffect any 
c o n s t i t u t i o n a l  right b e y o n d  g e n e r a l  equal protection.
It w o u l d  p r o v i d e  b e n e f i t s  to n e w c o m e r s  w h o  m e t  the one 
year age requirement, and thus w o u l d  not t h w a r t  the 
right to travel.

S t a i r s t e p p i n g  e m b o d i e s  a b a l a n c e  b e t w e e n  r e c o g n i t i o n  
that our e lders need the b o n u s  on the one hr\nd, and a 
p e r c e p t i o n  t h a t  the State c a n n o t  c o n t i n u e  to fund an 
ever e x p a n d i n g  p r o g r a m  i n d efinit ely. In a r ecent case, 
the A l a s k a  S u p r e m e  C o u r t  r e a f f i r m e d  that the 
r e c o g n i t i o n  o f  " g r a n d f a t h e r  right" and "hardship" are 
l egitimate goal s of the l i m i t e d  e n t r v  law u n d e r  equ al 
p r o t e c t i o n  analysis. K a l m a k o f f  v. S t a t e , Op. No. 2900 
(January 11, 1985). It a p p e a r s  that c o u r t  w o u l d  find 
it l e gitimate for the L e g i s l a t u r e  to "grandfather" 
those w h o  are p r e s e n t l y  r e c e i v i n g  the b o n u s  or 
e x p e c t i n g  to r e c eive  it in the near future, since those 
indivi d u a l s  w o u l d  s u ffer the m o s t  h a r d s h i p  if the 
p r o g r a m  w e r e  s u d d e n l y  ended. I n d i v i d u a l s  y o u n g e r  than 
60 at the date of er.actment w o u l d  have c o n s i d e r a b l e  
notice that the p r o g r a m  w o u l d  not be a v a i l a b l e  to t h e m  
at retirement, and w o u l d  have some w a g e - e a r n i n g  years 
to adjust t h e i r  expec t a t i o n s .  Also, the State's 
revenue e x p e c t a t i o n s  are c e r t a i n l y  a l e g i t i m a t e  e l e m e n t  
in d e c i d i n g  w h a t  p r o g r a m  s hou ld be enacted.

In sum, it a p pe ars that s t a i r s t e p p i n g  is c o n s t i t u t i o n a l  
and w o u l d  w i t h s t a n d  any legal challenge.

E. C o n c l u s i o n

S t a i r s t e p p i n g  c o n t i n u e s  to be a v a l i d  m e t h o d  of 
d e a l i n g  w i t h  the c u r r e n t  l o n g e v i t y  bonus crisis.
T h o u g h  not all A l a s k a n s  w o u l d  b e n e f i t  from it, it is a 
fair, r a t iona l a p p r o a c h  to a p r o b l e m  that does not have 
any easy solutions.

V. M E A N S  TEST P R O P O S A L

A. Summary

Under the m e a n s  test proposal, an i n d i v i d u a l  age 65 or 
over m a y  app ly for a b onus o f  $250 a m o n t h  if his or 
her a d j u s t e d  gross i n come w a s  less than $25,000 for the 
year p rior  to applic ation. A n  i n d i v i d u a l  w h o  does not 
m e e t  the income requirement, or w h o  c h o o s e s  not to 
apply for $250, is e l i g i b l e  for a b onus o f  $100 per 
month.

The $25,000 income cap w i l l  a l l o w  80% of A l a s k a n  elders 
to continue to receive the $250 m o n t h l y  bonus. At the 
same time, the p r o p o s a l  w o u l d  reduce p a y m e n t s  co those 
el d e r l y  A l a s k a n s  for w h o m  a m o n t h l y  b onu s is not a
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financial i n c e ntive to r emain  in the State. These 
w e a l t h i e r  i n d i v i d u a l s  w i l l  c o n t i n u e  to be h o n o r e d  w i t h  
a smaller m o n t h l y  b o n u s  that can be v i e w e d  as a 
p s y c h o l o g i c a l  i n c e n t i v e  to r e m a i n  in Alaska.

B . R e as ons for a M e a n s  T e s t  P r o g r a m

M a n y  elder A l a s k a n s  hav e v e h e m e n t l y  o p p o s e d  c r e a t i o n  of 
a "welfare" b o n u s  program. T h e s e  i n d i v i d u a l s  feel that 
the bonus w a s  o r i g i n a l l y  i n t ende d to r eward t h e m  for 
t h e i r  c o n t r i b u t i o n s  to A l a s k a  and that it n e v e r  was 
intended to be a form of p u b l i c  assistance. Indeed, 
some of these e ld ers a p p e a r  to p r e f e r  no future for the 
b o n u s  p r o g r a m  at all if that futur e is b a s e d  on need.

W h y  then should the L e g i s l a t u r e  s e r i o u s l y  c o n s i d e r  a 
m e a n s  test p r o p o s a l ?  One i m p o r t a n t  r eas on is the 
federal g o v e r n m e n t ' s  p o s i t i o n  on the impa ct of future 
b onus income on p u b l i c  assistanc e. Since federal 
o f f i cials insist that  the $250 b o n u s  be c o u n ted w h e n  
d e t e r m i n i n g  p u b l i c  a s s i s t a n c e  e l i g i b i l i t y  for some 
A l a s k a n  elders, this p r o p o s a l  r e p r e s e n t s  a d i r e c t  
m e t h o d  of c a n c e l l i n g  the a f f e c t  of the federal action. 
It w o u l d  e l i m i n a t e  the loss o f  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  Income and Old Age A s s i s t a n c e  for 750 A l a s k a n s  
and n o n - n u r s i n g  home m e d i c a i d  b e n e f i t s  for 314 
A l a s k a n s .

Also, federal o f f i c i a l s  have i n d i c a t e d  that they wi ll 
be flexible in d e t e r m i n i n g  w h e t h e r  a p r o g r a m  meets 
t heir d e f i n i t i o n  of need. T h o u g h  this p r o p o s a l  still 
allows 80% of c u r r e n t  r e c i p i e n t s  to c o n tinue to get 
$250 a month, federal o f f i c i a l s  b e l i e v e  it wil l fall 
w i t h i n  their definition.

The p r o p o n e n t s  o f  this p r o p o s a l  are not i n s ensitive to 
the w i shes o f  those e lders w h o  are o p p o s e d  to any  needs 
b a s e d  program. Rather, they have a t t e m p t e d  to craft a 
p r o p o s a l  that does a l l e v i a t e  the federal c o n c e r n  as 
w e l l  as the c o n c e r n  of these elders. Actually, this 
p r o posal w o u l d  not i m p l emen t a "welfare" program. It 
is only a needs  b a s e d  one in the sense that it does 
d r a w  d i s t i n c t i o n s  a m ong elders b a s e d  on income. But it 
is not a "welfare" p r o g r a m  b e c a u s e  it is not o n l y  for 
the very poor. All e lder s get a b o n u s  and m o s t  elders 
g et the same bonus; only the w e a l t h i e s t  20% get less 
than the o t h e r s .

Moreover, there are m a n y  elders w h o  do not share the 
strong feelings about a p o t e n t i a l  "welfare" stigma. 
T hese i n d i v i d u a l s  are not a lways the m o s t  vocal, but 
they are still important. This p r o p o s a l  emphasizes 
their import a n c e  and p o ints out a n o t h e r  m e t h o d  of 
d e a l i n g  w i t h  the state's fiscal r e a l i t y  by g i v i n g  a



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

C .  L e g a l i t y  o f  t h e  P r o p o s a l

T h e  l a r g e s t  l e g a l  q u e s t i o n  p o s e d  b y  t h i s  p r o p o s a l  i s  
w h e t h e r  t h e  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  w o u l d  b e  
v a l i d  f o r  t h e  $ 2 5 0  b o n u s  s i n c e  i t s  r e c e i p t  w o u l d  b e  
b a s e d  o n  a  p e r s o n ' s  i n c o m e .  T h e  U n i t e d  S t a t e s  S u p r e m e  
C o u r t  h a s  h e l d  t h a t  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  
i n f r i n g e s  o n  t h e  f e d e r a l l y  p r o t e c t e d  r i g h t  t o  t r a v e l  
w h e n  u s e d  i n  a  p r o g r a m  w h i c h  p r o v i d e s  t h e  " b a s i c  
n e c e s s i t i e s  o f  l i f e . "  T h u s ,  i n  S h a p i r o  v .  T h o m p s o n ,
3 9 4  U . S . 6 1 8  ( 1 9 6 9 ) ,  t h e  c o u r t  s t r u c k  d o w n  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 o r  w e l f a r e  a s s i s t a n c e .

B u t  e v e r y  g o v e r n m e n t  p r o g r a m  d o e s  n o t  p r o v i d e  f o r  
" b a s i c  n e c e s s i t i e s  o f  l i f e . "  F o r  e x a m p l e ,  i n  H a w a i i  
B o a t i n g  A s s o c i a t i o n  v .  W a t e r  T r a n s p o r t a t i o n  F a c i l i t i e s , 
6 5 1  F . 2 d  6 6 1  ( 9 t h  C i r .  1 9 8 1 ) ,  t h e  c o u r t  f o u n d  t h a t  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 o r  r e d u c e d  r a t e s  f o r  
b o a t  m o o r a g e  d i d  n o t  i m p a i r  t h e  r i g h t  t o  t r a v e l ,  s i n c e  
t h e  b e n e f i t  i n v o l v e d  w a s  n o t  s i g n i f i c a n t .

W h i l e  t h e  c o u r t s  h a v e  r u l e d  t h a t  s o m e  p r o g r a m s  c l e a r l y  
f a l l  w i t h i n  t h e  " b a s i c  n e c e s s i t i e s "  d e f i n i t i o n  ( s u c h  a s  
w e l f a r e ,  h o s p i t a l i z a t i o n ,  a n d  f e d e r a l  l o w  r e n t  h o u s i n g )  
a n d  s o m e  p r o g r a m s  a r e  c l e a r l y  o u t s i d e  o f  t h a t  
d e f i n i t i o n  ( s u c h  a s  m o o r a g e  f e e s ,  p r a c t i c i n g  l a v  
w i t h o u t  t a k i n g  a  b a r  e x a m ,  r u n n i n g  f o r  c i t y  c o u n c i l  a n d  
COLAs i n  w o r k e r s  c o m p e n s a t i o n  b e n e f i t s ) , t h e r e  i s  n o  
p r e c i s e  d i v i d i n g  l i n e .  A s t r o n g  a r g u m e n t  c o u l d  b e  m a d e  
t h a t  t h i s  p r o p o s a l  d o e s  n o t  p r o v i d e  a  " b a s i c  n e c e s s i t y "  
a n d  t h a t  t h e  o n e  y e a r  r e q u i r e m e n t  i s  v a l i d .

F i r s t ,  t h e  S t a t e  h a s  o t h e r  p r o g r a m s  s u c h  a s  o l d  a g e  
a s s i s t a n c e  a n d  m e d i c a i d  w h i c h  a r e  a v a i l a b l e  t o  n e w  
A l a s k a n s  t o  p r o v i d e  b a s i c  n e c e s s i t i e s .

S e c o n d ,  t h e  i n c o m e  c a p  r e q u i r e m e n t  i s  n o t  t y p i c a l  o f  a 
t e s t  f o r  w e l f a r e  e l i g i b i l i t y .  A  w e l f a r e  p r o g r a m  t e s t  
l o o k s  a t  a  p e r s o n ' s  t o t a l  a s s e t s  ( i . e . ,  v a l u e  o f  t h e i r  
h o m e ,  b o a t s ,  c a r s ,  e t c . ) ,  b u t  t h i s  p r o p o s a l  o n l y  
l o o k s  a t  a  p e r s o n ' s  a d j u s t e d  g r o s s  i n c o m e .  T h e  i n c o m e  
c a p  p r o v i s i o n s  a r e  m o r e  p r o p e r l y  v i e w e d  a s  a r e t i r e m e n t  
s u p p l e m e n t  t o  a l l  b u t  t h e  m o s t  w e a l t h y ,  r a t h e r  t h a n  a s  
a p r o g r a m  t o  f u l f i l l  b a s i c  n e e d s .

F i n a l l y ,  t h e  p u r p o s e  o f  t h e  o n e  y e a r  r e q u i r e m e n t  w o u l d  
b e  t o  d e t e r m i n e ,  w i t h o u t  t o o  m u c h  a d m i n i s t r a t i v e  
b u r d e n ,  w h i c h  e l d e r s  a r e  b o n a - f i d e  A l a s k a n s  a s  o p p o s e d  
t o  m e r e  v i s i t o r s .  L i k e  s t u d e n t s ,  o l d e r  A l a s k a n s  t e n d  
t o  t r a v e l  f o r  e x t e n d e d  p e r i o d s .  S o  l o n g  a s  s e n i o r s  a r e  
n o t  d e n i e d  b a s i c  n e c e s s i t i e s  s u c h  a s  m e d i c a l  c a r e  a n d  
f u n d s  f o r  f o o d  a n d  s h e l t e r  i f  t h e y  a r e  d e s t i t u t e ,  we

- 9 -



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

D .  C o n c l u s i o n

T h i s  p r o p o s a l  i s  v a l i d  b e c a u s e  i t  a d d r e s s e s  t h e  f e d e r a l  
s u p p o r t  o f  t h e  p u b l i c  a s s i s t a n c e  q u e s t i o n  a n d  b e c a u s e  
i t  f a v o r s  t h o s e  A l a s k a n s  w h o  n e e d  t h e  b o n u s  t h e  m o s t .
A s  s u c h ,  i t  s h o u l d  b e  t h e  s u b j e c t  o f  s e r i o u s  
l e g i s l a t i v e  c o n s i d e r a t i o n ,  e v e n  t h o u g h  s o m e  s e n i o r s  
h a v e  r e s e r v a t i o n s  a b o u t  i t .

V I .  STATUS QUO PROPOSAL

A .  S u m m a ry

T h i s  p r o p o s a l  w o u l d  c o n t i n u e  t h e  p r e s e n t  p r o g r a m  —
$ 2 5 0  m o n t h l y  b o n u s  t o  a l l  o n e  y e a r  r e s i d e n t s  a t  l e a s t  
6 5  y e a r s  o l d  —  i n d e f i n i t e l y .

B . T h e  B o n u s  a s  a P r i o r i t y  f o r  S t a t e  F u n d i n g

T h i s  p r o p o s a l  a s s e r t s  t h a t  t h e  b o n u s  i n  i t s  p r e s e n t  
f o r m  i s  a  m a j o r  p r i o r i t y  a n d  s h o u l d  b e  c o n t i n u e d  f o r  
a l l  A l a s k a n s  d e s p i t e  t h e  h i g h  c o s t .  I f  o u r  r e v e n u e s  
w e r e  n o t  d w i n d l i n g  a t  a n  e v e r i n c r e a s i n g  p a c e ,  w e  w o u l d  
l o o k  m o r e  f a v o r a b l y  o n  t h i s  p r o p o s a l .  We f e a r ,  
h o w e v e r ,  t h a t  o t h e r  s t a t e w i d e  n e e d s  s u c h  a s  r o a d s ,  
w a t e r  a n d  s e w e r ,  e d u c a t i o n ,  a n d  h e a l t h  c a r e  w i l l  s u f f e r  
i f  t h e  b o n u s  p r o g r a m  c o n t i n u e s  i n  i t s  p r e s e n t  f o r m .  
T h e r e  a r e  s i m p l y  n o t  e n o u g h  o i l  d o l l a r s  t o  m e e t  a l l  o u r  
n e e d s .  M any  o t h e r  S t a t e  p r o g r a m s  r e w a r d  a n d  a s s i s t  
e l d e r  A l a s k a n s .  We h o p e  t o  c o n t i n u e  f u n d i n g  t h e s e  
p r o g r a m s  a s  w e l l  a s  a  l e s s  e x p e n s i v e  b o n u s  p r o g r a m .

C . C o n t i n u i n g  t h e  S t a t u s  Q u o  i n  FY 86

A l t h o u g h  w e  a r e  u n c o m f o r t a b l e  w i t h  t h e  n o t i o n  o f  
c o n t i n u i n g  t h e  p r o g r a m  i n  i t s  p r e s e n t  f o r m  f o r e v e r ,  we  
f e e l  s t r o n g l y  t h a t  i f  t h e  L e g i s l a t u r e  a n d  t h e  G o v e r n o r  
c a n n o t  r e a c h  a g r e e m e n t  o n  a n y  o t h e r  p r o p o s a l s  d u r i n g  
t h i s  s e s s i o n ,  t h e  c u r r e n t  b o n u s  p r o g r a m  s h o u l d  b e  
e x t e n d e d  f o r  a n o t h e r  y e a r .  We d o  n o t  p r e f e r  t h i s  
a p p r o a c h ,  b u t  w e  d o  n o t  w a n t  t o  e n d  t h e  p r o g r a m  
a l t o g e t h e r  i f  1 2 0  d a y s  i s  n o t  e n o u g h  t i m e  t o  r e a c h  
c o n s e n s u s  o n  t h i s  i m p o r t a n t  i s s u e .

A .  How t o  P r o t e c t  t h e  B o n u s  I n c o m e  o f  P u b l i c  
A s s i s t a n c e  R e c i p i e n t s

F e d e r a l  a n d  S t a t e  l a w  t r e a t  t h e  l o n g e v i t y  b o n u s  p a y m e n i
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i n  a  m a n n e r  t h a t  r e s u l t s  i n  a  d e v a s t a t i n g  f o r m  o f  
" l e g a l "  d i s c r i m i n a t i o n  f o r  m a n y  s e n i o r  c i t i z e n s  o n  
p u b l i c  a s s i s t a n c e .  T h e s e  l a w s  r e q u i r e  t h e  s e n i o r  
c i t i z e n  t o  a p p l y  f o r  t h e  l o n g e v i t y  b o n u s .  T h e n ,  t h e s e  
s a m e  l a w s  r e d u c e  o r  e l i m i n a t e  t h e  a m o u n t  o f  p u b l i c  
a s s i s t a n c e  p a y m e n t s ,  d o l l a r  f o r  d o l l a r .  T h e  s e n i o r  
c i t i z e n s  o n  p u b l i c  a s s i s t a n c e ,  u n l i k e  t h e  m i d d l e  a n d  
h i g h  i n c o m e  s e n i o r s  w h o  r e c e i v e  t h e  l o n g e v i t y  b o n u s  o n  
t o p  o f  a l l  o t h e r  i n c o m e ,  r e a l i z e  n o  m a t e r i a l  g a i n  i n  
t h e i r  i n c o m e  f r o m  r e c e i p t  o f  t h e  l o n g e v i t y  b o n u s .  
A d d i t i o n a l l y ,  m a n y  o f  t h e  s e n i o r s  a l s o  l o s e  t h e i r  
e n t i t l e m e n t  t o  p u b l i c  a s s i s t a n c e  m e d i c a l  b e n e f i t s  t h a t  
t h e  l o n g e v i t y  b o n u s  p a y m e n t  d o e s  n o t  r e p l a c e .  T h e  
p o o r e s t  o f  o u r  s e n i o r s  —  t h o s e  w h o  n e e d  t h e  b o n u s  t h e  
m o s t  —  a r e  a c t u a l l y  h a r m e d  b y  t h e  A l a s k a  l o n g e v i t y  
b o n u s .

T h i s  " c a t c h  2 2 "  a f f e c t s  a l l  s e n i o r s  w h o  f a l l  i n t o  
e i t h e r  o f  t w o  c a t e g o r i e s :

1 .  S e n i o r s  w h o  r e a c h e d  t h e  a c e  o f  65  d u r i n g  1 9 8 4  
t h r o u g h  S e p t e m b e r  3 0 ,  1 9 8 5 ,  a n d  w h o  d i d  n o t  
m e e t  t h e  u n 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 s .

2 .  S e n i o r s  w h o  r e a c h  t h e  a g e  o f  65  a f t e r  
S e p t e m b e r  3 0 ,  1 9 8 5 ,  i r r e s p e c t i v e  o f  t h e i r  
r e s i d e n c y .  T h i s  c a t e g o r y  w o u l d  i n c l u d e  a l l  
s e n i o r s  w h o  w o u l d  h a v e  m e t  t h e  
u n 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 s .

T h e  e f f e c t  o f  t h i s  " c a t c h  2 2 "  i s  t h a t  t h e  f e d e r a l  
g o v e r n m e n t  s a v e s  f e d e r a l  f u n d s  a n d  A l a s k a ' s  l o n g e v i t y  
b o n u s  p r o g r a m  b e c o m e s  a  c a s h  b e n e f i t  p r o g r a m  f o r  t h e  
m i d d l e  a n d  u p p e r  c l a s s e s  o f  s e n i o r s  w h o  n e e d  t h e  m o n e y  
f a r  l e s s  t h a n  t h e  p o o r .

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

1 .  c r e a t e  a m e a n s  t e s t  l o n g e v i t y  b o n u s  p r o g r a m ,  
o r

2 .  c r e a t e  a " h o l d - h a r m l e s s "  p r o v i s i o n  i n  S t a t e  
p u b l i c  a s s i s t a n c e  s t a t u t e s  t o  e n s u r e  t h a t  t h e  
S t a t e  m a k e s  u p  t h e  d i f f e r e n c e  i n  f e d e r a l  
b e n e f i t s  l o s t  a n d  c o n t i n u e s  t o  p a y  S t a t e  
p u b l i c  a s s i s t a n c e  t o  i n d i v i d u a l s  e f f e c t e d  b y  
t h e  " c a t c h  2 2 . "

T h e  c o s t  t o  t h e  S t a t e  w o u l d  b e :
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A l r e a d y
B u d g e t e d

R e q u i r e d  
F i s c a l  N o t e

F e d e r a l  ( S S I )  P a y m e n t  
S t a t e  (OAA) P a y m e n t  
N o n - n u r s i n g  Fume M e d i c a l

0

7 6 0 , 0 0 0
0

1 , 4 0 0 , 0 0 0
0

4 1 3 , 8 4 7
1 , 8 1 3 , 8 4 77 6 0 , 0 0 0

I f  t h e  N u r s i n g  Home E x c l u s i o n  A m e n d m e n t  ( s e e  " B " ,  p a g e  
1 3 )  i s  n o t  a d o p t e d ,  t h e n  t h e  h o l d - h a r m l e s s  f i s c a l  n o t e  
s h o u l d  b e  i n c r e a s e d  b y  $ 5 1 4 , 9 8 2  f o r  F Y 8 6 .

O n e  S t a t u t e  c h a n g e  w o u l d  b e  n e e d e d  t o  h o l d  r e c i p i e n t s  
h a r m l e s s  u n d e r  a l l  c u r r e n t l y  p r o p o s e d  l o n g e v i t y  b o n u s  
p r o g r a m s :

A m end  A r t i c l e  4 ,  AS 4 7 . 2 5 . 4 3 0 f ,  t o  p r o v i d e  t h a t

( 1 )  T h e  D e p a r t m e n t  m u s t  i n c r e a s e  t h e  a m o u n t  o f  a n  
i n d i v i d u a l ' s  A d u l t  P u b l i c  A s s i s t a n c e  p a y m e n t  
b y  t h e  a m o u n t  o f  a n y  r e d u c t i o n  i n  a s s i s t a n c e  
p r o v i d e d  u n d e r  T i t l e  X V I  o f  t h e  S o c i a l  
S e c u r i t y  A c t  w h i c h  o c c u r s  s o l e l y  b e c a u s e  o f  
c o n s i d e r i n g  p a y m e n t s  m a d e  u n d e r  AS 4 7 . 4 5  a s  
a v a i l a b l e  i n c o m e ;  a n d

( 2 )  N o t w i t h s t a n d i n g  AS 4 7 . 2 5 . 4 3 5 ,  i n  d e t e r m i n i n g  
e l i g i b i l i t y  f o r  A d u l t  P u b l i c  A s s i s t a n c e  a n d  
t h e  a m o u n t  o f  A d u l t  P u b l i c  A s s i s t a n c e  
p a y m e n t ,  t h e  D e p a r t m e n t  w i l l  n o t  c o n s i d e r  a n y  
p a y m e n t  m a d e  u n d e r  AS 4 7 . 4 5  a s  i n c o m e  
a v a i l a b l e  t o  t h e  a p p l i c a n t  o r  r e c i p i e n t .

N o t e :  R e g a r d l e s s  o f  w h i c h  l o n g e v i t y  b o n u s  p r o p o s a l  i s
e n a c t e d ,  t h e  h o l d - h a r m l e s s  p r o v i s i o n s  a b o v e  m u s t  
h a v e  a n  e f f e c t i v e  d a t e  o f  J u l y  1 ,  1 9 8 5 .  I f  t h e  
m e a n s  t e s t  p r o p o s a l  i s  e n a c t e d ,  t h e s e  h o l d -  
h a r m l e s s  p r o v i s i o n s  s h o u l d  s u n s e t  o n  t h e  
e f f e c t i v e  d a t e  o f  t h e  n e w  a c t  t o  p r o t e c t  f u n d i n g  
l e v e l  o f  a d u l t  p u b l i c  a s s i s t a n c e  p r o g r a m s .

B . E x c l u s i o n  o f  I n d i v i d u a l s  i n  N u r s i n g  H o m e s  f r o m  
E l i g i b i l i t y  f o r  t h e  B o n u s

T h e  b o n u s  c a n  p r e c l u d e  a  p o o r  e l d e r  f r o m  r e c e i v i n g  
M e d i c a i d  a s s i s t a n c e  w h i l e  i n  a  n u r s i n g  h o m e  e v e n  t h o u g h  
i t  d o e s  n o t  o f f s e t  t h e  c o s t  o f  c a r e  i n  t h e  n u r s i n g  h o m e  
( a p p r o x i m a t e l y  $ 4 0 0 0 / m o n t h ) . A l s o ,  t h e  f e d e r a l  

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

STATUTE CHANGES
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t h e s e  i n d i v i d u a l s  h a r m l e s s  a t  a  c o s t  o f  $ 5 1 4 , 9 8 2  
( G e n e r a l  F u n d ) , t h e  L e g i s l a t u r e  c o u l d  m a k e  n u r s i n g  h om e  
r e s i d e n t s  i n e l i g i b l e  f o r  a  b o n u s .

I t  s h o u l d  b e  e m p h a s i z e d  t h a t  t h i s  s u g g e s t i o n  i s  n o t  
i n t e n d e d  t o  h a r m  n u r s i n g  h o m e  r e s i d e n t s  o r  t o  j u d g e  
t h e i r  w o r t h i n e s s  f o r  r e c e i p t  o f  a  b o n u s .  R a t h e r ,  i t  i s  
i n t e n d e d  t o  p r o t e c t  s u c h  e l d e r s  f r o m  t h e  e x o r b i t a n t  
c o s t  o f  n u r s i n g  h o m e  c a r e .  I r r e s p e c t i v e  o f  p e r s o n a l  
i n c o m e  b e f o r e  e n t e r i n g  a  n u r s i n g  h o m e ,  97% o f  A l a s k a n s  
i n  n u r s i n g  h o m e s  i n  t h e  s t a t e  e v e n t u a l l y  t u r n  t o  
M e d i c a i d  t o  p a y  t h e i r  b i l l s .

, COST INFORMATION

A .  L o n g  T e r m  C o s t s

T h e  f o l l o w i n g  c h a r t  c o m p a r e s  t h e  c o s t  o f  t h e  f o u r  
p r o p o s a l s  i n  n o m i n a l  d o l l a r s  t h r o u g h  f i s c a l  y e a r  2 0 3 4 .  
T h e  c h a r t  s h o w s  t h a t  t h e  g e n e r a l  f u n d  c o s t s  o f  b o t h  t h e  
a n n u i t y  a n d  s t a i r s t e p p i n g  p r o p o s a l s  e v e n t u a l l y  
d i s a p p e a r  w h e r e a s  t h e  m e a n s  t e s t  a n d  s t a t u s  q u o  
p r o p o s a l s  c o n t i n u e  t o  n e e d  g e n e r a l  f u n d s .  F o r  t h e  n e x t  
50  y e a r s ,  t h e  t o t a l  c o s t s  a r e  a s  f o l l o w s :

A n n u i t y  p r o p o s a l  $ 1 . 2 9  b i l l i o n
S t a i r s t e p p i n g  p r o p o s a l  $ 1 . 1 3  b i l l i o n
M e a n s  t e s t  p r o p o s a l  $ 3 . 2 0  b i l l i o n
S t a t u s  Q u o  $ 5 . 4 2  b i l l i o n

T h e  p r e s e n t  v a l u e  ( t h e  a m o u n t  o f  f u n d i n g  n e c e s s a r y  t o  
e n d o w  t h e  p r o g r a m  t o d a y )  o f  t h e  c o s t  o f  t h e s e  p r o p o s a l s  
i s :

A n n u i t y  p r o p o s a l  $ 6 2 0 . 0 2  m i l l i o n
S t a i r s t e p p i n g  p r o p o s a l  $ 4 9 6 . 8 8  m i l l i o n
M e a n s  t e s t  p r o p o s a l  $ 6 3 4 . 9  m i l l i o n
S t a t u s  Q u o  p r o p o s a l  $ 8 7 9 . 7 8  m i l l i o n

B . P o p u l a t i o n  F o r e c a s t

T h e  c o s t  c h a r t  i s  b a s e d  o n  a  f o r e c a s t  o f  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 i s  f o r e c a s t  m ay  o v e r s t a t e  t h e  
n u m b e r  o f  p e o p l e  w h o  w i l l  a c t u a l l y  p a r t i c i p a t e  i n  a n y  
o f  t h e  p r o p o s e d  p r o g r a m s ,  a t  l e a s t  i n  t h e  n e a r  t e r m .
F o r  e x a m p l e ,  t h e  p o p u l a t i o n  f o r e c a s t  p r e d i c t s  1 6 , 7 4 4  
e l i g i b l e s  f o r  FY 8 6 ,  y e t  o n l y  1 4 , 5 4 7  e l d e r s  a r e  
c u r r e n t l y  r e c e i v i n g  a  b o n u s .  A l s o ,  a f t e r  2 0 1 0 ,  t h e  
f o r e c a s t  a s s u m e s  t h a t  t h e  e l d e r  p o p u l a t i o n  r e m a i n s  
c o n s t a n t ,  w h i c h  d o e s  n o t  a c c o u n t  f o r  d e a t h ,  m i g r a t i o n ,  
e t c .

I f  t h e  p o p u l a t i o n  p r o j e c t i o n s  d o  t u r n  o u t  t o  b e  t o o  
h i g h ,  t h e n  t h e  c o s t  e s t i m a t e s  a r e  a l s o  t o o  h i g h .
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COMPARISON OF A[.B ALTERNATIVES

— — — — »« ----------A N N U A L  C O S T S - -

( m l l l i o n a )

• - M E A N S  T E S T B I L L - - ----------- A N N U I T Y  B I L L -

F I S C A L M E A N S A L B  T O H A X I K U H 6 5 6 5 6 5 H E A N S

Y E A R T E S T  U N I V E R S A L P E R S O N S  6 5 P O S S I B L E R E S I D U A L 6 5  t B E F O R E  A F T E R B E F O R E A N N U I T Y S T A I R S T E P C U R R E N T T E S T

A L B A L B B E F O R E  1 9 8 6 A N N U I T Y A L B O V E R 1 9 8 6 1 9 8 5 1 9 9 2 B I L L " B I L L * " L A N B I L L

1 9 8 6 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 2 5 0 . 0 0 $ 1 1 . 9 2 $ 2 3 8 . 0 8 1 6 , 7 4 4 I S , 0 3 9 1 , 7 0 5 1 6 , 7 4 4 $ 7 5 . 2 $ 5 0 . 2 $ 5 0 . 2 $ 5 0 . 2

1 9 8 7 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 2 5 7 , 5 0 $ 2 4 . 8 6 $ 2 3 2 . 6 4 1 7 , 7 6 8 1 4 , 3 4 9 3 , 4 1 9 1 7 , 7 6 8 $ 8 0 . 4 $ 5 3 . 3 $ 5 3 . 3 $ 4 6 . 7

1 9 8 8 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 2 6 5  *3 $ 3 9 . 0 5 $ 2 2 6 . 1 8 1 8 , 7 6 9 1 3 , 6 6 0 5 , 1 0 9 1 8 , 7 6 9 $ 8 5 . 0 $ 5 6 . 3 $ 5 6 . 3 $ 4 8 . 6

1 9 8 9 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 2 7 3 . 1 8 $ 4 6 . 9 4 $ 2 2 6 . 2 4 1 9 , 8 2 8 1 2 , 9 7 4 6 , 8 5 4 1 9 , 8 2 8 $ 6 1 . 1 $ 5 9 . 5 $ 5 9 . 5 $ 5 0 . 6

1 9 9 0 $ 2 5 0  . 00 $ 1 0 0 . 0 0 $ 2 8 1 . 3 8 $ 5 6 . 2 7 $ 2 2 5 . 1 1 2 0 , 9 1 3 1 2 , 2 9 3 8 , 6 2 0 2 0 , 9 1 3 $ 6 4 . 8 $ 6 2 . 7 $ 6 2 . 7 $ 5 2 . 4

1 9 9 1 $ 2 S 0 .0 0 $ 1 0 0 . 0 0 $ 2 8 9 . 8 2 $ 6 7 . 2 1 $ 2 2 2 . 6 1 2 1 , 9 0 8 1 1 , 6 1 6 0 , 2 9 2 2 1 , 9 0 8 $ 6 7 . 9 $ 6 5 . 7 $ 6 5 . 7 $ 5 4 . 0

1 9 9 2 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 2 9 8 . 5 1 $ 7 9 . 9 3 $ 2 1 8 . 5 8 2 2 , 8 4 9 1 0 , 9 4 3 1 , 9 0 6 2 3 , 8 3 9 $ 7 0 . 4 $ 6 2 . 5 $ 6 8 . 5 $ 5 5 . 3

1 9 9 3 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 0 7 . 4 7 $ 9 4 . 6 7 $ 2 1 2 . 8 0 2 3 , 8 6 1 1 0 , 2 7 3 3 , 5 8 8 1 9 , 8 9 0 $ 7 2 . 6 $ 5 9 . 7 $ 7 1 . 6 $ 5 6 . 6

1 9 9 4 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 1 6 . 6 9 $ 1 1 1 . 7 3 $ 2 0 4 . 9 6 2 4 , 7 9 9 9 , 6 0 6 5 , 1 9 3 1 8 , 8 2 3 $ 7 3 . 9 $ S 6 . 5 $ 7 4 . 4 $ 5 7 . 7

1 9 9 5 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 2 6 . 1 9 $ 1 3 1 . 5 3 $ 1 9 4 . 6 6 2 5 , 8 9 1 8 , 9 4 5 6 , 9 4 6 1 7 , 9 4 0 $ 7 4 . 6 $ 5 3 . 8 $ 7 7 . 7 $ 5 9 . 0

1 9 9 6 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 3 5 . 9 8 $ 1 5 4 . 2 0 $ 1 8 1 . 7 8 2 6 , 8 6 3 8 , 2 9 1 8 , 5 7 2 1 6 , 8 7 3 $ 7 3 . 9 $ 5 0 . 6 $ 8 0 . 6 $ 5 9 . 9

1 9 9 7 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 4 6 . 0 6 $ 1 8 0 . 1 3 $ 1 6 5 . 9 3 2 7 , 6 9 2 7 , 6 4 4 0 , 0 4 8 1 5 , 8 1 9 $ 7 1 . 7 $ 4 7 . 5 $ 8 3 . 1 $ 6 0 . 5

1 9 9 8 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 5 6 . 4 4 $ 2 0 9 . 7 6 $ 1 4 6 . 6 8 2 8 , 6 5 7 7 , 0 1 2 1 , 6 4 5 1 4 , 9 3 4 $ 6 8 . 1 $ 4 4 . 0 $ 8 6 . 0 $ 6 1 . 3

1 9 9 9 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 6 7 . 1 3 $ 2 4 3 . 5 2 $ 1 2 3 . 6 1 2 9 , 5 5 6 , 6 , 3 9 6 3 , 1 6 0 1 3 , 9 6 9 $ 6 2 . 5 $ 4 1 . 9 $ 8 8 . 7 $ 6 1 . 8

2000 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 7 8 . 1 5 $ 2 0 1 . 9 2 $ 9 6 . 2 3 3 0 , 5 1 1 5 , 7 9 9 4 , 7 1 2 1 3 , 0 3 1 $ 5 4 . 9 $ 3 9 . 1 $ 9 1 . 5 $ 6 2 . 5

2001 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 3 8 9 . 4 9 $ 3 2 5 . 3 4 $ 6 4 . 1 5 3 1 , 4 5 9 5 , 2 2 5 6 , 2 3 4 1 2 , 0 9 8 $ 4 4 , 6 $ 3 6 . 3 $ 9 4 . 4 9 6 3 . 2

2002 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 0 1 . 1 8 $ 3 7 4 . 2 6 $ 2 6 . 9 2 3 2 , 4 4 0 4 , 6 7 6 7 , 7 6 4 1 1 , 1 9 3 $ 3 1 . 5 $ 3 3 . 6 $ 9 7 . 3 $ 6 4 . 0

2 0 0 3 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 1 3 . 2 1 $ 4 2 9 . 2 5 - 0 - 3 3 , 4 4 8 4 , 1 5 6 1 0 , 3 0 6 $ 2 0 . 6 $ 3 0 . 9 $ 1 0 0 . 3 $ 6 4 . 7

2 0 0 4 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 2 5 . 6 1 $ 4 9 0 . 9 7 3 4 , 4 8 3 3 , 6 6 6 9 , 4 3 0 $ 1 8 . 7 $ 2 8 . 3 $ 1 0 3 . 4 $ 6 5 . 4

2 0 0 5 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 3 8 . 3 8 $ 5 6 0 . 1 8 - 0 - 3 5 , 7 2 1 3 , 2 1 0 8 , 6 3 9 $ 1 6 . 9 $ 2 5 . 9 $ 1 0 7 . 2 $ 6 6 . 7

2 0 0 6 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 5 1 . S 3 $ 6 3 7 . 6 3 3 7 , 1 3 0 2 , 7 0 8 7 , 8 5 0 $ 1 5 . 1 $ 2 3 . 5 $ 1 1 1 . 4 $ 6 8 . 3

2 0 0 7 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 6 5 . 0 7 $ 7 2 1 . 1 5 - 0 - 3 8 , 4 8 9 2 , 4 0 2 7 , 0 4 3 $ 1 3 . 4 $ 2 1 . 1 $ 1 1 5 . 5 $ 6 9 . 7

2 0 0 8 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 7 9 . 0 3 $ 8 2 0 . 6 8 - 0 - 4 0 , 3 0 9 2 , 0 5 0 6 , 3 S 9 $ 1 1 . 8 $ 1 9 . 1 $ 1 2 0 . 9 $ 7 1 . 9

2 0 0 9 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 4 9 3 . 4 0 $ 9 2 8 . 2 2 - 0 - 4 2 , 1 9 4 1 , 7 7 6 5 , 6 4 0 $ 1 0 . 5 $ 1 6 . 9 $ 1 2 6 . 6 $ 7 4 . 0

2010 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 5 0 8 . 2 0 $ 1 , 0 4 7 . 8 8 - 0 - 4 4 , 0 1 2 1 , 4 4 9 4 , 9 5 0 $ 8 . 8 $ 1 4 . 9 $ 1 3 2 . 0 $ 7  6 . 1

2011 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 5 2 3 . 4 4 4 5 , 0 0 0 1 , 2 1 3 4 , 2 4 3 $ 7 . 6 $ 1 2 . 7 $ 1 3 5 . 0 $ 7 6 . 7

2012 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 5 3 9 . 1 5 4 5 , 0 0 0 1 , 0 0 3 3 , 6 6 9 $ 6 . 5 $ 1 1 . 0 $ 1 3 5 . 0 $ 7 5 . 6

2 0 1 3 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 5 5 5 . 3 2 - 0 - 4 5 , 0 0 0 8 1 9 3 , 1 6 1 $ 5 . 5 $ 9 . 5 $ 1 3 5 . 0 $ 7 4 . 5

2 0 1 4 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 5 7 1 . 9 8 - 0 - 4 5 , 0 0 0 6 5 8 2 , $ 9 8 $ 4 . 5 $ 8 . 1 $ 1 3 S .0 $ 7 3 . 5

2 0 1 5 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 5 8 9 . 1 4 4 5 , 0 0 0 5 2 1 2 , 3 4 0 $ 3 . 7 $ 7 . 0 $ 1 3 5 . 0 $ 7 2 . 4

2 0 1 6 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 6 0 6 . 8 2 - 0 - 4 5 , 0 0 0 4 0 5 1 , 9 0 7 $ 2 . 9 $ 5 . 7 $ 1 3 5 . 0 $ 7 1 . 3

2 0 1 7 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 6 2 5 . 0 2 - 0 - 4 5 , 0 0 0 3 0 9 1 , 5 9 6 $ 2 . 3 $ 4 . 8 $ 1 3 5 . 0 $ 7 1 . 0

2 0 1 8 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 6 4 3 . 7 7 - 0 - 4 5 , 0 0 0 2 3 1 1 , 3 2 0 $ 1 . 8 $ 4 . 0 $ 1 3 5 . 0 $ 7 0 . 7

2 0 1 9 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 6 6 3 . 0 8 c o n t i n u e s - 0 - 4 5 , 0 0 0 1 6 9 1 , 0 1 8 $ 1 . 3 $ 3 . 2 $ 1 3 5 . 0 $ 7 0 . 4

2020 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 6 8 2 . 9 8 t o - 0- 4 5 , 0 0 0 1 1 4 866 $ . 9 $ 2 . 6 $ 1 3 5 . 0 $ 7 0 . 1

2021 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 7 6 3 . 4 7 i n c r e a s e 4 5 , 0 0 0 7 6 686 $ .  6 $ 2 . 1 $ 1 3 5 . 0 9 6 9 . 9

2022 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 7 2 4 . 5 7 - 0 - 4 5 , 0 0 0 4 8 5 3 3 $ . 4 $ 1 . 6 $ 1 3 5 . 0 $ 6 9 . 6

2 0 2 3 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 7 4 6 . 3 1 - 0 - 4 5 , 0 0 0 3 1 4 0 7 $ . 3 $ 1 . 2 $ 1 3 5 . 0 $ 6 9 . 3

2 0 2 4 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 7 6 8 . 7 0 4 5 , 0 0 0 1 8 3 0 4 $ . 2 $ . 9 $ 1 3 5 . 0 $ 6 9 . 0

2 0 2 5 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 7 9 1 . 7 6 , 4 5 , 0 0 0 10 222 $ . 1 $ . 7 $ 1 3 5 . 0 $ 6 8 . 7

2 0 2 6 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 8 1 5 . 5 1 - 0 - 4 5 , 0 0 0 5 1 5 0 $ . 0 $ . 4 $ 1 3 5 . 0 $ 6 8 . '

2 0 2 7 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 8 3 9 . 9 7 - 0 - 4 5 , 0 0 0 3 100 $ . 0 $ . 3 $ 1 3 5 . 0 $ 6 8 . 1
2 0 2 8 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 $ 8 6 5 . 1 7 - 0- 4 5 , 0 0 0 1 6 3 $ . 0 $ . 2 $ 1 3 5 . 0 $ 6 7 . 8

' 2 0 2 9 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 - 0- 4 5 , 0 0 0 41 $ . 0 $ . 1 $ 1 3 5 . 0 $ 6 7 . 5

2 0 3 0 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 4 5 , 0 0 0 2 4 $ . 0 $ . 1 $ 1 3 5 . 0 $ 6 7 . 2

2 0 3 1 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 - 0- 4 5 , 0 0 0 13 $ . 0 $ . 0 $ 1 3 5 . 0 $ 6 7 . 0

2 0 3 2 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 - 0- 4 5 , 0 0 0 7 $ . 0 $ . 0 $ 1 3 5 . 0 $ 6 6 . 7

2 0 3 3 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 - 0- 4 5 , 0 0 0 4 $ . 0 $ . 0 $ 1 3 5 . 0 $ 6 6 . 4

2 0 3 4 $ 2 5 0 . 0 0 $ 1 0 0 . 0 0 - 0- 4 5 , 0 0 0 1 $ . 0 $ . 0 $ 1 3 5 . 0 $ 6 6 . 1
N O T E S •

T O T A L C O S T S , 1 9 8 6 - 2 0 3 4 : $ 1 , 2 8 7 . 8 $ 1 , 1 3 1 . 0 $ 5 , 4 1 8 . 9 $ 3 , 1 9 9 . 2

C O N S T A N T  1 9 8 5  D O L L A R S , 1 9 8 6 - 2 0 3 4 : $ 7 6 4 . 3 8 $ 6 2 5 . 0 1 $ 1 , 3 9 1 . 1 2 $ 9 4 5 . 9

P R E S B N T V A L U E , 1 9 8 6 - 2 0 3 4 : $ 6 2 0 . 2 ’ $ 4 9 6 . 8 8 $ 8 ^ 9 . 7 8 $ 6 3 4 . 9

* P e r s o n s  6 5  b e f o r e  1 9 8 6  g r a n d f a t h e r e d  ( i . e . ,  s t a i r s t e p p i n g  s t a r t s  I n 1 9 8 6 ) .  A n n u a l  c o s t a  i n c l u d e  

t h r e e  y e a r s  o f  " f r o n t  l o a d i n g "  ( $ 2 5 . 2  i n ' 8 6 , $ 2 6 . 5  i n  ' 87 ,  a n d  $ 2 7 . 7  in ' 8 8 ).

•* P e r s o n s  6 5  b e f o r e  1 9 9 *  g r a n d f a t h e r e d  ( i . e . ,  s t a i r s t e p p i n g  s t a r t s  i n  F Y  1 9 9 2 ) .

P r e p a r e d  b y  t h e  D i v i s i o n  o f  S t r a t e g i c  P l a n n i n g ,  O M D : 1 / 2 3 / 8 5
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A l t h o u g h  w e  t h i n k  i t  i s  i m p o r t a n t  t o  p o i n t  o u t  t h i s  
d a t a  l i m i t a t i o n  t o  p o l i c y  m a k e r s ,  w e  d o  n o t  s u g g e s t  
t h a t  a n o t h e r  s e t  o f  d a t a  b e  u s e d .  R a t h e r ,  w e  w i s h  t o  
o n l y  p o i n t  o u t  t h e  c o n s e r v a t i v e  n a t u r e  o f  t h e  
p r o j e c t i o n s .

C .  C o s t  o f  t h e  A n n u i t y  P r o p o s a l

T h i s  p a r t i c u l a r  c h a r t  s h o w s  t h e  c o s t  o f  t h e  a n n u i t y  
p r o g r a m  i f  a n  a v e r a g e  p a r t i c i p a t i o n  r a t e  o f  30% i s  
a c h i e v e d ,  i f  100% o f  e a c h  PFD c h e c k  i s  d e f e r r e d  i f  t h e  
L e g i s l a t u r e  c h o o s e s  t o  s u b s i d i z e  t h e  p r o g r a m  f o r  t h e  
f i r s t  t h r e e  y e a r s ,  a n d  i f  t h e  a n n u i t y  i n v e s t m e n t  
a c h i e v e s  a 3% r e a l  r a t e  o f  r e t u r n .  T h e  a c t u a l  c o s t  o f  
t h e  a n n u i t y  p r o g r a m  d e p e n d s  o n  s e v e r a l  v a r i a b l e s  n o t  
e a s i l y  p r e d i c t e d ,  i n  a d d i t i o n  t o  p o p u l a t i o n .  T h e  v a l u e  
o f  t h e  d i v i d e n d  e a c h  y e a r ,  t h e  a m o u n t  o f  s u b s i d y  
p r o v i d e d  e a c h  y e a r ,  t h e  c o s t  o f  a d m i n i s t e r i n g  t h e  
p r o g r a m ,  a n d  t h e  r e a l  r a t e  o f  r e t u r n  o n  t h e  m o n e y  
i n v e s t e d  a l l  a f f e c t  t h e  o v e r a l l  c o s t  o f  t h e  p r o g r a m .

F o r  e x a m p l e ,  i f  f r o n t - l o a d i n g  i s  p r o v i d e d  e v e r y  y e a r  
a n d  a l l  o t h e r  a s s u m p t i o n s  r e m a i n  t h e  s a m e ,  t h e  
a d d i t i o n a l  5 0  y e a r  c o s t  w o u l d  b e  $ 1 . 9 5  b i l l i o n .  E v e r y  
t i m e  a  v a r i a b l e  i s  c h a n g e d ,  t h e  c o s t  e s t i m a t e  a l s o  
c h a n g e s .

D.  C o s t  o f  t h e  S t a i r s t e p p i n g  P r o p o s a l

T h e  s t a i r s t e p p i n g  c o s t  i s  b a s e d  o n  t h e  A d a m s  p r o p o s a l .  
I f  s t a i r s t e p p i n g  b e g a n  i m m e d i a t e l y ,  b u t  t h e  a g e  o f  
e l i g i b i l i t y  w a s  o n l y  i n c r e a s e d  e v e r y  o t h e r  y e a r ,  t h e  
c o s t  o f  t h e  p r o g r a m  w o u l d  b e  $ 1 , 6 4 1 . 6  b i l l i o n .

E . C o s t  o f  t h e  M e a n s  T e s t  P r o p o s a l

I t  i s  i m p o r t a n t  t o  p o i n t  o u t  t h a t  u n d e r  t h i s  p r o p o s a l ,  
m o r e  e l d e r s  g e t  t h e  h i g h e r  b o n u s  u n t i l  FY 2 0 0 0 .  A t  
t h a t  t i m e ,  t h e  p e r c e n t a g e  s w i t c h e s ,  s i n c e  t h e  v a l u e  o f  
m o n e y  e r o d e s  o v e r  t i m e .

F .  C o s t  o f  t h e  S t  t u s  Q u o  P r o p o s a l

T h e  c o s t  o f  e x t e n d i n g  t h e  c u r r e n t  p r o g r a m  f o r  o n e  y e a r  
o n l y  w o u l d  b e  $ 5 0 . 2  m i l l i o n .
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CONCLUSION

We r e a l i z e  t h a t  t h e  m a j o r i t y  o f  t h e  G o v e r n o r ' s  T a s k  F o r c e  
f a v o r s  t h e  a n n u i t y  p r o p o s a l ,  a n d  t h e  m a j o r i t y  r e p o r t  
r e f l e c t s  t h a t .  H o w e v e r ,  w e  b e l i e v e  t h a t  t h e  r e p o r t  d o e s  n o t  
a d e q u a t e l y  a d d r e s s  s o m e  o f  t h e  p r o b l e m s  w i t h  t h a t  p r o p o s a l ,  
n o r  d o e s  i t  r e f u t e  w h a t  w e  s e e  a s  t h e  a d v a n t a g e s  o f  t h e  
s t a i r s t e p p i n g  a n d  m e a n s  t e s t  p r o p o s a l s .  T h i s  r e p o r t  i s  
i n t e n d e d  t o  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n  o n  a l l  t h e  
p r o p o s a l s  b e i n g  c o n s i d e r e d .  A s  t h e  L e g i s l a t u r e  a n d  t h e  
G o v e r n o r  b e g i n  t h e  p r o c e s s  o f  d e c i d i n g  t h e  f u t u r e  o f  t h e  
l o n g e v i t y  b o n u s ,  w e  h o p e  t h e  p r o s  a n d  c o n s  o f  e a c h  p r o p o s a l  
w i l l  b e  s e r i o u s l y  e x a m i n e d .

M a r s h a  A . H u b b a r d  
M e m b e r  o f  t h e  C o m m i t t e e

- 1 5 -



I n t r o d u c e d :  3/4/ 8 5
Referred: R u l e s

BY H U R L E Y ,  A D A M S ,  G R U S S E N D O R F ,  
C L O C K S I N ,  K O P O N E N ,  L A R SON, SUND,

1 IN THE H O U S E  T A Y L O R  A N D  B O U C H E R

2 H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO. 16

3 IN  T H E  L E G I S L A T U R E  OF  T H E  S T ATE O F  A L A S K A

4 F O U 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 R e l a t i n g  to t h e  l o n g e v i t y  b o n u s  p r o g r a m .

6 BE IT R E S O L V E D  BY  T H E  L E G I S L A T U R E  OF T HE STATE O F  A L A S K A :

7 W H E R E A S  the s t a t e  of A l a s k a  has always beer, c o m m i t t e d  to the e l d e r l y ;

8 and

9 W H E R E A S  that c o m m i t m e n t  h as b e e n  e v i d e n c e d  b y  t he A l a s k a  l o n g e v i t y

10 bonus p r o g r a m  s i n c e  1972; and

11 W H E R E A S  the r u l i n g  of the A l a s k a  Supreme C o u r t  in  S c h a f e r  v. V est

12 compels t h e  l e g i s l a t u r e  to r e p l a c e  the o r i g i n a l  l o n g e v i t y  b o nus p r o g r a m ;

13 and

14 W H E R E A S  the d i s c u s s i o n  of w h a t  f o r m  the l o n g e v i t y  b o n u s  p r o g r a m  s h o u l d

15 take in t h e  f u t u r e  h a s  c a u s e d  u n c e r t a i n t y  a m ong r e c i p i e n t s ;

16 BE I T  R E S O L V E D  that the A l a s k a  S t a t e  L e g i s l a t u r e  is c o m m i t t e d  to the

17 p r i n c i p l e  t hat t h o s e  c u r r e n t l y  r e c e i v i n g  the l o n g e v i t y  b o n u s  w i l l  c o n t i n u e

18 to r e c e i v e  it r e g a r d l e s s  of w h a t  f o r m  the p r o g r a m  m a y  tak e  in  the future.

- 1 - H C R  16
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IN THE SENATE

BY HALFORD, RODEY, 
^  KERTT’JLA A ND RAY

(LcMfYU TT£l2
SPONSOR SUBSTITUTE FOR SENATE BILL NO. 128 ( h E E S ;

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the use of longevity bonus pa y­

ments in determining adult public assistance: and

providing for an elfective date."

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

* Section 1. AS 47.45 is amended by adding n e w  sections to read:

Sec. 47.45.122. ELIGIBILITY FOR PUBLIC ASSISTANCE. An individ­

ual for whom public assistance is denied or reduced solely because of 

the receipt of a bonus by the individual or by a member of the indi­

vidual's household is eligible for assistance under the general relief 

assistance program u n der AS 47.25.120 - 47.25.300. Notwithstanding 

the limit in AS 47.25.130, the'individual is entitled to receive the 

same amount as the individual would have received under other public 

assistance programs h ad there been no longevity bonus program.

Sec. 47.45.124. ELIGIBILITY FOR STATE PROGRAMS. A  program 

administered by the state or any of its instrumentalities or munici­

palities, the eligibility for which is based on financial need, cay 

not consider a bonus as income or resources unless required to do so 

by federal law or regulation.

* Sec. 2. This Act takes effect July 1 r 1985.-

- 1 .
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Revised Draft Recommended 

by Rod Betit

TO: Representative Koponen

FROM: Deborah Niedermeyer, Aide to House HESS Committee 

RE: Longevity Bonus Hold Harmless

DATE: 10 February, 1985

Current public assistance programs for those over 65

If an elderly person has not worked enough to be entitled to at least $325 

per month in social security, then the federal government will supplement 

the social security payments up to $325 per month through the Supplemental 

Security Income (SSI) program. Social Security plus SSI always adds up to 

$325 per month.

The State of Alaska does not feel that $325 per month is enough to live on, 

so the state further supplements the elderly person's income up to $586 per 

month. Thus, most elderly Alaskan recipients of SSI also receive $261 per 

month under the state's Adult Public Assistance program (see AS 47.25.430). 

Eligibility for Adult Public Assistance also entitles an individual to 

Medicaid. This is important because losing Adult Public Assistance means 

losing Medicaid as well.

Some people over 65 are entitled to Medicare in order to help pay for their 

health care costs. Medicare is 100% federally funded, but only pays about 

65% of a person's health care costs. For those receiving Adult Public 

Assistance, Medicaid pays for the other ?•%. Medicaid is about 50% state

funded. For those not on Medicare, Medicaid pays 100% of their medical
costs.

The Alaska Adult Public Assistance law is written to conform to the federal 

SSI law. IF the SSI program counts money from a certain source as income, 

federal law requires that Alaska's Adult Public Assistance Program count 
that income too.

The problem

When a low income senior who is a recipient of SSI and Adult Public A s s i s­

tance receives the $250 per month Longevity Bonus, the SSI laws count that 

as income. By law, A 1 -.ska's Adult Public Assistance must also count it.

The first effect of the Longevity Bonus is that the federal government cuts 

the SSI grant dollar for dollar, thus the income of the recipient does not 

go up. In addition, if the bonus puts the recipient's income over $586 a

month, the recipient loses eligibility for Medicaid.



The net result is that an Alaskan over 65 who makes $586 per month or less 

will not be helped by the Longevity Bonus and may be seriously hurt because 

they lose Medicaid benefits. There are 333 such Alaskans estimated in 

FY86.

Emergency regulation

For now, the Department of Health and Social Services has put an emergency 

regulation into effect insuring that Alaskan seniors who otherwise qualify 

for Medicaid and Old Age Assistance will not be denied those benefits. The 

Department has been granted authority to do this by federal officials until 

July 1. There has been no relief granted for Alaskans who are having their 

SSI cut and therefore they receive no advantage from the Longevity Bonus.

SB 128

SB 128 (by Halford) requires the state to make up the difference when the 

federal government cuts an SSI or Adult Public Assistance grant due to the 

Longevity Bonus. However, the bill does not hold-harmless a person's lost 

Medicaid benefits.

The problem with S3 128 is two fold. First, approximately 333 Old Age 

Assistance recipients will lose Medicaid benefits because of the Longevity 

Bonus in FY86 and SB 128 does not prevent this from happening. Second, by 

placing the APA/SSI hold-harmless in the APA statute the State may be 

vulnerable to federal officials declaring the State APA program out of 

compliance with federal law. This would jeopardize Medicaid benefits for

APA clients. A safer approach to the hold-harmless would be to place it

completely outside of the State APA program, for example place it in the 

State General Relief Program.

Koponen proposal

i
The bill you have asked drafted is based on the hold-harmless provisions of 

the Permanent Fund Dividend Program. Like SB 128, you r  bill requires the

state to make up for SSI and APA lost because of the Longevity Bonus, but

it goes a step further. It requires the state to also hold-harmless the 

lost Medicaid benefits for the 333 persons mentioned above. Your bill puts 

those 333 neople under the 100% state funded General Relief Medical p r o­

gram. Thus, the low-income recipient of the longevity bonus gets the full 

benefit of the bonus without losing crucial medical coverage. The Bonus 

thus brings the income from $586 per month to $836 per month for low income 

Alaskans WITHOUT LOSS OF THEIR MEDICAL COVERAGE.

FY86 Cost = $1,813,847 assuming nursing home clients will be excluded from 

receiving the Bonus.



OPINION !> I ’ v r t

Governor, committee debate annuity
•V IS-*- \» *NVV." * » Annuity solvesEduor's note: Lest month Senior Voice raw an 

■ editorial calling fo r a complete airing o f  SB 56, 
the annuity proposal which would replace the 
Longevity Bonus program fo r seniors. The edi­
torial sought to stir debate over the merits o f  the 
annuity plan, which would set up an optional 
rcrircment plan fo r all A laskans.

The boims program that now gives S250 a 
month to all one-year residents 65 and over is

an interim plan that expires in July.
The original bonus law, passed in 1972, was 

declared unconstitutional last year because o f  
its 25-year residency requirement.

Following arc excerpts from letters by two 
members o f  the Special Committee on the Alaska 
Longevity Bonus program, which recommended 
the annuity program, as well as excerpts from Gov. 
Bill Sheffield's response to our editorial.

‘complex’ problem
f^ lsA effie ld  not choosing sides

by Gov. Bill Sheffield
Right now. there's only one 

sire thing about the Alaska 
Longevity Bonus program: The 
courts luve changed the original 
intent, and we have to change 

. cur program.
The debate about what form 

that program will take is far 
from over. It may be an annui­
ty program, a "stair-stepping" 
approach, a program with a spec­
ial emphasis on helping low- 
and middlc-income senior citi­
zens -  o r any combination o f 
the three.

I ’m not choosing sides yet; as 
long as the final proposal is 
sound. I'U sign the bill.

The important thing is to 
deoate the proposals, choose the 
belt one, and get it done this 
gear.

The "stair-stepping" ap- 
proat . proposed la", year by 
Rep. A1 Adams (D-Kotzebue), 
comes close to meeting the in­
tent o f  the original Longevity 
Bonus program.

Simply put, the bill limits 
the number o f recipients by 
setting a cut-off date (to be 
eligible, you must turn 65 by 
1992) and raising the age o f 
eligibility each year (65 in 
1992, 66 in 1993. 67 in 1994).

The annuity program, in­
troduced as a bill with 17 co- 
spons. rs in the Alaska Slate 
Senate, combines the “ stair­
stepping" approach with a rctire-

a Longevity Bonus, but the 
amount would get smaller every 
year, and eventually disappear.

Payments from the annuity 
fund would take the place o f 
the bonus -  but only i f  you 
bought into the annuity pro­
gram. The price is your annual 
Permanent Fund dividend. -

Senior Voice raised a number 
o f those questions in a rcient ed­
itorial. Among them were these:

•  Will enough younger Alas­
kans give up their dividends, 
jo in the plan and make the an­
nuity financially sound? •

•  Will the plan provide any 
benefit to the poor and near­
poor who can't afford to give up 
their dividends?

•  Will the program o ffer a 
secure investment for younger 
Alaskans? And.

•  What will happen to the 
approximately 800 needy senior 
citizens who will lose federal 
benefits because the Alaska 
program isn't based on need?

1 have sim ilar concerns.
First o f all, there's no guar­

antee people will contribute 
their Permanent Fund dividends 
to the annuity program. The 
incentive to join the program 
is a lax break: I f  you put your 
check in now, you won't have to 
pay federal income tax on it 
until you retire.

However, according to the 
federal tax code, the annuity

on all supplements

HEALTH FOODS
A<ro»i from $#en Moll 0"T*T O A A /
WILH^rttwnUghHllvd. O

"Same location tor 16 years"

there's no tax break; without 
the tax btcak, many people 
would probably choose to in­
vest their Permanent Fund divi­
dends differently.

I ’m concerned that tying the 
annuity to Permanent Fund divi­
dends could make it difficult for 
many Alaskans to invest in the 
program. Low-income families, 
working mothers and rural Alas­
kans might have a hard time giv­
ing up needed cash now fo r a 
long-term investment.

Then there's a question the 
Voice didn’ t ask: What about 
the S79 million in state money 
needed to build up the annuity 
fund over the first three years?

Considering the recent down­
turn in our revenue forecasts, 
that three-year, S79 million 
commitment could reduce our 
financial flexibility, along with 
our ability to meet other needs.

A ll these questions need to 
be answered before we create 
a new longevity program. But 
whatever we choose, it must be 
fair, it must be cost-effective, 
and it must be created this year.

The Longevity Bonus is a way 
to help keep older Alaskans in 
the state. That’s not welfare; it’s 
an investment in Alaska’s future. 
Because without the wisdom and 
experience o f the past, we would 
not have much o f a future.

Dear editor.
The annuity bill is the special 

committee's solution to a very 
complex and complicated prob­
lem. We should alsu consider the 
other solutions.

Seniors not yet 65 and the 
seniors o f tomorrow will receive 
whatever the bonus may be at 
any given year. The amount o f 
(he bonus will decrease as the 
amount (hat the annuity in­
creases, and together will meet 
the S250/month.target amount.

Individuals may elect to re­
ceive all o r part o f the Perman­
ent Fund dividend distribution 
in cash. The decision o f annuity 
fund or cash is made each year 
whch applying fo r the Perman­
ent Fund dividend.

The annuity fund will be 
managed in the same way as the 
teacher's retirement fund and 
the permanent employee's fund.

The annuity plan is designed 
to provide a supplemental in­
come at age 65 . It is not de­
signed to build an estate.

However, SB 56 as amended, 
provides that the contributions 
o f  a person dying before 65 will 
become a part o f  his estate.

There is it lot o f  public sup­
port for the annuity concept. 
This support should indicate 
’wide participation in the annuity 
plan.

Appropriations to (he annuity 
fund are not necessary, either 
now or in the future. Money 
appropriated now shortens the 
time and amount c f general 
fund money required for the 
bonus program.

Any p.on-nccds based p r o .  
gram will impact recipients o f 
medical and/or cash public as­
sistance.

The governor requested the 
committee to consider making 
the residents o f  nursing homes 
ineligible fo r the bonus and the 
committee bill does that.

The needs based bill requires 
constant funding from the gen­
eral fund fo r the duration o f 
the program if it is truly needs 
based, and it has no impact on 
those receiving medical and/or 
cash public assistance. It is also 
the most costly solution.

The stair-stepping approach 
causes the most abrupt termina­
tion o f any option considered. 
I f  a person was born on or be­
fore June 30 , 1925, the stale 
would pay him or her S250 per 
month when lie or she moved to 
Alaska; a current 59-year-old 
Alaskan would receive nothing.

The stair-stepping approach 
would be more expensive than 
the committee bill, and much 
o f this cost would be born 
after the turn o f the century.

The committee has looked 
at the problem from every 
conceivable direction, and 
has forwarded draft legisla­
tion and a report to the Gov­
ernor and the Legislature. The 
committee considers the an­
nuity concept to be in the best 
interests o f  all the people in 
Alaska. * 1-r.

Bob Kallcnbcrg 
Special Longevity Bonus 

Committee member 
trfib-' 'or.

menl insurance program. Like would not be a tax-exempt
li e  “ stair-stepping" program, investment without the stale’s

. the current group o f older Alas- S79 million “ front-loading."
kins would continue to receive Without the "front-loading,"

Seniors nix needs based idea
Dear editor, •

1 am a member o f  the Special 
Committee on the Alaska Lon­
gevity Bonus program. The Ad­
ministration has been proposing 
a needs'based bill as an alter­
native to the annuity approach.

Recently a hearing was held 
by the Senate State Affairs 
Committee regarding the longev­
ity bonus annuity plan. Seniors 
from Hoonah to Nome spoke 
overwhelmingly against a 
"needs based" program. I have 
received many letters and phone 
calls ftom seniors in my district 
with the same convictions.

When we originally conceived 
the idea o f  a longevity program 
the purpose was to keep old- 
timers in Alaska so they might 
share their experience and 
knowledge with other Alaskans, 
as well as to reward them for 
their efforts in settling and de­
veloping our state.

Old timers have for some 
time looked forward to their 
retirement with the extra in­
come the bonus provides. The 
realities arc that with the rising 
cost o f living in Alaska many 
o f our seniors will be forced 
to leave the slate.

The elders o f Alaska arc val- mental to our state. ‘ ij-i.-.'c•
uable. To lose their knowledge 
and experience would be dctrl-

Sen. Jay Kcrttula 
Anchorage

■I .

£ When you need to 
talk to someone

Give the folks at Southcentral 
Counseling Center a c a ll. . . .

•  Confidential personal counseling
•  Retirement counseling 
« In-home assessments
•  Doctor assistance on medication 

problems
•  Alzheimer's Disease information and 

support

F o r  fast friend ly  service 
Phone 5 6 3 -1 0 0 0  T od ay  

Southcentral Counseling Center 
4020 Folker St., Anchorage
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POSITION PAPER 

SENATE BILL NO. 128

For "An Act relating to the use of longevity bonus payments in determining 

adult public assistance; and providing for an effective date."

Prior to the passage of the federal Deficit Reduction Act of 1984 

(P.L. 98-369), the federal Supplemental Security Income (SSI) Program 

disregarded all Alaska Longevity Bonus (ALB) payments made to its 

applicants and recipients. The $250 Longevity Bonus payments did not count 

as income in determining SSI eligibility or payment amounts. The Deficit 

Reduction Act reduced this blanket disregard to apply only to those ALB 

recipients who have been continuously resident in Alaska for 25 years and, 

for SSI prior to October 1, 1985. For all other Longevity Bonus 

recipients, SSI now counts the Bonus payment as income, which reduces or 

terminates monthly assistance.

Approximately 1200 elderly Alaskans receive SSI assistance; almost all of /

them also receive Old Age Assistance. In addition, Old Age Assistance is / J'S
provided to another 1250 persons whose countable income is over the SSI 1' C
limits but under the much higher Old Age Assistance limits. With the 1 ' ' ^

granting of Old Age Assistance comes automatic eligibility for Medicaid 

coverage. Under the current Adult Public Assistance statute,

(AS 47.25.435), Old Age Assistance must follow the income rules of the SSI 

Program, including disregarding or counting the Longevity Bonus payments.
__

Without the changes proposed by Senate Bill No. 128, approximately J750®Id ? "
Age Assistance recipients will experience a $230 to $250 reduct ion'yQTTe'ir y •< r ° 

total spendable monthly income as'fSSl'^nd/br Old' Age As s i stance * beg f n j ^ ‘ 

counting their non-exempt Longevity ‘Bonus as^THc^ome^' This raises serious 1 ^ w  

questions of equity, since approximately 1700 elderly recipients will 
retain their Longevity Bonus exemption and will, thereby, have $230-$250 

per month more spendable income than their less-fortunate peers.

The situation of approximately 330 of these 750 recipients is of even 

greater concern. These 330 have other income that places them over the SSI 

income standards, and beginning to count their non-exempt Longevity Bonus 

payments will place them over the Old Age Assistance limits. By losing Old 

Age Assistance, they will lose their Medicaid coverage. Since Alaska's 

medical costs are so high, and the aged frequently need substantial medical 

services, loss of Medicaid coverage is often of more importance to them 

than loss of assistance income.

Senate Bill No. 128 would correct the cash assistance inequities introduced 

by the Deficit Reduction Act by mandating that all Old Age Assistance 

recipients have their Longevity Bonus payments disregarded.

Senate Bill No. 128 would also guarantee continued Medicaid coverage to 

those who would lose coverage if their non-exempt Bonus payments were 

counted as income.
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However, federal Medicaid officials have recently reiterated regulatory 

objections to disregarding income by source rather than solely by amount.

The bepartment has argued this issue extensively, but Medicaid officials 

remain adamant. Currently, it appears very likely that they would, at the 

least, disallow federal Medicaid matching funds to anyone who qualifies for 

Old Age Assistance only because the Department is disregarding the 

otherwise countable Bonus payment. In the worst case, the issue could 

result in a federal finding that the Adult Public Assistance program does 

not comply with Medicaid requirements, and aV[ federal matching Medicaid 

funds would be witnheld.

Although these issues might be successfully litigated, the need for stable, 

continuing medical coverage is too important to elderly recipients to 

address in the lengthy and uncertain legal arena.

RECOMMENDATIONS

While the Department supports Senate Bill No. 128 as written, there is an 

alternative approach that presents no risk to federal funding. We propose 

that Senate Bill No. 128 be amended to provide for an "Alaska Longevity 

Bonus Hold-Harmless Program" that would be statutorily and fiscally 

distinct from the Adult Public Assistance program, and that this new 

program provide for a full medical hold-harmless that would be distinct 

from the Medicaid program. We suggest that the Department's GeneralJleVjef 

statutes be amended (perhaps by adding a subsection to AS 47-r23r250fr to^''ii^ 

establish this cash and medical hold-harmless with General Relief and 

General Relief Medical funding sources.

Linder our existing mandate in AS 47.05.010(7) and (8) to maximize federal 

matching funds, which could be strengthened by a specific statement of 

legislative intent, the Department would then be free to take every step 

possible to requalify hold-harmless recipients for Medicaid federal 

matching funds, without exposing the Medic 

fiscal penalties.

Recommended

Date: 3  -  ( 3 ~  ^

Approved by:
Joh/yR. Pugh, Comrpfssioner 

Department of Health & Social 

Services

Date:
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R E Q UEST FISCAL DETAIL

B i l l / R e s o l u t i o n  N o .:s b  Nn. 128 A gency Affected: Hp/ith & W i a i  < ; p m p p

T i t l e : An Act relating to the use Program Category Affected: snr pr n n "

of Longevity Bonus payments  assist.anrp fnr,_Qfineral-anniilaf.ipn_________
S p o n s o r : Ha If nrd. RnriPv. KprttiilTTRaffRU, Program or ̂ ubprogfariCsl Affected:

R e q u e s t o r : _______________________________ Old. Agp-A&sistance-____________________________
Date of R e q u e s t ^ .m m .
EXPENDITURES/REVENUES: (Thousands of Dollars)

C h P i ih L

REVENUE

' FY b:, FY bb FY 87 FY 88 FY 89 FY 90

O P E R A T I N G •
1UU PER50NAL SERVICES
200 TRAVEL
J00 CONTRACTUAL
*00 SUPPLIES
500 EQUIPMENT
500 LAND & STRUCTURES
700 GRANTS, CLAIMS 1,400.0 1 . 5 3 0 . 5
BOO MISCELLANEOUS 1

TOTAL O P E R A T I N G 1 .4 00 . n ■1-530.5 - 1

ru,\U 

-EDERAL FUNDS 
DTHER 
TOTAL

1 , 4 0 0 . 0 .  J 1 , 5 3 0 . 5  ;

1
!

-U L L - i1 ME 
3ART-TIME 
TEMPORARY

o o
0 _ 0
n 0

ANALYSIS: Attach a separate page if necessary

Costs reflect only replacing loss of Supplemental Security Income monthly 

payments to 750 individuals in F Y’86 and 794 individuals in F Y 187. Current 

operations of Old Age Assistance already provide for full disregard of ALB 

payments, so OAA costs are already budgeted. Were SB No. 128 not enacted, 

and OAA began counting non-exempt ALB payments for all affected recipients 

effective July 1, 1985, OAA expenditures would be reduced by 760,0 for F Y‘86 

and 830.7 for F Y 187. (continued jan-a&flachment)
P repared By: j Q h n R. Taber V ^ v  , \ A  a j& u .
Division: Public Assistance

Jlhone:

Appro v e d  by Commissioner 

Agency:

D i s t r i b u t i o n  (by Agency preparing fiscal note): 

L e g i s l a t i v e  Finance 

L e g i s l a t i v e  Sponsor 

R e q u e s t o r

O f f i c e  of Management and Budget
• * / c - \

Date:

Date:

r

7 / 1 / 8 4
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No costs for related Medicaid hold-harmless are included; see Position 

Paper. The Medicaid coverage for non-exempt ALB recipients (Approximately 

314 in independent living situations and 36 in nursing homes) for F Y '86 is 

already budgeted.



SB 1 2 8 ,  R e l a t i n g  t o  t h e  u s e  o f  l o n g e v i t y  b o n u s  p a y m e n t s  i n  
d e t e r m i n i n g  a d u l t  p u b l i c  a s s i s t a n c e .

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 S I )  p r o g r a m  
r e q u i r e s  t h a t  A l a s k a  s e n i o r  c i t i z e n s  a p p l y  f o r  t h e  l o n g e v i t y  b o n u s .  
T h e  F e d e r a l  D e f i c i t  R e d u c t i o n  A c t  o f  1 9 8 4  (PL 9 8 - 3 6 9 )  r e q u i r e s  
t h o s e  b o n u s  r e c i p i e n t s  w h o  h a v e  n o t  b e e n  A l a s k a  r e s i d e n t s  f o r  25 
y e a r s  p r i o r  t o  S e p t e m b e r  9 ,  1 9 8 5  t o  c o u n t  t h e  b o n u s  a s  i n c o m e  i n  
d e t e r m i n i n g  S S I  e l i g i b i l i t y .  F u r t h e r ,  u n d e r  t h e  s t a t e ' s  A d u l t  
P u b l i c  A s s i s t a n c e  (APA) s t a t u t e ,  O l d  A g e  A s s i s t a n c e  ( a  f a c e t  o f  
APA) m u s t  f o l l o w  t h e  i n c o m e  r u l e s  o f  S S I .

B o t h  t h e  f e d e r a l  S S I  p r o g r a m  a n d  t h e  s t a t e ' s  O l d  A g e  
A s s i s t a n c e  (OAA) p r o g r a m  a r e  n e e d s - b a s e d  p r o g r a m s  a v a i l a b l e  t o  
c i t i z e n s  o v e r  t h e  a g e  o f  6 5 .  S S I  s u p p l e m e n t s  a c i t i z e n ' s  p r i o r  
r e s o u r c e s  t o  e n s u r e  i n c o m e  o f  5 3 2 5 / m o n t h .  OAA f u r t h e r  s u p p l e m e n t s  
t o  e n s u r e  i n c o m e  o f  $ 5 8 6 / m o n t h .  When a r e c i p i e n t  o f  S S I  r e c e i v e s  
t h e  $ 2 5 0 / m o n t h  l o n g e v i t y  b o n u s  p a y m e n t ,  t h e  f e d e r a l  g o v e r n m e n t  c u t s  
t h e  S S I  g r a n t  d o l l a r  f o r  d o l l a r ,  w h i c h  e f f e c t i v e l y  n e g a t e s  t h e  
a d v a n t a g e  o f  r e c e i v i n g  t h e  l o n g e v i t y  b o n u s .  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  h a s  i d e n t i f i e d  a p p r o x i m a t e l y  7 5 0  e l d e r l y  
r e c i p i e n t s  s o  e f f e c t e d  b y  t h i s  p r o v i s i o n .

I n  a d d i t i o n ,  3 1 4  o f  t h e s e  r e c i p i e n t s  h a v e  e n o u g h  i n c o m e  t o  
a l s o  l o s e  e l i g i b i l i t y  f o r  s t a t e  O l d  A g e  A s s i s t a n c e ,  a n d  t h e r e f o r e  
f o r  M e d i c a i d  c o v e r a g e .

CS SB 1 2 8 ,  w h i c h  n a s  b e e n  p r e p a r e d  a t  t h e  r e q u e s t  o f  t h e  b i l l  
s p o n s o r ,  w o u l d  r e q u i r e  t h e  s t a t e  t o  m ak e  u p  f o r  S S I  p a y m e n t s  l o s t  
d u e  t o  r e c e i p t  o f  t h e  l o n g e v i t y  b o n u s .  I t  w o u l d  a l s o  p l a c e  t h o s e  
r e c i p i e n t s  w h o  h a v e  l o s t  M e d i c a i d  e l i g i b i l i t y  u n d e r  t h e  G e n e r a l  
R e l i e f  M e d i c a l  p r o g r a m ,  w h i c h  p r o v i d e s  s t a t e  f u n d e d  m e d i c a l  
c o v e r a g e .

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

1)  l i m i t  t h e  p u b l i c  a s s i s t a n c e  p r o g r a m s  c o v e r e d  t o  
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 S I ) , M e d i c a i d ,  A d u l t  P u b l i c  
A s s i s t a n c e  ( A P A ) , a n d  A i d  t o  F a m i l i e s  w i t h  D e p e n d e n t  C h i l d r e n  
( A F D C ) , a n d
2 )  e x e m p t  n u r s i n g  hom e  M e d i c a i d  r e c i p i e n t s  f r o m  e l i g i b i l i t y  

f o r  t h e  l o n g e v i t y  b o n u s .

SCR 1 0 ,  R e q u e s t i n g  t h e  S t a t e  B o a r d  o f  E d u c a t i o n  t o  r e q u i r e  t h e  
s t u d y  o f  A l a s k a  h i s t o r y  ^ i d  g o v e r n m e n t  i n  t h e  s c h o o l s  o f  t h e ~ i t a t e .

SCR 10 r e q u e s t s  t h a t  t h e ^ ^ t a t e  B o a r d  o f  E d u c a t i o n  a d o p t  
r e g u l a t i o n s  r e q u i r i n g  a t  l e a s t  o n e N m i t  o f  c r e d i t  i n  t h e  s t u d y  o f  
A l a s k a  h i s t o r y  a n d  g o v e r n m e n t  f o r  g r a d u a t i o n  f r o m  h i g h  s c h o o l .

C u r r e n t  B o a r d  r e g u l a t i o n s  (4 AAC 0 6 . 0 7 5 P x ® q u i r e  a m in im u m  o f  
21  u n i t s  o f  c r e d i t  b e f o r e  g r a d u a t i o n ,  a s  f o l l o w s V l



Sh o u l d the bill c ov er  all P u b l i c  A s s i st an c e  p r o g ram s? (\.fc. rTlOVC iUl P J o i i C

/ k ^ f z u x e -  {ysrA Ajitd )(&&
Ac c o r d i n g  to G ord on  L and es  of A dul t P ubl ic  A ssi stance; ^  ^  ^  ^

1. AFDC.

The D e p a r t m e n t  m ove s e ld erl y from A F D C  into A dul t Public A s s i s ta nc e 

w h e n  they re ach  age 65 b e c a u s e  it is to their adva nta ge to be there.

2. Aid to Bli nd and Disabled.

The D e p a r t m e n t  a u t o ma t i c a l l y  con ver ts them to Old A ge A ss is t a n ce  

at age 65.

3. Food Stamps.

El d e r l y  peo ple  don't use  the Food Stamp p ro g r a m  v er y much, 

n a ti o n a l l y  as w e l l  as state-wide, a c c o rd i n g  to Landes. T hey avoid 

ap pea ra nc e  of w elfare. In additon, it isn't w o r t h  it for them, beca use  

they f req u e nt ly  live alone and the d e d u ct io n  for one per s o n  is °mall.

4. G en e ra l  Rel ief  Medical.

Some d rugs  are covered.

5. G ene ral  R e li e f  A ss i s t a n c e

Almo st  no e lde rly  a pply  for this help.

In general, L a nd e s  feels that h o l d i n g  h a r m l e s s  these a ssis tan ce 

p ro gr am s  w c u l d  cost the D e p a r t m e n t  m o r e  in p a p e r w o r k  than it wou ld 

be nefi t the e ld erl y recipients.
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REVISED 

POSITION PAPER 

SENATE BILL NO. 128

For "An Act relating to the use of longevity bonus payments in determining 

adult public assistance; and providing for an effective date."

Prior to the passage of the federal Deficit Reduction Act of 1984 

(P.L. 98-369), the federal Supplemental Security Income (SSI) Program 

disregarded all Alaska Longevity Bonus (ALB) payments made to its 

applicants and recipients. The $250 Longevity Bonus payments did not count 

as income in determining SSI eligibility or payment amounts. The Deficit 

Reduction Act reduced this blanket disregard to apply o r’v to those ALB 

recipients who have been continuously resident in Alaska or 25 years and 

may apply for SSI prior to October 1, 1985. For all other Longevity Bonus 

recipients, SSI now counts the Bonus payment as income, which reduces or 

terminates monthly assistance.

I Approximately 1200 elderly Alaskans receive SSI assistance; almost all of 

them also receive Old Age Assistance. In addition, Old Age Assistance is 

provided to another 1250 persons whose countable income is over the SSI 

limits but under the much higher Old Age Assistance limits. With the 

granting of Old Age Assistance comes automatic eligibility for Medicaid 

coverage. Under a current Adult Public Assistance statute,

(AS 47.25.435), Old Age Assistance must follow the income rules of the SSI 

Program, including disregarding or counting the Longevity Bonus payments.

Without the changes proposed by Senate Bill No. 128, approximately 750 Old 

Age Assistance recipients will experience a $230 to $250 reduction in their 

total spendable monthly income as SSI and/or Old Age Assistance begins 

counting their non-exempt Longevity Bonus as income. This raises serious 

questions of equity, since approximately 1700 elderly recipients will 

retain their Longevity Bonus exemption and will, thereby, have $230-$250 

per month more spendable income than their less-fortunate peers.

The situation of approximately 333 of these 750 recipients is of even 

greater concern. These 333 have other income that places them over the SSI 

income standards, and beginning to count their non-exempt Longevity Bonus 

payments will place them over the Old Age Assistance limits. By losing Old 

Age Assistance, they will lose their Medicaid coverage. Since Alaska's 

medical costs are so high, and the aged frequently need substantial medical 

services, loss of Medicaid coverage is often of more importance to them 

than loss of assistance income. The sponsor of SB 128 assumes that this 

problem will be remedied by provisions of CSSB 56, however, the Department 

cannot assume that a measure containing this medical hold harmless will be 

enacted prior to July 1, 1985. Therefore, we have priced the impact of SB 

128 as if no medical hold harmless would exist for nursing home and 

non-nursing home recipients in FY86.
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RECOMMENDATIONS

While the Department supports SB 128 as written, there is a "safer" 

approach that presents no risk to federal funding. We propose that Senate 

Bill No. 128 be amended to provide for an "Alaska Longevity Bonus 

Hold-Harmless Program" that w o u l d  be statutorily and fiscally distinct from 

the Adult Public Assistance program, and that this new program provide for 

a full medical hold-harmless that would be distinct from the Medicaid 

program. We suggest that the Department's General Relief statutes 

(AS 47.25.120 - AS 47.25.300) be amended to establish this cas.li assistance 

hold-Jha,nal^^upder^6enei:al Relief. We also r e c o m m e n d  that the wedical \ 
nqt'i*i^ ^ mKtl-,tj | j p J p O V i s i o n S b e  adaed t o  this bill to insure that 

medical benefits continue to be available to these persons if CSSB 56 does 

not pass this se, ' n.

Under our existing mandate in AS 47.05.010(7) and (8) to maximize federal 
m a trhirjn f und*;. which could be strengthened by a specific statement of 

t.ive iin^ent^tjhe Department would then be free to take every step 

possible to requaTify hold-harmless recipients for Medicaid federal 

matching funds, without exposing the Medicaid program to risk of federal 

fiscal penalties. ft .

&

Recommended by:

Date:

John R. Taber,'Director 

-Division of Public Assistance

3

Recommended by: _________

Rod Betit, Director 

Division of Medical Assistance

Date:
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FISCAL DETAIL

A g e n c y  A f f e c t e d ; Health & Social Service 

P r o g r a m  Category Affected:Soc. and Econ. 

assistance for general population

R E Q U E S T

til 1 / R e s o l u t i o n  N o . S B  No. 128 

T i t l e : An Act relating to the use

of Longevity bonus paymr:iTfs ----- ------  --------
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See analysis attached.

P r e p a r e d  B y : John R. Taber 

Division: Public Assistance

A p p r o v e d  by Commissioner: 

Agency: j. ^
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Office of Management and B udget 

ImDacted Aaencv(ies)

hone: 465-3347 
Date: Marcn b, iyu5"

Date
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1. Costs reflect replacing lost Supplemental Security Income federal payments 

with increased Old Age Assistance:

FY Cost

FY86: 750 persons/month = 1,400.0

FY87: 794 persons/month = 1,530.5

FY88: 838 persons/month = 1,669.8

FY89: 884 persons/month = 1,821.6

FY9C: 933 persons/month = 1,987.4

2. Old Age Assistance formula need for the Adult Public Assistance component for 

FY86 to fund the 760.0 or the estimated FY86 cost of preventing bonus-related 

Old Age Assistance grant reductions:

FY Cost

FY86: 750 persons/month = 760.0

FY87: 794 persons/month = 830.7

F188: 838 persons/month = 906.3

FY89: 884 persons/month = 988.8

FY90: 933 persons/month = 1,017.9



REQUEST
Bi 1 1/Resolution No.: SB 128 

Title: "An Act relating to use ot 

Longevity Bonus in determining AHA 

Sponsor:Halford, Rodney, K e r t t u l a "  

Requestor:

STATE OF ALASKA 1985 LEGISLATIVE SESSION 

____________________FISCAL N 0 T E _ _ _

Date of Request:_

Revision Date:

FISCAL DETAIL
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Program Category A f f e c t e d : Soc. & Leon.

Assistance for General Pop.__________
BRU, Program or Subprogram!s) Affected:

Medical Assistance
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ANALYSIS: Attach a separate page if necessary

SB 128 eliminates Medicaid coverage for OAA recipients who because of receipt 

of ALB/Annuity become ineligible for Medicaid. The attached table projects 
the reductions in the number of recipients (line f and h) and(F'FF)(l ins q and i). 

Table I shows the State General Fund and FFP reductions. ' n
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 Date:

Distribution (by Agency preparing fiscal note) 
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Legislative Sponsor 

Requestor

O f fice of Management and Budget 
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#

Table I

This table ‘ofrs the State general fund match and federal financial 

participatiu./in the Medicaid program for

coverage both

Sny change which established an ALB hold harmless provision would result in 

the loss of FFP. ALB hold harmless program would  ...............'

Because there are a number of legislative proposals seeking to amend the 

current ALB statute, the following two tables were developed to use in 

analyzing the impact of these proposals. The comment section on the fiscal 

note of each bill states whether Medicaid is being eliminated or hold 

harmless.

Line G. Distribution: Expenditures for.r 

lose Medicaid eligibility.

ients who may

FED

GF

TOTAL

FY86
4137837

466,678

880,525

FY87

4717539
531,814

1,003,423

FY88

5377173
605,748

1,142,921

FY89 

6117785 

689,321 

1,300, "603

FY90 
6977133
786,128

1,483,261

Line I distribution: Expenditures for ^§ ||i|pftome clients who m ay lose

Medicaid eligibility.

FED

GF

TOTAL

521,070 590,716 679,971 774,727 887,715

781,605 886,074 1,019,956 1,162,090 1,331,572

1,302,675 1,476,790 1,699,927 1,936,817 2,219,287



Tab l e  I I

The attached table was prepared to project the offset of various ALB 

legislative proposals on the Medicaid program. The table represents: a) 

the nursing home daily rate; b) the nursing home cost for 365 days of 

services; c) the average cost per non nursing home recipient; d) the 

recipient share of nursing home costs; e) the number of monthly OAA eligi- 

bles; f) the number of ineligible non nursing home OAA due to receipt of 

ALB; g) the FFP for non nursing home OAA ineligibles; h) the number of 

ineligible OAA nursing home clients and; i) the FFP for ineligible nursing 

home clients.
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I n t r o d u c e d :  3 / 6 / 8 5
R e f e r r e d :  H e a l t h ,  E d u c a t i o n  &
S o c i a l  S e r v i c e s  and F i n a n c e

B Y  K O P O N E N ,  C L O C K S I N ,  D U N C A N ,  
G R U E N B E R G ,  H U R L E Y ,  M . M . M I L L E R ,  
SUND, T A Y L O R ,  P I G N A L B E R I ,

1 IN T H E  H O U S E  U E H L I N G  A N D  G O L L

2 S P O N S O R  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 212

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 F O U 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  an A ct en t i t l e d :  " A n  A c t  r e l a t i n g  to the u s e  of l o n g e v i t y  b o n u s  pay-

7 m e n t s  in d e t e r m i n i n g  a d u l t  p u b l i c  a s s i s t a n c e ;  and

8 p r o v i d i n g  for an e f f e c t i v e  d a t e . "

9 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  OF  T H E  S T A T E  OF A L A SKA:

10 *  S e c t i o n  1. AS 4 7 . 4 5  is a m e n d e d  by  a d d i n g  n e w  s e c t i o n s  to read:

11 Sec. 4 7 . 4 5 . 1 2 2 .  E L I G I B I L I T Y  F O R  P U B L I C  A S S I S T A N C E .  (a) A n

12 i n d i v i d u a l  for w h o m  p u b l i c  a s s i s t a n c e  is d e n i e d  or  r e d u c e d  s o l e l y

13 b e c a u s e  of the r e c e i p t  of a b o n u s  by  the i n d i v i d u a l  or by  a m e m b e r  of

14 the i n d i v i d u a l ' s  h o u s e h o l d  is e l i g i b l e  f o r  a s s i s t a n c e  u n d e r  the

15 g e n e r a l  r e l i e f  a s s i s t a n c e  p r o g r a m  u n d e r  A S  4 7 . 2 5 . 1 2 0  - 4 7 . 2 5 . 3 0 0 .

16 N o t w i t h s t a n d i n g  t h e  l i mit in AS 4 7 . 2 5 . 1 3 0 ,  t he i n d i v i d u a l  is e n t i t l e d

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

18 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  h a d  t h e r e  b e e n  no l o n g e v i t y  b o n u s

19

20 

21 

22

23

24

25

26 Sec. 4 7 . 4 5 . 1 2 4 .  E L I G I B I L I T Y  F O R  S T A T E  P R O G R A M S .  (a) A  p r o g r a m

27 a d m i n i s t e r e d  by the s t a t e  or any of its i n s t r u m e n t a l i t i e s  or m u n i c i -

28 p a l i t i e s ,  the e l i g i b i l i t y  for w h i c h  is b a s e d  o n  f i n a n c i a l  n e ed, m a y

29 no t  c o n s i d e r  a b o n u s  as i n c o m e  or r e s o u r c e s  u n l e s s  r e q u i r e d  to do so

progran

(b) I n  this s e c t i o n  " p u b l i c  a s s i s t a n c e "  m e a n s

(1) 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  (42 U . S.C. 1 3 8 1  - 1385

(2) M e d i c a l  A s s i s t a n c e  (42 U . S . C .  1396 - 1396p);

(3) A d u l t  P u b l i c  A s s i s t a n c e  (AS 4 7 . 2 5 . 4 3 0  - 4 7 . 2 5 . 6 1 5 ) ;

(4) A i d  To F a m i l i e s  W i t h  D e p e n d e n t  C h i l d r e n  (AS 4 7 . 2 5 . 3 1 0

- 1 - SSHB 212



1 by f e d e r a l  law or r e g u l a t i o n .

2 (b) A  p e r s o n  w h o  is i n e l i g i b l e  f or p a r t i c i p a t i o n  in  t he N a t i o n a l

3 O l d e r  A m e r i c a n  V o l u n t e e r  P r o g r a m s  (42 U . S.C. 5 0 0 1  - 5 0 23) o r  the O l d e r

4 A m e r i c a n  C o m m u n i t y  S e r v i c e  E m p l o y m e n t  P r o g r a m  (42 U . S.C. 3056 - 3056f)

5 b e c a u s e  a b o n u s  r e c e i v e d  by the p e r s o n  w as c o n s i d e r e d  as i n c o m e  or

6 r e s o u r c e s  is e l i g i b l e  to p a r t i c i p a t e  in  s i m i l a r  p r o g r a m s  f u n d e d  by  the

7 state.

8 * Sec. 2. T h i s  A c t  t a kes e f f e c t  J u l y  1, 1985.

Q
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T'O: E E T T Y E  F R O M :  

M A R C H  6', 1 9 8 5

F A C T  S H E E T C S S B  1 2 8

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  $ 3 2 5 / r a o .

F e d s ,  l o o k  a t  y o u r  p r i o r  r e s o u r c e s ,  w h i c h  f o r  c e r t a i n  A l a s k a  

s e n i o r s  i n c l u d e s  t h e  $ 2 5 0 / m o .  l o n g e v i t y  b o n u s ,  a n d  p r o v i d e  

t h e  d i f f e r e n c e  b e t w e e n  c u r r e n t  m o n t h l y  i n c o m e  a n d  $ 3 2 5 .

S T A T E  A D U L T  P U B L I C  A S S I S T A N C E  _ $ 5 8 6 / m o ;

S t a t e  l o o k s  a t  y o u r  p r i o r  r e s o u r c e s ,  w h i c h  i n c l u d e s  S S I  ( a b o v e )  

a n d  p r o v i d e s  t h e  d i f f e r e n c e  b e t w e e n  c u r r e n t  m o n t h l y  i n c o m e  
a n d  $ 5 8 6 .

N O T E :  T H E  S T A T E  A D U L T  P U B L I C  A S S I S T A N C E  L A W  C O N F O R M S  T O  T H E

F E D E R A L  S S I  P R O G R A M .  B O T H  A R E  N E E D S  B A S E D ,  W I T H  A N  A GE- 6 5  
E L I G I B I L I T Y .

M E D I C A I D  C O V E R A G E
* * !

E l i g i b i l i t y  f o r  A d u l t  P u b l i c  A s s i s t a n c e  a u t o m a t i c a l l y  q u a l i f i e s  

t h e  r e c i p i e n t  f o r  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 s t s  a r e  s h a r e d  

w i t h  t h e  f e d e r a l  g o v e r n m e n t  o n  r o u g h l y  a 5 0 / 5 0  b a s i s .

M E D I C A I D  N U R S I N G  H O M E  C O V E R A G E

W h e r e a s  s t a n d a r d  M e d i c a i d  e l i g i b i l i t y  c o n f o r m s  t o  t h e  $ 5 8 6 / m o .  

t h r e s h h o l d  o f  t h e  A d u l t  P u b l i c  A s s i s t a n c e  P r o g r a m ,  l o n g  t e r m  

c a r e  i s  t r e a t e d  d i f f e r e n t l y  u n d e r  t h e  M e d i c a i d  p r o g r a m .  L o n g  

t e r m  c a r e  i n c o m e  t h r e s h h o l d  i s $ 9 7 5 / m o .

E L D E R L Y  P E R S O N S  A F F E C T E D  ( N U M B E R S  A R E  A P P R O X I M A T E )

F e d e r a l  S S I  a n d  A d u l t  P u b l i c  A s s i s t a n c e  R e c i p i e n t s  2 , 4 5 0  

N u m b e r  o f  t h e s e  w h o  m u s t  " c o u n t "  l o n g e v i t y  b o n u s  7 5 0

N u m b e r  o f  t h e s e  w h o  w h o  a l s o  l o s e  M e d i c a i d  3 3 0

N u m b e r  o f  t h e s e  w h o  w i l l  l o s e  n u r s i n g  h o m e  b e n e f i t s  36

C O S T S  ( A P P R O X I M A T E )

T o  m a k e  u p  d i f f e r e n c e  o n  S S I  p a y m e n t s  $ 1 , 4 0 0 , 0 0 0

T o  p r o v i d e  G e n e r a l  R e l i e f  M e d i c a l  c o v e r a g e

• i n  p l a c e  o f  M e d i c a i d  8 8 0 , 5 0 0 *

T o  p r o v i d e  G e n e r a l  R e l i e f  M e d i c a l  i n  p l a c e

o f  M e d i c a i d  n u r s i n g  h o m e  c o v e r a g e  1 , 3 0 2 , 7 0 0 *

S A N D R A

J

( N O T E :  $ 4 6 6 , 7 0 0  a n d  $ 7 8 1 , 6 0 0  o f  t h e s e  a m o u n t s  r e s p e c t i v e l y  a r e

c o n t a i n e d  i n  t h e  G o v e r n o r ' s  F Y  8 6  b u d g e t  f o r  t h e  S t a t e  s h a r e  o f  

t h i s  c o v e r a g e  u n d e r  t h e  e x i s t i n g  M e d i c a i d  p r o g r a m . )



A l a s k a  i ? t a t e  H e g t ' s l a t u r e

BETTYE FAHRENKAMP. Chairman 
ARLISS STURGULEWSKI, V ice Chairm an 
JOE JOSEPHSON 
PAUL FISCHER
EDNA ARM STRONGDE VRIES

S e n a t e
Committee on 

^calttj, Ctiucatton anti Social feerbicefi

POU 
STATE CAP 

JUNEAU. A L A S K A 9 i 
(9 0 7 ) 4 6 5 -3L  
(9 0 7 ) 4 6 5 -3 8 ;.

M E M O R A N D U M

TO: M e m b e r s ,  S e n a t e  C o m m i t t e e  o n  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l
S e r v i c e s

FROM: C o m m i t t e e  S t a f f

RE: C o m m i t t e e  M e e t i n g ,  M a r c h  1 4 ,  1 9 8 5

DATE: M a r c h  1 3 ,  1 9 8 5

On T h u r s d a y ,  M a r c h  1 4 ,  a t  1 : 3 0  pm i n  t h e  B e l t z  R o o m ,  t h e  
S e n a t e  C o m m i t t e e  o n  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  w i l l  h e a r  
t h e  f o l l o w i n g  b i l l s :

SSSB 1 1 7 ,  A l z h e i m e r ' s  d i s e a s e  a n d  r e l a t e d  d i s o r d e r s .

SSSB 117, w h i c h  w o u l d  a u t h o r i z e  g r a n t s  f o r  t h e  o p e r a t i o n  o f  
a d u l t  d a y  c a r e  c e n t e r s ,  e s t a b l i s h  a n  A l z h e i m e r ' s  d i s e a s e  t a s k  
f o r c e ,  a n d  a u t h o r i z e  o p e r a t i o n  o f  a  d i a g n o s t i c  c e n t e r ,  r e c e i v e d  a 
p r e l i m i n a r y  h e a r i n g  b y  t h e  S e n a t e  HESS C o m m i t t e e  o n  M a r c h  7 ,  1 9 8 5 .  
W h i l e  t e s t i m o n y  p r o v i d e d  w a s  g e n e r a l l y  s u p p o r t i v e ,  t h e r e  w a s  
r e c o g n i t i o n  t h a t  f u n d i n g  f o r  a l l  a s p e c t s  o f  t h e  p r o p o s a l  may  n o t  b e  
a v a i l a b l e .  A l e t t e r  t o  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  p r i o r i t i z i n g  
t h e  p r o p o s e d  s e r v i c e s  h a s  b e e n  p r e p a r e d .

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

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 S I )  p r o g r a m  
r e q u i r e s  t h a t  A l a s k a  s e n i o r  c i t i z e n s  a p p l y  f o r  t h e  l o n g e v i t y  b o n u s .  
T h e  F e d e r a l  D e f i c i t  R e d u c t i o n  A c t  o f  1 9 8 4  (PL 9 8 - 3 6 9 )  r e q u i r e s  t h a t  
b o n u s  r e c i p i e n t s  w h o  h a v e  n o t  b e e n  A l a s k a  r e s i d e n t s  f o r  2 5  y e a r s  
p r i o r  t o  S e p t e m b e r  9 ,  1 9 8 5  c o u n t  t h e  b o n u s  a s  i n c o m e  i n  d e t e r m i n i n g  
S S I  e l i g i b i l i t y .  F u r t h e r ,  u n d e r  t h e  s t a t e ' s  A d u l t  P u b l i c  
A s s i s t a n c e  (APA) s t a t u t e ,  O l d  A g e  A s s i s t a n c e  (a  f a c e t  o f  APA) m u s t  
f o l l o w  t h e  i n c o m e  r u l e s  o f  S S I .



B o t h  t h e  f e d e r a l  S S I  p r o g r a m  a n d  t h e  s t a t e ' s  O l d  A g e  
A s s i s t a n c e  (OAA) p r o g r a m  a r e  n e e d s - b a s e d  p r o g r a m s  a v a i l a b l e  t o  
c i t i z e n s  o v e r  t h e  a g e  o f  6 5 .  S S I  s u p p l e m e n t s  a c i t i z e n ' s  p r i o r  
r e s o u r c e s  t o  e n s u r e  i n c o m e  o f  $ 3 2 5 / m o n t h .  OAA f u r t h e r  s u p p l e m e n t s  
t o  e n s u r e  i n c o m e  o f  $ 5 8 6 / m o n t h .  When a  r e c i p i e n t  o f  S S I  r e c e i v e s  
t h e  $ 2 5 0 / m o n t h  l o n g e v i t y  b o n u s  p a y m e n t ,  t h e  f e d e r a l  g o v e r n m e n t  c u t s  
t h e  S S I  g r a n t  d o l l a r  f o r  d o l l a r ,  w h i c h  e f f e c t i v e l y  n e g a t e s  t h e  
a d v a n t a g e  o f  r e c e i v i n g  t h e  l o n g e v i t y  b o n u s .  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  h a s  i d e n t i f i e d  a p p r o x i m a t e l y  7 5 0  e l d e r l y  
r e c i p i e n t s  s o  e f f e c t e d  b y  t h i s  p r o v i s i o n .

I n  a d d i t i o n ,  3 1 4  o f  t h e s e  r e c i p i e n t s  h a v e  e n o u g h  i n c o m e  t o  
a l s o  l o s e  e l i g i b i l i t y  f o r  s t a t e  O l d  A g e  A s s i s t a n c e ,  a n d  t h e r e f o r e  
f o r  M e d i c a i d  c o v e r a g e .

CS SB 1 2 8 ,  w h i c h  h a s  b e e n  p r e p a r e d  a t  t h e  r e q u e s t  o f  t h e  b i l l  
s p o n s o r ,  w o u l d  r e q u i r e  t h e  s t a t e  t o  m a k e  u p  f o r  S S I  p a y m e n t s  l o s t  
d u e  t o  r e c e i p t  o f  t h e  l o n g e v i t y  b o n u s .  I t  w o u l d  a l s o  p l a c e  t h o s e  
r e c i p i e n t s  w h o  h a v e  l o s t  M e d i c a i d  e l i g i b i l i t y  u n d e r  t h e  G e n e r a l  
R e l i e f  M e d i c a l  p r o g r a m ,  w h i c h  p r o v i d e s  s t a t e  f u n d e d  m e d i c a l  
c o v e r a g e .

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

1 )  l i m i t  t h e  p u b l i c  a s s i s t a n c e  p r o g r a m s  c o v e r e d  t o  
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 S I ) , M e d i c a i d ,  a n d  A d u l t  P u b l i c  
A s s i s t a n c e  ( A P A ) , a n d

2 )  e x e m p t  n u r s i n g  h o m e  M e d i c a i d  r e c i p i e n t s  f r o m  e l i g i b i l i t y  
f o r  t h e  l o n g e v i t y  b o n u s .

SB 1 4 0 ,  R i g h t s  o f  t h e  t e r m i n a l l y  i l l .

SB 1 4 0 ,  w h i c h  w o u l d  a l l o w  f o r  s i g n i n g  o f  a  d e c l a r a t i o n  t h a t  
l i f e - s u s t a i n i n g  p r o c e d u r e s  b e  w i t h h e l d  o r  w i t h d r a w n ,  r e c e i v e d  a 
p r e l i m i n a r y  h e a r i n g  i n  t h e  S e n a t e  HESS C o m m i t t e e  o n  M a r c h  5 ,  1 9 8 5 .  
A c o m m i t t e e  s u b s t i t u t e ,  w h i c h  a d d r e s s e s  c o n c e r n s  r a i s e d  a t  t h a t  
t i m e ,  h a s  b e e n  p r e p a r e d .  S p e c i f i c a l l y ,  t h e  c o m m i t t e e  s u b s t i t u t e :

.1.) d e f i n e s  a n  a d u l t  a s  a  p e r s o n  18  y e a r s  o r  o l d e r ,

2 )  c l a r i f i e s  t h a t  h e a l t h  c a r e  p r o f e s s i o n a l s  a n d  h e a l t h  c a r e  
f a c i l i t i e s  a r e  n o t  l i a b l e  f o r  a c t i o n s  t a k e n  u n d e r  t h i s  
c h a p t e r ,  a n d

3 )  p r o v i d e s  f o r  an  i m m e d i a t e  a f f e c t i v e  d a t e .

SCR 1 0 ,  R e q u e s t i n g  t h e  S t a t e  B o a r d  o f  E d u c a t i o n  t o  r e q u i r e  t h e  
s t u d y  o f  A l a s k a  h i s t o r y  a n d  g o v e r n m e n t  i n  t h e  s c h o o l s  o f  t h e  s t a t e .

SCR 10 r e q u e s t s  t h a t  t h e  S t a t e  B o a r d  o f  E d u c a t i o n  a d o p t  
r e g u l a t i o n s  r e q u i r i n g  a t  l e a s t  o n e  u n i t  o f  c r e d i t  i n  t h e  s t u d y  o f  
A l a s k a  h i s t o r y  a n d  g o v e r n m e n t  f o r  g r a d u a t i o n  f r o m  h i g h  s c h o o l .



P R O P O S E D  A M E N D M E N T S  T O  S B  1 2 8 ,  R E L A T I N G  T O  U S E  O F  L O N G E V I T Y  B O N U S

P A Y M E N T S  I N  D E T E R M I N I N G  A D U L T  P U B L I C  A S S I S T A N C E .

T O  B E  D I S C U S S E D  B Y  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 .

A d d  a n e w  s e c t i o n  t o  a m e n d  A S  4 7 . 4 5 . 0 7 0 ( 2 ) :

S e c .  - 4 7 . 4 5 . 0 7 0  U N Q U A L I F I E D  P E R S O N S .  A n  u n q u a l i f i e d  p e r s o n  is 

o n e  w h o

(2) m e e t s  the age and r e s i d e n c e  r e q u i r e m e n t s  of this c h a p­

ter but e i t h e r  is c o n f i n e d  in a s t a t e  or  f e d e r a l  m e n t a l  h e a l t h  i n s t i­

tu t i o n  or f a c i l i t y  and is c e r t i f i e d  by the s t a t e  as u n a b l e  to m a n a g e  

p e r s o n a l  a f f a i r s , or  r e s ides in a n u r s i n g  h o m e  as that t e r m  is d e f i n e d  

in AS 0 8 . 7 0 . 1 3 0 ; h o w e v e r ,  if that p e r s o n ,  at the tim e  of c o m m i t m e n t  or  

c o m m e n c e m e n t  of r e s i d e n c e , p r o v i d e d  the p r i n c i p a l  s u p p o r t  of a spouse, 

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  m a y  d e t e r m i n e  to p ay the c o n f i n e d  

p e r s o n ' s  b o n u s  to the p e r s o n ' s  s p o u s e  u n t i l  the s p o u s e  is q u a l i f i e d  

for a bonus;

R A T I O N A L E :  B y  e x c l u d i n g  n u r s i n g  h o m e  p a t i e n t s  f r o m  r e c e i v 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 ,  s t a t e  e x p e n d i t u r e  w o u l d  b e  r e d u c e d  

b y  $ 5 2 1 , 1 0 0 .  T h i s  e x c l u s i o n  is p r o v i d e d  f o r  i n  S B  5 6, t h e  S e n a t e  

a n n u i t y  p r o p o s a l .

A d d  a d e f i n i t i o n  o f  " p u b l i c  a s s i s t a n c e "  u n d e r  A S  4 7 . 4 5 . 1 2 2 :

(b) I n  t h i s  s e c t i o n  " p u b l i c  a s s i s t s ' i c e "  m e a n s

(1) 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  ( 4 2  U S C  1 3 8 1 - 1 3 8 5 ) ;

(2) M e d i c a l  A s s i s t a n c e  ( 4 2  U S C  1 3 9 6 - 1 3 9 6 p ) ; a n d

(3) A d u l t  P u b l i c  A s s i s t a n c e  ( AS  4 7 . 2 5 . 4 3 0 - 4 7 . 2 5 . 6 1 5 ) .

R A T I O N A L E :  T h e s e  a r e  t h e  p u b l i c  a s s i s t a n c e  p r o g r a m s  m o s t  o f t e n

a c c e s s e d  b y  e l d e r l y  r e c i p i e n t s ,  a n d  t h e  D e p a r t m e n t ' s  f i s c a l  i n f o r  

m a t i o n  is b a s e d  o n  t h e  h o l d - h a r m l e s s  p r o v i s i o n  b e i n g  a p p l i e d  o n l y  

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

F o o d  S t a m p s ,  A i d  t o  B l i n d  a n d  D i s a b l e d ,  E n e r g y  A s s i s t a n c e ,  A i d  t o  

F a m i l i e s  W i t h  D e p e n d e n t  C h i l d r e n ,  G e n e r a l  R e l i e f  M e d i c a l .
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• •c •• • • •• • • 1 1 •
iyear:

0RR 
EXEMPT"

ORA
NON­
EXEMPT

OAR
TOTAL

(1) 
RAISE ALL 

OAA BY 
S250/M0 

COST
: l

a -•a 1,750 750 2,500.0 7,500.0
: 2 ta 1,610 990 2,600.0 7,800.0
S 3 aa 1,470 1,230 2,700.0 8,100.0
: 4 •

• 1,330 1,470 2,800.0 8,400.0
; 5 •l 1,190 1,710 2,900.0 0,700.0
: 6 aa 1,050 1,950 3,000.0 9,000.0
! 7 •a 910 2,190 3,100.0 9,300.0
! 8 •a 770 2,430 3,200.0 9,600.0
: 9 aa 630 2,670 3,300.0 9,900.0
: 10 aai —

490 2,910 3,400.0 10,200.0
: l i

a —aa 350 3,150 3,500.0 10,500.0
; 12 aa 210 3,390 3,600.0 10,800.0
: 13 aa 70 3,630 3,700.0 11,100.0
: 14 aa 0 3,800 3,000.0 11,400.0
: i s 1a 0 3,900 3,900.0 11,700.0
: 16 ai 0 4,000 4,000.0 12,000.0
! 17 aa 0 4, 100 4,100.0 12,300.0

(2) 1(1) MINUS <2)

HOLD HARMLESS NON-EXEMPTS 

MEDICAL OAfl SSI TOTAL COMPARISON YEAR

413.7 760.0 1,400.0 2,573.7
- a — a a 4,926.3 1

546.1 1,003.2 1,048.0 3,397.3 aa 4,402.7 2
678.5 1,246.4 2,296.0 4,220.9 aa 3,079.1 3
810.9 1,489.6 2,744.0 5,044.5 aa 3,355.5 4
943.2 1,732.8 3,192.0 5,860.0 •a 2,832.0 5

,075.6 1,976.0 3,640.0 6,691.6 aa 2,300.4 6
,200.0 2,219.2 4,098.0 7,515.2 aa 1,784.8 7
340.4 2,462.4 4,536.0 8,338.8 ia 1,261.2 0
,472.8 2,705.6 4,984.0 9,162.4 «a ‘ 737.6 9
605.2 2,948.0 5,432.0 9,906.0 aa 214.0 10
737.5 3,192.0 5,890.0 10,909.5 aa (309.5) 11
969.9 3,435.2 6,328.0 11,633.1 aa (833.1) 12
002.3 -3,678.4 6,776.0 12,456.7 aa (1,356.7) 13
096.1 3,050.7 7,093.3 13,040.1 aa (1,640.1) 14
151.2 3,952.0 7,290.0 13,393.2 aa (1,683.2) 15
206.4 4,053.3 7,466.7 13,726.4 aa (1,726.4) 16
261.6 4,154.7 7,653.3 14,069.6 aa (1,769.6) 17 !

ASSUMPTIONS:
1)
2)
3)
4>
5)

OAA Exempt declines by 140 cases par year - 87 Death Rate 
OAR total cases increases by 100 cases per year
Raising qualifying limit by S250 for OAA would not cause higher caseload growth 
All costs projected in current dollars
If all OAR cases were raised by S250; APO and R0L cases will not receive

CONCLUSION:
Hold Harmless is most cost effective solution until year 10

ROD BETIT, DIRECTOR 
DIVISION OF MEDICAL ASSISTANCE 
March 8, 1905 
EXEMPTS. WKS
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b e l i e v e  t h e  o n e  y e a r  r e q u i r e m e n t  w o u l d  w i t h s t a n d  a 
c h a l l e n g e .  T h e  t w o  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 o r  
s t u d e n t  l o a n s  w a s  r e c e n t l y  u p h e l d  f o r  s i m i l a r  r e a s o n s .

D .  C o n c l u s i o n

T h i s  p r o p o s a l  i s  v a l i d  b e c a u s e  i t  a d d r e s s e s  t h e  f e d e r a l  
s u p p o r t  o f  t h e  p u b l i c  a s s i s t a n c e  q u e s t i o n  a n d  b e c a u s e  
i t  f a v o r s  t h o s e  A l a s k a n s  w h o  n e e d  t h e  b o n u s  t h e  m o s t .
A s  s u c h ,  i t  s h o u l d  b e  t h e  s u b j e c t  o f  s e r i o u s  
l e g i s l a t i v e  c o n s i d e r a t i o n ,  e v e n  t h o u g h  s o m e  s e n i o r s  
h a v e  r e s e r v a t i o n s  a b o u t  i t .

V I .  STATUS QUO PROPOSAL

A .  S u m m a rv
■ ■ d

T h i s  p r o p o s a l  w o u l d  c o n t i n u e  t h e  p r e s e n t  p r o g r a m  —
$ 2 5 0  m o n t h l y  b o n u s  t o  a l l  o n e  y e a r  r e s i d e n t s  a t  l e a s t  
65  y e a r s  o l d  —  i n d e f i n i t e l y .

B .  T h e  B o n u s  a s  a  P r i o r i t y  f o r  S t a t e  F u n d i n g

T h i s  p r o p o s a l  a s s e r t s  t h a t  t h e  b o n u s  i n  i t s  p r e s e n t  
f o r m  i s  a  m a j o r  p r i o r i t y  a n d  s h o u l d  b e  c o n t i n u e d  f o r  
a l l  A l a s k a n s  d e s p i t e  t h e  h i g h  c o s t .  I f  o u r  r e v e n u e s  
w e r e  n o t  d w i n d l i n g  a t  a n  e v e r i n c r e a s i n g  p a c e ,  we w o u l d  
l o o k  m o r e  f a v o r a b l y  o n  t h i s  p r o p o s a l .  We f e a r ,  
h o w e v e r ,  t h a t  o t h e r  s t a t e w i d e  n e e d s  s u c h  a s  r o a d s ,  
w a t e r  a n d  s e w e r ,  e d u c a t i o n ,  a n d  h e a l t h  c a r e  w i l l  s u f f e r  
i f  t h e  b o n u s  p r o g r a m  c o n t i n u e s  i n  i t s  p r e s e n t  f o r m .
T h e r e  a r e  s i m p l y  n o t  e n o u g h  o i l  d o l l a r s  t o  m e e t  a l l  o u r  
n e e d s .  M any  o t h e r  S t a t e  p r o g r a m s  r e w a r d  a n d  a s s i s t  
e l d e r  A l a s k a n s .  We h o p e  t o  c o n t i n u e  f u n d i n g  t h e s e  
p r o g r a m s  a s  w e l l  a s  a  l e s s  e x p e n s i v e  b o n u s  p r o g r a m .

C .  C o n t i n u i n g  t h e  S t a t u s  Q u o  i n  FY 86

A l t h o u g h  w e  a r e  u n c o m f o r t a b l e  w i t h  t h e  n o t i o n  o f  
c o n t i n u i n g  t h e  p r o g r a m  i n  i t s  p r e s e n t  f o r m  f o r e v e r ,  we 
f e e l  s t r o n g l y  t h a t  i f  t h e  L e g i s l a t u r e  a n d  t h e  G o v e r n o r  
c a n n o t  r e a c h  a g r e e m e n t  o n  a n y  o t h e r  p r o p o s a l s  d u r i n g  
t h i s  s e s s i o n ,  t h e  c u r r e n t  b o n u s  p r o g r a m  s h o u l d  b e  
e x t e n d e d  f o r  a n o t h e r  y e a r .  We d o  n o t  p r e f e r  t h i s  
a p p r o a c h ,  b u t  w e  d o  n o t  w a n t  t o  e n d  t h e  p r o g r a m  
a l t o g e t h e r  i f  1 2 0  d a y s  i s  n o t  e n o u g h  t i m e  t o  r e a c h  
c o n s e n s u s  o n  t h i s  i m p o r t a n t  i s s u e .

t -KT.-z r r . v y ^ . ^ r  •   
V I I .  T h e  I m m e d i a t e  I m p a c t  o n  P u b l i c  A s s i s t a n c e  E l i g i b i l i t y

A .  How t o  P r o t e c t  t h e  B o n u s  I n c o m e  o f  P u b l i c  
A s s i s t a n c e  R e c i p i e n t ' s

F e d e r a l  a n d  S t a t e  l a w  t r e a t  t h e  l o n g e v i t y  b o n u s  p a y m e n t

- 1 0 -



i n  a  m a n n e r  t h a t  r e s u l t s  i n  a d e v a s t a t i n g  f o r m  o f  
" l e g a l "  d i s c r i m i n a t i o n  f o r  m a n y  s e n i o r  c i t i z e n s  o n  
p u b l i c  a s s i s t a n c e .  T h e s e  l a w s  r e q u i r e  t h e  s e n i o r  
c i t i z e n  t o  a p p l y  f o r  t h e  l o n g e v i t y  b o n u s .  T h e n ,  t h e s e  
s a m e  l a w s  r e d u c e  o r  e l i m i n a t e  t h e  a m o u n t  o f  p u b l i c  
a s s i s t a n c e  p a y m e n t s ,  d o l l a r  f o r  d o l l a r .  T h e  s e n i o r  
c i t i z e n s  o n  p u b l i c  a s s i s t a n c e ,  u n l i k e  t h e  m i d d l e  a n d  
h i g h  i n c o m e  s e n i o r s  w h o  r e c e i v e  t h e  l o n g e v i t y  b o n u s  o n  
t o p  o f  a l l  o t h e r  i n c o m e ,  r e a l i z e  n o  m a t e r i a l  g a i n  i n  
t h e i r  i n c o m e  f r o m  r e c e i p t  o f  t h e  l o n g e v i t y  b o n u s .  
A d d i t i o n a l l y ,  m a n y  o f  t h e  s e n i o r s  a l s o  l o s e  t h e i r  
e n t i t l e m e n t  t o  p u b l i c  a s s i s t a n c e  m e d i c a l  b e n e f i t s  t h a t  
t h e  l o n g e v i t y  b o n u s  p a y m e n t  d o e s  n o t  r e p l a c e .  T h e  
p o o r e s t  o f  o u r  s e n i o r s  —  t h o s e  w h o  n e e d  t h e  b o n u s  t h e  
m o s t  —  a r e  a c t u a l l y  h a r m e d  b y  t h e  A l a s k a  l o n g e v i t y  
b o n u s .

T h i s  " c a t c h  2 2 "  a f f e c t s  a l l  s e n i o r s  w h o  f a l l  i n t o  
e i t h e r  o f  t w o  c a t e g o r i e s :

1 .  S e n i o r s  w h o  r e a c h e d  t h e  a g e  o f  65  d u r i n g  1 9 8 4  
t h r o u g h  S e p t e m b e r  3 0 ,  1 9 8 5 ,  a n d  w h o  d i d  n o t  
m e e t  t h e  u n 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 s .

2 .  S e n i o r s  w h o  r e a c h  t h e  a g e  o f  65  a f t e r  
S e p t e m b e r  3 0 ,  1 9 8 5 ,  i r r e s p e c t i v e  o f  t h e i r  
r e s i d e n c y .  T h i s  c a t e g o r y  w o u l d  i n c l u d e  a l l  
s e n i o r s  w h o  w o u l d  h a v e  m e t  t h e  
u n 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 s .

T h e  e f f e c t  o f  t h i s  " c a t c h  2 2 "  i s  t h a t  t h e  f e d e r a l  
g o v e r n m e n t  s a v e s  f e d e r a l  f u n d s  a n d  A l a s k a ' s  l o n g e v i t y  
b o n u s  p r o g r a m  b e c o m e s  a  c a s h  b e n e f i t  p r o g r a m  f o r  t h e  
m i d d l e  a n d  u p p e r  c l a s s e s  o f  s e n i o r s  w h o  n e e d  t h e  m o n e y  
f a r  l e s s  t h a n  t h e  p o o r .

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

1 .  c r e a t e  a  m e a n s  t e s t  l o n g e v i t y  b o n u s  p r o g r a m ,  
o r

2 .  c r e a t e  a  " h o l d - h a r m l e s s "  p r o v i s i o n  i n  S t a t e  
p u b l i c  a s s i s t a n c e  s t a t u t e s  t o  e n s u r e  t h a t  t h e  
S t a t e  m a k e s  u p  t h e  d i f f e r e n c e  i n  f e d e r a l  
b e n e f i t s  l o s t  a n d  c o n t i n u e s  t o  p a y  S t a t e  
p u b l i c  a s s i s t a n c e  t o  i n d i v i d u a l s  e f f e c t e d  b y  
t h e  " c a t c h  2 2 . "

T h e  c o s t  t o  t h e  S t a t e  w o u l d  b e :

- 1 1 -



H O L D - H A R M L E S S  C O S T S  - F Y 8 6

A l r e a d y
B u d g e t e d

R e q u i r e d  
F i s c a l  N o t e

F e d e r a l  ( S S I )  P a y m e n t  
S t a t e  (OAA) P a y m e n t  
N o n - n u r s i n g  Home M e d i c a l

0

7 6 0 , 0 0 0
0

1 , 4 0 0 , 0 0 0
0

4 1 3 , 8 4 7
1 , 8 1 3 , 8 4 77 6 0 , 0 0 0

I f  t h e  N u r s i n g  Home E x c l u s i o n  A m e n d m e n t  ( s e e  " B " ,  p a g e  
1 3 )  i s  n o t  a d o p t e d ,  t h e n  t h e  h c l d - h a r m l e s s  f i s c a l  n o t e  
s h o u l d  b e  i n c r e a s e d  b y  $ 5 1 4 , 9 8 2  f o r  F Y S 6 .

One S t a t u t e  c h a n g e  w o u l d  b e  n e e d e d  t o  h o l d  r e c i p i e n t s  
h a r m l e s s  u n d e r  a l l  c u r r e n t l y  p r o p o s e d  l o n g e v i t y  b o n u s  
p r o g r a m s :

A m end  A r t i c l e  4 ,  AS 4 7 . 2 5 . 4 3 0 f ,  t o  p r o v i d e  t h a t

( 1 )  T h e  D e p a r t m e n t  m u s t  i n c r e a s e  t h e  a m o u n t  o f  a n  
i n d i v i d u a l ' s  A d u l t  P u b l i c  A s s i s t a n c e  p a y m e n t  
b y  t h e  a m o u n t  o f  a n y  r e d u c t i o n  i n  a s s i s t a n c e  
p r o v i d e d  u n d e r  T i t l e  X V I  o f  t h e  S o c i a l  
S e c u r i t y  A c t  w h i c h  o c c u r s  s o l e l y  b e c a u s e  o f  
c o n s i d e r i n g  p a y m e n t s  m a d e  u n d e r  AS 4 7 . 4 5  a s  
a v a i l a b l e  i n c o m e ;  a n d

( 2 )  N o t w i t h s t a n d i n g  AS 4 7 . 2 5 . 4 3 5 ,  i n  d e t e r m i n i n g  
e l i g i b i l i t y  f o r  A d u l t  P u b l i c  A s s i s t a n c e  a n d  
t h e  a m o u n t  o f  A d u l t  P u b l i c  A s s i s t a n c e  
p a y m e n t ,  t h e  D e p a r t m e n t  w i l l  n o t  c o n s i d e r  a n y  
p a y m e n t  m a d e  u n d e r  AS 1 7 . 4 5  a s  i n c o m e  
a v a i l a b l e  t o  t h e  a p p l i c a n t  o r  r e c i p i e n t .

N o t e :  R e g a r d l e s s  o f  w h i c h  l o n g e v i t y  b o n u s  p r o p o s a l  i s
e n a c t e d ,  t h e  h o l d - h a r m l e s s  p r o v i s i o n s  a b o v e  m u s t  
h a v e  a n  e f f e c t i v e  d a t e  o f  J u l y  1 ,  1 9 8 5 .  I f  t h e  
m e a n s  t e s t  p r o p o s a l  i s  e n a c t e d ,  t h e s e  h o l d -  
h a r m l e s s  p r o v i s i o n s  s h o u l d  s u n s e t  o n  t h e  
e f f e c t i v e  d a t e  o f  t h e  n e w  a c t  t o  p r o t e c t  f u n d i n g  
l e v e l  o f  a d u l t  p u b l i c  a s s i s t a n c e  p r o g r a m s .

B . E x c l u s i o n  o f  I n d i v i d u a l s  i n  N u r s i n g  H om es  f r o m  
E l i g i b i l i t y  f c r  t h e  B o n u s

T h e  b o n u s  c a n  p r e c l u d e  a  p o o r  e l d e r  f r o m  r e c e i v i n g  
M e d i c a i d  a s s i s t a n c e  w h i l e  i n  a n u r s i n g  h o m e  e v e n  t h o u g h  
i t  d o e s  n o t  o f f s e t  t h e  c o s t  o f  c a r e  i n  t h e  n u r s i n g  hom e  
( a p p r o x i m a t e l y  $ 4 0 0 0 / m o n t h ) . A l s o ,  t h e  f e d e r a l  

g o v e r n m e n t  r e q u i r e s  t h a t  t h e  i n d i v i d u a l  a p p l y  f o r  t h e  
b o n u s  t o  g e t  M e d i c a i d .  W h i l e  t h e  S t a t e  c o u l d  h o l d
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t h e s e  i n d i v i d u a l s  h a r m l e s s  a t  a c o s t  o f  $ 5 1 4 , 9 8 2  
( G e n e r a l  F u n d ) , t h e  L e g i s l a t u r e  c o u l d  m a k e  n u r s i n g  hom e 
r e s i d e n t s  i n e l i g i b l e  f o r  a  b o n u s .

I t  s h o u l d  b e  e m p h a s i z e d  t h a t  t h i s  s u g g e s t i o n  i s  n o t  
i n t e n d e d  t o  h a r m  n u r s i n g  h o m e  r e s i d e n t s  o r  t o  j u d g e  
t h e i r  w o r t h i n e s s  f o r  r e c e i p t  o f  a  b o n u s .  R a t h e r ,  i t  i s  
i n t e n d e d  t o  p r o t e c t  s u c h  e l d e r s  f r o m  t h e  e x o r b i t a n t  
c o s t  o f  n u r s i n g  h o m e  c a r e .  I r r e s p e c t i v e  o f  p e r s o n a l  
i n c o m e  b e f o r e  e n t e r i n g  a  n u r s i n g  h o m e ,  97% o f  A l a s k a n s  
i n  n u r s i n g  h o m e s  i n  t h e  s t a t e  e v e n t u a l l y  t u r n  t o  
M e d i c a i d  t o  p a y  t h e i r  b i l l s .

V I I I .  COST INFORMATION

A .  L o n g  T e r m  C o s t s

T h e  f o l l o w i n g  c h a r t  c o m p a r e s  t h e  c o s t  o f  t h e  f o u r  
p r o p o s a l s  i n  n o m i n a l  d o l l a r s  t h r o u g h  f i s c a l  y e a r  2 0 3 4 .  
T h e  c h a r t  s h o w s  t h a t  t h e  g e n e r a l  f u n d  c o s t s  o f  b o t h  t h e  
a n n u i t y  a n d  s t a i r s t e p p i n g  p r o p o s a l s  e v e n t u a l l y  
d i s a p p e a r  w h e r e a s  t h e  m e a n s  t e s t  a n d  s t a t u s  q u o  
p r o p o s a l s  c o n t i n u e  t o  n e e d  g e n e r a l  f u n d s .  F o r  t h e  n e x t  
50  y e a r s ,  t h e  t o t a l  c o s t s  a r e  a s  f o l l o w s :

A n n u i t y  p r o p o s a l  $ 1 . 2 9  b i l l i o n
S t a i r s t e p p i n g  p r o p o s a l  $ 1 . 1 3  b i l l i o n
M e a n s  t e s t  p r o p o s a l  $ 3 . 2 0  b i l l i o n
S t a t u s  Q u o  $ 5 . 4 2  b i l l i o n

T h e  p r e s e i i t  v a l u e  ( t h e  a m o u n t  o f  f u n d i n g  n e c e s s a r y  t o  
e n d o w  t h e  p r o g r a m  t o d a y )  o f  t h e  c o s t  o f  t h e s e  p r o p o s a l s  
i s :

A n n u i t y  p r o p o s a l  $ 6 2 0 . 0 2  m i l l i o n
S t a i r s t e p p i n g  p r o p o s a l  $ 4 9 6 . 8 8  m i l l i o n
M e a n s  t e s t  p r o p o s a l  $ 6 3 4 . 9  m i l l i o n
S t a t u s  Q u o  p r o p o s a l  $ 8 7 9 . 7 8  m i l l i o n

B . P o p u l a t i o n  F o r e c a s t

T h e  c o s t  c h a r t  i s  b a s e d  o n  a f o r e c a s t  o f  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 i s  f o r e c a s t  may o v e r s t a t e  t h e  
n u m b e r  o f  p e o p l e  w h o  w i l l  a c t u a l l y  p a r t i c i p a t e  i n  a n y  
o f  t h e  p r o p o s e d  p r o g r a m s ,  a t  l e a s t  i n  t h e  n e a r  t e r m .
F o r  e x a m p l e ,  t h e  p o p u l a t i o n  f o r e c a s t  p r e d i c t s  1 6 , 7 4 4  
e l i g i b l e s  f o r  FY 8 6 ,  y e t  o n l y  1 4 , 5 4 7  e l d e r s  a r e  
c u r r e n t l y  r e c e i v i n g  a b ^ n u s .  A l s o ,  a f t e r  2 0 1 0 ,  t h e  
f o r e c a s t  a s s u m e s  t h a t  tht.- e l d e r  p o p u l a t i o n  r e m a i n s  
c o n s t a n t ,  w h i c h  d o e s  n o t  a c c o u n t  f o r  d e a t h ,  m i g r a t i o n ,  
e t c .

I f  t h e  p o p u l a t i o n  p r o j e c t i o n s  d o  t u r n  o u t  t o  b e  t o o  
h i g h ,  t h e n  t h e  c o s t  e s t i m a t e s  a r e  a l s o  t o o  h i g h .
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Spon sor  S u b s ti t u t e  for SB - 128

This b i l l  w o u l d  e liminate d i s c r i m i n a t i o n  for some s en i o r  citizens 

w ho  are on pub lic  assistance.

The d i s c r i m i n a t i o n .

The d i s c r i m i n a t i o n  results fro m the fe d e r a l g o v e r nm e n t ' s Deficit 

Re d u c t i o n  Act of 1984. T h i s  act r eq ui re s  any  l o w - i n c o m e  Longe vit y 

B on us re c i p i en t who has N O T  b e e n  a r esi den t of A l a s k a  for 25 y ears 

to ap ply  for the Lo ng ev i t y  B onus and then " co un t "  it as income 

w h e n  d e t er m i n i n g  the amount of p u b l i c  a ss i s t a nc e benefits.

As a result:

(1) W h e n  the L o ng evi ty B on us is d i str ibu ted , l ow -i n c o m e  Alaskans 

w h o  h.°vc lived in the state c o nt i n u o u s l y  for 25 years 

increa se their income b y  $250 —  the amo u n t  of the

Bonus. (They are no t r e q u i r e d  to " co unt " the B onu s as 

income w h e n  d ev e r m i n i n g  t hei r p u b l i c  a s s i s t a n c e  benefits.)

T here  are about 1700 of these Alaskans.

(2) H owe ver , low-in com e A l a s k a n s  w h o  h a v e  N O T  li ved  in the state 

25 y e a r s  lose $250 —  the equ iv a l e n t  of their B onu s —  when 

c o l l e c t i n g  benefits. The a mo un t  of their B on us is subtracted 

fr o m  their federal S u p p l e m e n t a l  S e c u r i t y Income.

(The law first re qui res  t hem to " cou nt"  the Bonus and then 

cuts their Sup ple me nt a l  S e cu r i t y  Income b y  that amount.)

There are about 750 of these Alaskans.

(3) Of these 750 l e s s - t h a n - 2 5 - ye ar - r e s i de nt s ,  333 h a v e  enough 

o ther  income to put t h e m  in a w o r s e  posi tio n: they

lose their M e d i c a i d  b e n e f i t s  w h e n  they r ec ei v e  the Longevity 

Bonus.

T hi s h a pp e n s  b e caus e their other income p u sh es  t he m  over the 

limit ($586) for the s t ate 's A du l t  Pub l i c A s si s t a n c e  program. 

M e d i c a i d  el igi bil ity  is tied by l aw  to Ad ult  Pu bl i c  

As sis tan ce.  W h e n  l o w - i n co me  seniors lose t he ir assistance, 

they also lose Medicaid.

The b i l l .

S p ons or S ub st it u t e  for SB 128 "hol ds h a r m l e s s "  the Lo ng ev i t y  

Bonus. It al lo w s  the state to m a k e  up for p u bl ic  a s s i s t a n c e  payments 

w h i c h  are lost due to federal law. T h e  b il l  also pl ac es  the "hold 

h a r mle ss"  p r o g r a m  u n d e r the G en e r a l  Re l i e f M e d i c a l  p rog ram , removing 

the threat to M e d i c a i d  by  m a k i n g  this p r o g r a m  s t at u t o r i l y  and fiscally 

d is t i nc t f r o m  the A d u l t Publ ic A s s i s t a n c e  program.

T h e  p u r p o s e  o f  t he b i l l .
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so much o f  the supplemental security income benefits, whether or 
not paid retroactively, as would not have been paid or would not be 
paid with respect to such individual or spouse if he had received 
such benefits under title II in the month or months in which they 
were regularly due.

"(b) For purposes of this section, the term 'supplemental security 
income benefits’ means benefits paid or payable by the Secretary 
under title XV';, including State supplementary payments under an 
agreement pursuant to section 1616(a) or an administration '  gree- 
ment under section 212(b) o f  Public Law 93-66.

"(c) From the amount o f  the reduction made under subsection (a), 
the Secretary shall reimburse the State on behalf of  which supple­
mentary payments were made for the amount (if any) by which such 
State's expenditures on account .of such supplementary payments 
for the month or months involved exceeded the expenditures which 
the State would have made (for such month or months) if the 
individual had received the benefits under title II at the times they 
were regularly due. An amount equal to the portion of such reduc­
tion remaining after reimbursement o f  the State under the preced­
ing sentence shall be covered into the general fund of  the 
Treasury.’ ’ .

(b) The amendment made by this section shall apply for purposes 
of reducing retroactive benefits under title II of  the Social Security 
Act or retroactive supplemental security income benefits payable 
beginning with the seventh month following the month in which 
this Act is enacted; except that in the case of  retroactive title II 
benefits other than those which result from a determination of 
entitlement following an application for benefits under title II or 
from a reinstatement of  benefits under title II following a period of 
suspension or termination o f  such benefits, it shall apply when the 
Secretary o f  Health and Human Services determines that it is 
administratively feasible.

Sec. 2616. (a) Section 1612(b)(2XB) of  the Social Security Act 
amended to read as follows:

“ (B) monthly (or other periodic) payments received by any 
individual, under a program established prior to July 1,1973 (or 
any program established prior to such date but subsequently 
amended so as to conform to State or Federal constitutional 
standards), if (i) such payments are made by the State o f  which 
the individual receiving such payments is a resident, (ii) eligibil­
ity of  any individual for such payments is tiGttb&^mnifieedi'antl 
i^ased0soiely on atteinmefifcbt’age^63 or any other age set by 
the State and residency in such State by such individual, and 
(iii) dffiB5aUJSfo^2SgJBHffi®830i3158^such individual (I) first 
becomes an eligible individual or an eligible spouse under this 
title, and (II)
m M f lo f  such program as such program was in effect prior to 
January 1, 1983.’ ’.

(b) The amendment made by subsection (a) shall become effective 
on the date of  the enactment o f  this Act.

98 STAT. 1133
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*

p e r m a n e n t  f u n d  d i v i d e n d  m a y  n o t  b e  t a k e n  to s a t i s f y  a d ebt u n d e r  (2) 

of this s e c t i o n  u n t i l  any p o r t i o n  of t he d i v i d e n d  n e c e s s a r y  to s a t i s f y  

a c h i l d  s u p p o r t  o b l i g a t i o n  h a s  b e e n  taken.

* Sec. 13. AS  4 3 . 2 3 . 0 6 5  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

(b) W h e n  a n  i n d i v i d u a l  owe s  a p a s t - d u e  d e b t  d e s c r i b e d  in (a)(1) 

of thi s  s e c t i o n ,  the d e p a r t m e n t  s h a l l  r e q u i r e  that the i n d i v i d u a l  t ake 

the 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  in cash.

(c) T h e  c o urts of t h i s  s t a t e  may, as a c o n d i t i o n  of  any c i v i l  

j u d g m e n t  o r  r e s t i t u t i o n  o r d e r  u n d e r  AS  1 2 . 5 5 . 0 4 5  - 1 2 . 5 5 . 0 5 1  or 

1 2 . 5 5 . 1 0 0 ,  r e q u i r e  the d e f e n d a n t  to t a k e  t he d e f e n d a n t ' s  p e r m a n e n t  

fun d  d i v i d e n d  i n  cash.

* Sec. 14. AS  4 3 . 2 3 . 0 7 5  is a m e n d e d  to read:

Sec. 4 3 . 2 3.075^

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

p r o g r a m  a d m i n i s t e r e d  by the D e p a r t m e n t  of  H e a l t h  a nd S o c i a l  S e r v i c e s  

in w h i c h  e l i g i b i l i t y  for a s s i s t a n c e  is b a s e d  o n  f i n a n c i a l  need, t he 

D e p a r t m e n t  of H e a l t h  and S o c i a l  S e r v i c e s  m a y  n o t  c o n s i d e r  a p e r m a n e n t

l
f u n u  d i v i d e n d  as inco m e  or r e s o u r c e s  r e c e i v e d  by the r e c i p i e n t  of 

p u b l i c  a s s i s t a n c e  or by a m e m b e r  of  the r e c i p i e n t ' s  h o u s e h o l d  u n l e s s  

r e q u i r e d  to do so by federal l a w  o r  r e g u l a t i o n .  T h e  D e p a r t m e n t  of  

H e a l t h  an d  S o c i a l  Services shall, n o t i f y  all r e c i p i e n t s  of p u b l i c  

a s s i s t a n c e  of the effects of [ R E C E I V I N G ]  a p e r m a n e n t  f u n d  d i v i d e n d  

c r e d i t  or c a s h  p a y m e n t .

(b) A n  i n d i v i d u a l  w ho is d e n i e d  m e d i c a l  a s s i s t a n c e  u n d e r  42  

U . S . C .  1396 - 1 3 9 6 p  (Social S e c u r i t y  Act, T i t l e  XIX )  s o l e l y  b e c a u s e  o f  

the c r e d i t  or  r e c e i p t  of a p e r m a n e n t  f u n d  d i v i d e n d  b y  the i n d i v i d u a l  

o r  b y  a m e m b e r  of the i n d i v i d u a l ' s  h o u s e h o l d  is e l i g i b l e  f or state- 

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

(AS 4 7 . 2 5 . 1 2 0  - 47. 2 5 . 3 0 0 ) .  T h e  i n d i v i d u a l  is e n t i t l e d  to receive,

-7- CSSB 5 6 (SA)
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f o r  a p e r i o d  n ot to e x c e e d  f o u r  m o n t h s ,  t he sam e  l e vel of m e d i c a l  

a s s i s t a n c e  as the i n d i v i d u a l  w o u l d  h a v e  r e c e i v e d  u n d e r  42 U . S.C. 

139 6  - 1 3 9 6 p  ( S o c i a l  S e c u r i t y  Act ,  T i t l e  XIX )  h a d  t h e r e  b e e n  no  p e r m a­

ne n t  f u n d  d i v i d e n d  p r o g r a m .

(c) A n  i n d i v i d u a l  w h o  is d e n i e d  a s s i s t a n c e  s o l e l y  b e c a u s e  p e r m a­

ne n t  f u n d  d i v i d e n d s  c r e d i t e d  to  or  r e c e i v e d  by the i n d i v i d u a l  or b y  a

m e m b e r  of the i n d i v i d u a l ' s  h o u s e h o l d  are c o u n t e d  as i n c o m e  o r  r e­

so u r c e s  u n d e r  f e d e r a l  law or  r e g u l a t i o n  is e l i g i b l e  f or c a s h  a s s i s­

ta n c e  u n d e r  the g e n e r a l  r e l i e f  a s s i s t a n c e  p r o g r a m  (AS 4 7 . 2 5 . 1 2 0  - 

4 7 . 2 5 . 5 0 0 ) .  N o t w i t h s t a n d i n g  t he limit i n  A S  4 7 . 2 5 . 1 3 0 ,  the i n d i v i d u a l  

is e n t i t l e d  to r e c eive, f or a p e r i o d  not to e x c e e d  f o u r  m o n t h s ,  the 

sam e  a m o u n t  as the i n d i v i d u a l  w o u l d  h a v e  r e c e i v e d  u n d e r  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  h ad t h e r e  b e e n  no  p e r m a n e n t  fun d  d i v i d e n d  p r o g r a m .

* Sec. 15. AS  4 3 . 2 3 . 0 9 5 ( 6 )  is r e p e a l e d  an d  r e e n a c t e d  to read:

(6) " p e r m a n e n t  f u n d  d i v i d e n d "  m e a n s  a c r e d i t  to a n  a n n u i t y  

a c c o u n t  u n d e r  this c h a p t e r  e x c e p t  that, as a p p l i e d  to an i n d i v i d u a l  

w h o  m a y  r e c e i v e  o n l y  c a s h  u n d e r  A S  4 3 . 2 3 . 0 0 5 ( d )  or 4 3 . 2 3 . 0 6 5 ,  it m e a n s  

a cas h  p a y m e n t  u n d e r  this c h a pter;

*  Sec. 16. AS  4 3 . 2 3  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

A R T I C L E  2. A N N U I T Y  P R O GRAM.

Sec. 4 3 . 2 3 . 1 1 0 .  A N N U I T Y  I N V E S T M E N T  FUND. (a) T he a n n u i t y

i n v e s t m e n t  f u n d  is e s t a b l i s h e d  as a s e p a r a t e  f u n d  in the s t ate t r e a­

sury. N o t w i t h s t a n d i n g  A S  3 7 . 1 3 . 1 4 5 ,  an a m o u n t  e q u a l  to the p e r m a n e n t  

fun d  d i v i d e n d s  t a k e n  as a n n u i t y  c r e d i t s  u n d e r  thi s  c h a p t e r  s h a l l  be 

a n n u a l l y  t r a n s f e r r e d  f r o m  the d i v i d e n d  f u n d  to th e  a n n u i t y  i n v e s t m e n t  

f u n d .

(b) T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  e i t h e r  g e n e r a l  funds, or

ea r n i n g s  of the u n d i s t r i b u t e d  i n c o m e  a c c o u n t  in  the A l a s k a  p e r m a n e n t  

fund, to the a n n u i t y  i n v e s t m e n t  fund. F u n d s  a p p r o p r i a t e d  u n d e r  this

t:a5U 5 6 (SA) _8 .



CONTACT: ROD BETIT 465-3355

SUMMARY OF LONGEVITY BONUS HOLD HARMLESS 

DIVISION OF MEDICAL ASSISTANCE

DATE: MARCH 6, 1985

HOLD HARMLESS COVERAGE

I M l n u r s i n g  H o m e  o a a

fy86 hold Harmless coSTs (Savings')" IN STATE dollars

TIFDTcAl NURSING HOME OAA 5ST TtfTOBILL NO.

C S S B 1 2 8 $ YES m tm sm a m

HB210 NO YES NO

HB212 YES YES YES

HB222 NO YES NO

HB239 NO NO NO

-0- -0-

760.0 1400.0

-0- -0-

-0- -0-

NO (466.7)

YES 413.8

NO (466.7'

NO (456.7)

* Note: This $521.1 could be avoided if a nursing home exclusion is added to HB212, or the exclusion passes the 

Legislature in a separate piece of legislation (ie SB56, HB210, HB222)

** Note: In FY87 an additional savings of $496.1 would occur in the Department's Permanent Fund (PFD) Hold Harmless

budget. This is due to HB222's mandatory PFD contribution to the annuity which will reduce the Department's 

PFD Hold Harmless costs for AFDC (240.8), Aid to the Disabled (100.0), and Medicaid (155.3).



CASE TYPE I

Client with exempt ALB 

and no other income

SSI + OAA + ALB = TOTAL

BEFORE LATEST ACTION 

TAKEN BY CONGRESS
314 252 250 = $816

1) APPLY R'UL'l 'PASSED BY 

CONGRESS (EMER REG)
314 252 250 = $816

2) H O l D H a r m l e s s  o a a

BENEFITS ONLY
314 252 250 = $816

T m O L D  HARMLESS SSI 

AND OAA BENEFITS
314 252 250 = $816

EMU

R. -detit 
10/23/84

CASE TYPE II CASE TYPE III

Client with coun table ALB and

$400 other income (INC)

SSI + OAA + ALB + INC = TOTAL

-0- 186 -0- 400 = $586

-0- -0- 250 400 = $650

-0- 186 250 400 = $836

-0- 186 250 400 = $836

Client with countable ALB 

and no other income

SSI + OAA + ALB = TOTAL

314 252 -0- = $566

84 252 250 = $586

84 252 250 = $586

84 482 250 = $816



T O :  B E T T Y E  F R O M :  S A N D R A  M A R C H  7, 1 9 8 5

S B  1 2 8  - U S E  O F  L O N G E V I T Y  B O N U S  I N  D E T E R M I N I N G  A D U L T  P U B L I C  A S S I S T A N C E  

* H A L F O R D  H A S  A S K E D  T H A T  W E  C O N S I D E R  A  P R O P O S E D  C . S .

A L T H O U G H  T H E  A C T U A L  D E T A I L S  A N D  T H E  D O L L A R  T H R E S H H O L D S  C A N  G E T

C O M P L I C A T E D ,  W H A T  T H I S  B I L L  R E A L L Y  D O E S  I S  R E Q U I R E  T H E  S T A T E  T O

P A Y  L O N G E V I T Y  B O N U S  R E C I P I E N T S  T H E  A M O U N T  O F  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 S I )  T H E Y  L O S E  B Y  A C C E P T I N G  T H E  L O N G E V I T Y  B O N U S .

C O M P L I C A T O R  S :

1. O N L Y  R E C I P I E N T S  W H O  H A V E  N O T  L I V E D  I N  T H E  S T A T E  2 5  Y E A R S

M U S T  C O U N T  T H E  B O N U S  A S  I N C O M E .  ( P E R  F E D E R A L  L A W )

2. T H E  F E D E R A L  S S I  P R O G R A M  R E Q U I R E S  T H A T  Y O U  A C C E P T  L H E  B O N U S .

S O  R I G H T  N O W  W E  H A V E  2 C L A S S E S  O F  O V E R - 6 5  Y E A R  O L D S  - -  T H O S E  W H O ' V E  

L I V E D  I N  T H E  S T A T E  2 5  Y E A R S  A N D  T H O S E  W H O  H A V E N ' T .  T H E  P O L I C Y  

Q U E S T I O N  I S ,  D O  W E  W A N T  T O  M A I N T A  A T H I S  C L A S S  D I S T I N C T I O N  ( W H I C H  S O M E -  

W I L L  P O I N T  O U T  W A S  E S T A B L I S H E D  O N  T H E  F E D E R A L  L E V E L ) ,  O R  D O  W E  W A N T  

T O  E N S U R E  T H A T  A L L  S E N I O R S  A R E  R E C E I V I N G  T H E  S A M E  A M O U N T  O F  S P E N D A B L E  

I N C O M E  M O N T H L Y ?

Q U E S T I O N S :

1. H O W  A R E  P E R M A N E N T  F U N D  C H E C K S  T R E A T E D ?

v T h e r e  i s  a " b o l d  h a r m l e s s "  p r o v i s i o n  i n  t h e  P e r m a n e n t  F u n d  l a w .

T h e  f e d s ,  c o u n t  t h e  d i v i d e n d  t o w a r d  S S I  e l i g i b i l i t y ,  a n d  t h e  s t a t e  

m a k e s  u p  t h e  d i f f e r e n c e ,  j u s t  a s  w e ' r e  p r o p o s i n g  f o r  l o n g e v i t y  b o n u s

2. W I L L  T H E  C O S T S  O F  T H I S  P R O P O S A L  C O N T I N U E  T O  G R O W  A S  M O R E  A L A S K A N S  

T U R N  6 5 ?  ( Y e s . )

3. A R E  P E O P L E  B E I N G  A F F E C T E D  N O W ?

( Y e s .  D e p t ,  h a s  a d o p t e d  r e g u l a t i o n s  t o  a l l o w  t h e m  to  c o n t i n u e  

p a y i n g  t h e  m a x i m u m  $ 2 6 1  p u b l i c  a s s i s t a n c e ,  b u t  f e d e r a l  S S I  b e n e f i t s  

a r e  b e i n g  l o s t .)

4. W H A T  IS E F F E C T  O F  M O V I N G  M E D I C A I D  P A T I E N T S  I N T O  G E N E R A L  R E L I E F  

M E D I C A L ?

( S t a t e  p a y s  f u l l  s h a r e  o f  t h i s  m e d i c a l  c o v e r a g e ,  w h e r e a s  M e d i c a i d  

i s  s h a r e d  r o u g h l y  5 0 %  vjith t h e  f e d s .  W e  f a c e  f e d e r a l  s a n c t i o n s  if 

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

b o n u s  r e c i p i e n t s  f r o m  t h e  f i n a n c i a l  e l i g i b i l i t y  c r i t e r i a . )



5. H O W  D O E S  T H I S  P R O P O S A L  C O M P A R E  W I T H  W H A T ' S  B E I N G  P R O P O S E D  I N  

S B  5 6 ,  T H E  S E N A T E ' S  L O N G E V I T Y  B O N U S  B I L L ?

S B  5 6  w o u l d  n o  t r e q u i r e  t h e  s t a t e  t o  m a k e  u n  w h a t  a s e n i o r  

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

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

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

M e d i c a i d  c o v e r a g e  ( o t h e r w i s e  t h e  s t a t e  w o u l d  h a v e  to p i c k  u p  

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

R e l i e f  M e d i c a l  p r o g r a m ) .

L e t t e r  o f  I n t e n t  a c c o m p a n y i n g  S B  5 6  e n c o u r a g e s  f u n d s  b e  

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

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

t h e  l o n g e v i t y  b o n u s .

S B  5 6  is  c u r r e n t l y  i n  S e n a t e  J u d i c i a r y ,  a n d  w i l l  u n d o u b t e d l y  

c o n t i n u e  to s e e  r e v i s i o n s .

S E E  A T T A C H E D  F A C T  S H E E T  W I T H  A P P R O X I M A T E  N U M B E R S  A N D  C O S T S .
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TO :  B e t t y e

FROM: S a n d r a

RE: SB 1 2 8 ,  U s e  o f  L o n g e v i t y  B o n u s  i n  D e t e r m i n i n g  A d u l t

P u b l i c  A s s i s t a n c e  

DATE: M a r c h  1 4 ,  1 9 8 5

HALFORD HAS ASKED THAT WE CONSIDER A PROPOSED C . S .

ALTHOUGH THE ACTUAL DETAILS AND THE DOLLAR THRESHOLDS CAN GET 

COMPLICATED, WHAT T H IS  BELL REALLY DOES I S  REQUIRE THE STATE TO PAY 

LONGEVITY BONUS R E C IP IE N T S THE AMOUNT OF FEDERAL SUPPLEMENTAL 

SECURITY INCOME ( S S I )  AND ANY SUBSEQUENT STATE ASSISTAN CE THEY LOSE 

BY ACCEPTING THE LONGEVITY BONUS.

COMPLICATORS

1) ONLY R E C IP IE N T S  WHO HAVE NOT LIV ED IN THE STATE 25  YEARS 

MUST COUNT THE BONUS AS INCOME. (PER FEDERAL LAW)

2)  THE FEDERAL S S I  PROGRAM REQUIRES THAT YOU ACCEPT THE 

BONUS.

SO RIGHT NOW WE HAVE 2 CLASSES OF OVER -  65 YEAR OLDS —  THOSE 

WHO1VE LIV E D IN THE STATE 25  YEARS AND THOSE WHO H A V E N 'T .  THE 

POLICY QUESTION I S ,  DO WE WANT TO MAINTAIN T H IS  CLASS D IS T IN C T IO N  

(WHICH SOME WILL POINT OUT WAS ESTABLISHED ON THE FEDERAL L E V E L ) .



OR DO WE WANT TO ENSURE THAT ALL SENIORS ARE RECEIVING THE SAME 

AMOUNT OF SPENDABLE INCOME MONTHLY?

QUESTIONS:

1)

2)

3)

4)

HOW ARE PERMANENT FUND CHECKS TREATED?

T h e r e  i s  a  " h o l d  h a r m l e s s "  p r o v i s i o n  i n  t h e  P e r m a n e n t  F u n d  

lav,7. T h e  f e d . ,  c o u n t  t h e  d i v i d e n d  t o w a r d  S S I  e l i g i b i l i t y ,  a n d  

t h e  s t a t e  m a k e s  u p  t h e  d i f f e r e n c e ,  j u s t  a s  w e ' r e  p r o p o s i n g  f o r  

l o n g e v i t y  b o n u s .

WILL THE COSTS OF T H IS  PROPOSAL CONTINUE TO GROW AS MORE 

ALASKANS TURN 6 5 ?

Y e s .

ARE PEOPLE BEING AFFECTED NOW?

Y e s .  T h e  D e p a r t m e n t  h a s  a d o p t e d  r e g u l a t i o n s  t o  a l l o w  t h e m  t o  

c o n t i n u e  p a y i n g  t h e  m axim um  $ 2 6 1  p u b l i c  a s s i s t a n c e ,  b u t  

f e d e r a l  S S I  b e n e f i t s  a r e  b e i n g  l o s t .  T h e s e  s t a t e  r e g u l a t i o n s  

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

f e d e r a l  S S I  s t a t u t e ,  b u t  t h e  f e d s  h a v e  a g r e e d  n o t  t o  d i s p u t e  

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

b o n u s  p r o b l e m  b y  J u l y  1 9 8 5 .

HOW DOES CS SB 1 2 8  COMPARE WITH WHAT'S BEING PROPOSED IN SB 

5 6 ,  THE S E N A T E 'S  LONGEVITY BONUS B I L L ?



SE 5 6  w o u l d  n o t  r e q u i r e  t h e  s t a t e  t o  m ak e  u p  w h a t  a  s e n i o r  

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

I t  w o u l d  d i s q u a l i f y  n u r s i n g  hom e  r e s i d e n t s  f o r m  r e c e i v i n g  t h e  

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

M e d i c a i d  c o v e r a g e  ( o t h e r w i s e  t h e  s t a t e  WOULD h a v e  t o  p i c k  u p  

t h e  f u l l  t a b  f o r  t h e i r  n u r s i n g  hom e  c a r e  u n d e r  t h e  G e n e r a l  

R e l i e f  M e d i c a l  p r o g r a m ) .

L e t t e r  o f  I n t e n t  a c c o m p a n y i n g  SB 56  e n c o u r a g e s  f u n d s  b e  

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

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

c o u n t i n g  t h e  l o n g e v i t y  b o n u s .

SB 56  h a s  p a s s e d  t h r o u g h  S e n a t e  S t a t e  A f f a i r s ,  J u d i c i a r y  a n d  

i s  n o w  i n  S e n a t e  F i n a n c e .

WHAT EFFECT OF MOVING MEDICAID PATIENTS INTO GENERAL RELIEF 

MEDICAL?

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

M e d i c a i d  i s  s h a r e d  r o u g h l y  50% w i t h  t h e  f e d s .  We f a c e  f e d e r a l  

s a n c t i o n s  i f  we  t a m p e r  w i t h  t h e  M e d j c a i d  p r o g r a m ,  s a y  b y  

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

c i a l  e l i g i b i l i t y  c r i t e r i a .



I F  WHAT WE'RE REALLY TRYING TO PROTECT ARE MEDICAL B E N E F IT S ,  

I S  THERE A LESS COSTLY WAY OF DOING T H I S ?

We c o u l d  h o l d  j u s t  t h e  M e d i c a i d  r e c i p i e n t s  h a r m l e s s ,  b y  m o v i n g  

t h e m  f r o m  t h e  M e d i c a i d  p r o g r a m  t o  g e n e r a l  r e l i e f ,  a n d  r o t  

w o r r y i n g  a b o u t  t h e  f e d e r a l  S S I .  T h e  D e p a r t m e n t ' s  b u d g e t  

a l r e a d y  c o n t a i n s  t h e  s t a t e  s h a r e  o f  t h e s e  M e d i c a i d  c o s t s ;  t h e  

f e d e r a l  s h a r e  w e ' d  n e e d  t o  m a k e  u p  w o u l d  b e  $ 4 1 3 , 8 4 7 .

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

t h e r e  w o u l d  b e  a n  a d d i t i o n a l  s t a t e  s a v i n g s  o f  $ 5 2 1 , 0 7 0 .

INSTEAD OF MOVING THESE PEOPLE OUT OF THE MEDICAID PROGRAM 

INTO GENERAL R E L I E F ,  WOULD I T  BE CHEAPER TO ADJUST THE 

E L I G I B I L I T Y  THRESHOLD FOR STATE ADULT PUBLIC ASSISTAN CE AND 

MEDICAID SO YOU'D  BE E L IG I B L E  EVEN WITH RE C E IPT OF THE BONUS?

F o r  t h e  n e x t  10 y e a r s ,  r a i s i n g  t h e  t h r e s h o l d  w o u l d  c o s t  t h e  

s t a t e  m o r e  ( f i g u r e s  a r e  i n  y o u r  b o o k —  a p p r o x i m a t e l y  $ 3 0  

m i l l i o n  m o r e  o v e r  t h e  n e x t  10  y e a r s ) . A s  o u r  n u m b e r  o f  s e n i o r  

c i t i z e n s  i n  t h e  b o n u s  p r o g r a m  w h o  h a v e n ' t  l i v e d  h e r e  25  y e a r s  

i n c r e a s e s ,  i t  w o u l d  b e  c h e a p e r  ( a p p r o x i m a t e l y  $ 1 0  m i l l i o n  

c h e a p e r  i n  y e a r s  1 1 - 1 7 ) .

N o t e  t h a t  r a i s i n g  t h e  t h r e s h o l d  d o e s  n o t  s o l v e  t h e  e q u i t y  

p r o b l e m ,  a s  w e ' l l  s t i l l  h a v e  s o m e  s e n i o r s  w h o  r e c e i v e  f e d e r a l  

S S I  , a n d  s o m e  w h o  d o n ' t .  T h e  s t a t e  c a n n o t  a d j u s t  t h e  f e d e r a l  

S S I  t h r e s h o l d .



8 ) ONE SUGGESTION HAS BEEN TO PUT A 5 OR 10 YEAR SUNSET PROVIS IO N 

ON THE HOLD HARMLESS OF SB 1 2 8 ,  THEN ONCE WE'VE INCREASED OUR 

POPULATION OF NEVLY -  RESIDENT SE N IO R S , R A IS E  THE E L I G I B I L I T Y  

THRESHOLD AND GO BACK TO MEDICAID AND THE FEDERAL DOLLARS 

ATTACHED TO I T .  WOULD T H IS  A B I L I T Y  BE HAMPERED I F  WE'RE 

L IM IT E D ,  THROUGH A C A P ,  IN  THE AMOUNT OF FEDERAL MEDICAID 

DOLLARS WE CAN RECEIVE?



STATE OF ALASKA 1985 LEGISLATIVE SESSION 

FISCAL NOTE

Revision Date:

REQUEST

Bill/Resolution N o . : cssb 128 (hess)
T i t l e : E l i g i b i l i t y  and Use o f Longevity 
Bonus in  Determ ining Adu lt P u b lic  A s s is t .

S p o n s o r  . 'J ja U o rd ________________________
^ u e s t o r :

FISCAL DETAIL
Page 1 o f  2

Agency Affected: A dm in is tra tit

e of Request:

Program Category Affected: social and

Economic A ss is tance  fo r  the A g e d ____________
BRU, Program or Subprogram(s) Affected:

Longevity Bonus and P io nee rs ’ Homes____________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY 85 FY 85 FY 87 FY 88 FY 89 FY 90

100 PERSONAL SERVICES 
200 TRAVEL 
S00 CONTRACTUAL 
A00 SUPPLIES 
500 ECUIPMENT 
600 LAND 4 STRUCTURES 
700 GRANTS, CLAIMS 
800 MISCELLANEOUS

0 0 0 0 0 00 0 0 0 0 00 0 0 0 0 00 0 0 0 0 00 0 0 0 0 00 0 0 0 0 0
0 (1,712.A) (1,712.A) (1,712.A) (1.712.A) (1.712.A)0 0 0 0 0 0

TOTAL OPERATING 0 (1,712.A) (1,712.A) (1.712.A) (1,712.A) (1,712.A)

CAPITAL

I REVENUE 0 (399.0) (399.0) (399.0) (399.0) (399.0)

FUNDING: (Thousands of Doll ars)
GENERAL FUND 0 (1,313.A) (1,313.A) (1,313.A) (1.313.A) (1.313.A)
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 (1,313.A) (1,313.A) (1,313.A) (1,313.A) (1.313.A)

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

A NALYSIS: (Attach a separate page if necessary)

Q 1 /1  /  j ,   ̂ pV
Prepared By: Joyce M6nson, D ire c to r _  Phone: a65-aaoo_______________
Division: P io ne e rs 1 B ene fits___________ ^ ___________________  Date: March 21 . 1985_________

Approved by Commissioner: Lisa Rudd //J fl Date:

Agency: Department of A d m i n i s t r a t i o n / / ^

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget

Impacted Agency(ies) , Rev. 7/1/84
v  J  1/7D1/0321-08



Page 2 o f  2

CSSB 128 (HESS)

Fiscal Note Analysis 

Prepared by the Division of Pioneers' Benefits 

Department of Administration 

March 21, 1985

This bill would make persons who reside in nursing homes and government 

operated mental health facilities ineligible for the Longevity Bonus. This 

would have the effect of holding harmless those who would lose governmental 

benefits such as SSI, Adult Public Assistance and Medicare by receipt of the 

Longevity Bonus in other than Pioneers' Homes.

ASSUMPTIONS

1. The number of persons who would be affected in mental health facilities, 

Pioneers' Homes and nursing homes was approximately 608 as of February 

1985. For the purpose of this fiscal note, it is assumed this number 

would remain unchanged. (608 x 12 x $250 = $1,824,000 saving)

2. There are approximately 133 nursing care residents of the Pioneers' Homes 

who need the Longevity Bonus in order to pay their monthly charges for 

care. Loss of the Longevity Bonus to these people would result in loss 

of revenue as program receipts for the Pioneers' Homes. (133 x 12 x 

$250 = $399,000 est. loss of program receipts)

3. Of the approximately 133 residents in Pioneers' Homes who would be 

affected, approximately 93 would have incomes reduced to the point they 

would become eligible for the monthly stipend payable under AS 47.25.020

(b) and (c). (93 x 12 x $100 = $111,600)

No consideration has been given to persons who may occupy the Juneau Pioneers'

Home beginning in FY 88 because information is not available at this time

about their incomes or needs.

1 / 7D 1 / 0 3 2 1 - 0 8 / 3



C S S B  1 2 8  ( F I N )  E L I G I B I L I T Y  F O R  L O N G E V I T Y  B O N U S  P A Y M E N T S  A N D

E X T 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  F O R  1 Y E A R .

I N  1 9 8 4  A  F E D E R A L  L A W  W A S  P A S S E D  R E Q U I R I N G  T H A T  R E C I P I E N T S  O F  

T H E  L O N G E V I T Y  B O N U S  ( W H O  H A V E  N O T  B E E N  A L A S K A  R E S I D E N T S  F O R  2 5  

Y E A R S )  C O U N T  T H E  B O N U S  A S  I N C O M E ,  W H I C H  R E N D E R S  M A N Y  O F  T H E M  

I N E L I G I B L E  F O R  M E D I C A I D  B E C A U S E  I T  P U S H E S  T H E M  O V E R  T H E  

Q U A L I F Y I N G  T H R E S H H O L D .  S B  1 2 8  " H O L D S  H A R M L E S S "  T H E S E  P E O P L E  

B Y  S A Y I N G  T H A T  I F  T H E Y ' R E  D E N I E D  M E D I C A I D  ( W H I C H  I S  A  S H A R E D  

S T A T E  A N D  F E D E R A L  P R O G R A M )  T H E I R  M E D I C A L  C O S T S  W I L L  B E  C O V E R E D  

T H R O U G H  T H E  G E N E R A L  R E L I E F  A S S I S T A N C E  P R O G R A M  ( W H I C H  I S  A L L  S T A T E  

F U N D S ) .  F I S C A L  I M P A C T  IS  T H A T  T H E  S T A T E  P A Y S  1 0 0 %  O F  T H E  .COST 

O F  T H E I R  M E D I C A L  C A R E  R A T H E R  T H A N  5 0 % .

T O  A D D R E S S  N U R S I N G  H O M E  R E S I D E N T S ,  W H O S E  M E D I C A L  C O S T S  A R E  F A R  

G R E A T E R  T H A N  T H E  M O N T H L Y  B O N U S ,  S B  1 2 8  D I S Q U A L I F I E S  T H E M  F R O M  

R E C E I V I N G  T H E  L O N G E V I T Y  B O N U S .  T H I S  W A Y  T H E Y  R E M A I N  E L I G I B L E  F O R  

M E D I C A I D  A N D  T H E I R  M E D I C A L  C O S T S  A R E  S H A R E D  B E T W E E N  T H E  S T A T E  A N D  

T H E  F E D E R \ L  G O V E R N M E N T .

T H E  S E N A T 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  A D D S  A  N E W  S E C T I O N  3 

W H I C H  E X T E N D S  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  ( $ 2 5 0 / M O N T H  

F O R  E V E R Y  R E S I D E N T  O V E R  T H E  A G E  O F  6 5 )  F O R  A N  A D D I T I O N A L  Y E A R  —  

W H I C H  S U G G E S T S  W E  W O N ' T  S E E  A  " S O L U T I O N "  T H I S  Y E A R !

til



O f f e r e d :  5 / 7 / 8 5
R e f e r r e d :  R u l e s

O r i g i n a l  s p o n s o r s :  H a l f o r d ,  Rodey,
K e r t t u l a ,  et al

IN T H E  S E N A T E B Y  T H E  F I N A N C E  C O M M I T T E E

M A 6 &  ^  
’Hwiy'ce CS,

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  OF  A L A S K A  

F O U 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  an  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to e l i g i b i l i t y  for l o n g e v i t y  b o n u s

p a y m e n t s  a n d  t he u s e  of  l o n g e v i t y  b o n u s  p a y m e n t s  in 

d e t e r m i n i n g  p r o g r a m  e l i g i b i l i t y , ^

 \rn m m m .*
a n  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  OF  T H E  S T A T E  OF A L A S K A :

* S e c t i o n  1. A S  4 7 . 4 5 . 0 7 0  is a m e n d e d  to read:

Sec. 4 7 . 4 5 . 0 7 0 .  U N Q U A L I F I E D  P E R S O N S .  A n  u n q u a l i f i e d  p e r s o n  is 

one w h o

(1) d o e s  no t  m e e t  t h e  age o r  r e s i d e n c e  r e q u i r e m e n t s  as

p r o v i d e d  f or u n d e r  t his chapt e r ;

(2) m e e t s  the a ge a n d  r e s i d e n c e  r e q u i r e m e n t s  of this c h a p­

ter  but e i t h e r  is c o n f i n e d  i n  a s t a t e  or  f e d e r a l  m e n t a l  h e a l t h  i n s t i­

t u t i o n  or f a c i l i t y  a n d  is c e r t i f i e d  by  t he s t a t e  as u n a b l e  to m a n a g e  

p e r s o n a l  a f f a i r s , or r e s i d e s  in a n u r s i n g  h o m e  as that t e r m  is d e f i n e d  

in A S  0 8 . 7 0 . 1 8 0 ; h o w e v e r ,  if that p e r s o n ,  at t he t i m e  of c o m m i t m e n t  or 

c o m m e n c e m e n t  of  r e s i d e n c e , p r o v i d e d  the p r i n c i p a l  s u p p o r t  of a spouse, 

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  m a y  d e t e r m i n e  to p a y  the c o n f i n e d  

p e r s o n ' s  b o n u s  to th e  p e r s o n ' s  s p o u s e  u n t i l  the s p o u s e  is q u a l i f i e d  

for a bonu s ;

(3) is o t h e r w i s e  q u a l i f i e d  b ut c o n f i n e d  in  a p e n a l  or 

c o r r e c t i o n a l  i n s t i t u t i o n  or  f a c i l i t y ;  u p o n  c o m p l e t i o n  of s e n t e n c e  or 

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

m a k e  a p p l i c a t i o n ;  c o n f i n e m e n t  o u t s i d e  th e  s t a t e  s h a l l  b e  c o n s i d e r e d  as

- 1 - CSSB 128(Fin)



R  e d ^ e d  <vi h w c e .HWS c s  c u t f J K & e d '  

n h l i c  d S S l'd z n A C je s

1

2
3

4

5

6
7

8 
9

10 

11 

12

13

14

15

16

17

18 S$

19

r e s i d e n c e  in the s t a t e  if a p e r s o n  w a s  c o n v i c t e d  a n d  s e n t e n c e d  f r o m  a 

c o urt in A l a s k a ;  r e v o c a t i o n  of p a r o l e  or p r o b a t i o n  s h all be c a u s e  for 

i m m e d i a t e  d i s q u a l i f i c a t i o n  u n t i l  r e l e a s e  froim c o n f i n e m e n t  is a g a i n

e f f e c t e d ;

(4) v o l u n t a r i l y  l e aves t he s t a t e  a nd 

the s t ate for a c o n t i n u o u s  p e r i o d  of  m u r e  t han 

*  Sec. 2. AS 4 7 . 4 5  is a m e n d e d  by  a d d i n g  a 

Sec. 4 7 . 4 5 . 1 2 2 .  E L I G I B I L I T Y  FO

r e m a i n s  a b s e n t  f r o m  

180 days, 

c t i o n  to read:

A n  i n d i v i d u a l  for

w h o m  m e d i c a i d  (42 U . S . C .  1396 - 1396p) is d e n i e d  or  r e d u c e d  s o l e l y  

b e c a u s e  of the r e c e i p t  of  a b o n u s  by the i n d i v i d u a l  or by a m e m b e r  of 

the i n d i v i d u a l ' s  h o u s e h o l d  is e l i g i b l e  f o r  a s s i s t a n c e  u n d e r  the g e n e r­

al r e l i e f  a s s i s t a n c e  p r o g r a m  u n d e r  A S  4 7 . 2 5 . 1 2 0  - 4 7 . 2 5 . 3 0 0 .  N o t w i t h­

s t a n d i n g  the limit in A S  4 7 . 2 5 . 1 3 0 ,  the i n d i v i d u a l  is e n t i t l e d  to 

r e c e i v e  the s ame a m o u n t  as the i n d i v i d u a l  w o u l d  h a v e  r e c e i v e d  t h r o u g h  

m e d i c a i d  ha d  t h e r e  b e e n  no l o n g e v i t y  b o n u s  p r o gram.

Sec. 3. S e c t i o n  11, ch. 38, S L A  198 4  is a m e n d e d  to read:

Sec.

* Sec. 4. T his A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  01.-

20 10.070(c).

/ W e d  fw  ,

Z x k M s  k

p n y ^ ' T c u / v V

one Meax.
CSSB 128(Fin) - 2 -
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STATE OF A L A S K A  1985 L E G I S L A T I V E  SESSION

■ f i s c a l  n o t e _ ______________ _

R e v i s i o n  Date: 3/5/85

FISCAL DETAIL

A g e n c y  Affected: Health & Social Service 

P r o q r a m  C a t e g o r y  Affected:5oc. ana tcon.

  r _,,___________ a s sistance for general population

S D o n s o r : H a i t o r a ,  Kooey, Kerttuia, KayBRU, P r o g r a m  o r  S u b p r o g r a m ( s )  Affected:

R e q u e s t o r !  Old Age A s s i s t a n c e ____________________________

D a t e  of R e q u e s t :  "275/85 ____________________________________________________

R E Q U E S T

ETTT/Ttesolution No. S B  No. 128 

T i t l e : A n  Act relating to the use 

of L ongevity Bonus payments

O P E R A T I N G

FY 8d FY bo f-Y 8/ FY 88 FY 89 FY 90

100 PERSONAL 5LRVICES 
200 TRAVEL 
300 CONTRACTUAL 
HOO SUPPLIES 
500 EQUIPMENT 
600 LAND t  STRUCTURES 
700 GRANTS, CLAIMS 
900 MISCELLANEOUS

pifin.n 2576.1 2R10.4 3005 . 3
i

T O T A L  O P E R A T I N G ?i6n n i?36i ?  • *7^76. i -2 M L L . 3005.3

'CAPTTSr
RE V E N U E

’ ART-TIME
rEHPORARY

AN A L Y S I S :  A t t a c h  a separ a t e  pa g e  if necessary

jt.ftc.rvnL rufuj 2 1 6 0 . 0_ 2 3 6 1 .2  : 2 5 7 6 .1 2 8 1 0 .4 3 0 0 5 .3
•EDERAL FUNDS

_ _ _ _ _  1
DTHER l
TOTAL !

0 0 1 0 6

o

0 o o 0 0
0 0 1 0 O' '1 0

See analysis attached.

P r e p a r e d  B y : John R. T a b e r  465-3347

D i v i s i o n :  Public A s s i s t a n c e ^  _________

A p p r o v e d  by Commissioner,: 

A g e n c y :  j.

D i s t r i b u t i o n  (by A gency p r e p a r i n g  fiscal note): 

L e g i s l a t i v e  Finance 

L e g i s l a t i v e  S p o nsor 

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  and B u d g e t

 I m n a c t g d -A n p n r v f i p s l  . •

"Date: marcn *>, iyab

Date:\ •

r

7 / 1 / 8 4



Fiscal Note for HB 128 

Page 2

1 Costs reflect replacing lost Supplemental Security Income federal payments 

with increased Old Age Assistance:

FY Cost

FY86: 750 persons/month = 1,400.0

FY87: 794 persons/month = 1,530.5

FY88: 838 persons/month = 1,669.8

FY89: 884 persons/month = 1,821.6

FY90: 933 persons/month = 1,987.4

2. Old Age A s s i stance formula need for the Adult Public A s s i stance component for 

FY86 to fund the 760.0 or the estimated FY86 cost of preventing bonus-deleted 

Old Age Assistance grant reductions:

FY Cost

FY86: 750 persons/month = 760.0

FY87: 794 persons/month = 830.7

FY88: 838 persons/month = 906.3

FY89: 834 persons/rnonth = 988.8

FY90: 933 persons/month = 1,017.9



REQUEST
Bi V V /' Re s o lu t io n  No.: S8 128 
Ti t l e : "An Act r e la t in g  to  use or ~ 
Longev ity  Bonus in  de te rm in ing  APA 

Sponsor:H a l fo rd ,  Rodney, K e r t tu la  
Requestor^

STATE OF ALASKA 1985 LEGISLATIVE SESSION 
  FISCAL NOTE______________

Revis ion Date:

Date o f  Request:_

FISCAL DETAIL
Agency A f fe c te d : Hea lth & Soc ia l Serv ices 
Program Category A f f e c t e d : boc. & tcon .
  Ass is tance f o r  General Pop.________
BRU, Program o r  Subprogram!s) A f fe c te d :  
 Uecical Ass is tance________ _______

OPERATING
FY 8b FY 8b r n r FY 88 FY 89 FY 90

100 PERSONAL SLnVlttS  

200 TRAVEL 

300 CONTRACTUAL 

WO SUPPLIES 

500 EOUIPHENT 

500 LAND A STRUCTURES 

700 CRANTS, CLAIMS 

300 MISCELLANEOUS
(2,183.2) (2,48u .2) (2,842.8) (3,237.4) (3,702.6)

TOTAL OPERATING (2,183.2) (2, 4 8 U . 2 ) (2,842.8) (3,237.4) (3,702.6)

CAPITAL

C
J

T934.9) ; ( l,0b2.3)i ( 1 ,2 1/ .1)| (","38b.U)j (1 ,564 .9){REVENUE
FUNDING: (Thousands o f  D o l la rs )
j LN t KA L “TGTilj
-EDERAL FUNDS

3THER

TOTAL

1, .284.3)1 (1,417.9) 91,625.7) (1,851.4) (4,117.7)
(934.9) (1,062.3) (17217.1) U > 8 8 b . U ) ( 1 ,5 8 4 .9 )

(2,183.2) (2,842.8) (3,237.4) (3,702.6)

r t E W W  --------------------- 1o1

- Q - "  - f i l "  - r ,y r m - 0 -
PART-TIME - 0 - - 6 - - o - - u - - o -
[TEMPORARY - 0 - - 0 - r 0- - 0 - - 0 -

ANALYSIS: A ttach  a separa te page i f  necessary
SB 128 e l im in a te s  Medicaid coverage f o r  OAA r e c ip ie n ts  who Lecause o f  r e c e ip t  
o f  ALB/Annuity become i n e l i g i b l e  f o r  Medica id. The attached ta b le  p ro je c ts  
the reduc t io n s  in  the number o f  r e c ip ie n ts  ( l in e  f  and h) an&VFFF)(line g and 1) . 
Table I ~,hows the S ta te  General Fund and FFP redu c t io n s . , r  . ' /I

y‘Q-<

Prepared By:
D iv i s io n :  Medical Ass is tance

Rod B e t i t .  D ire c to r

Approved by Commissioner:
Agency:___ ‘U te/g & L l l
D i s t r i b u t i o n  (by Agency p reparing  f i s c a l  note): 

L e g is la t i v e  Finance 
L e g is la t i v e  Sponsor 
Requestor
O f f ic e  o f  Management and Budget 
Impacted Agency(ics) 7/1/84



This ta b le  shows the S ta te  general fund na tch and fede ra l f i n a n c ia l
p a r t i c ip a t io n / in  the  Medicaid program f o r  those expend itu res  l i k e l y  to  be 
a f fe c te d  by changes in  the c u r re n t  ALB s ta t u t e .  By s imp ly  e l im in a t in g  
Medica id coverage both s ta te  and fe d e ra l expend itu res  would be reduced.
Any change which e s ta b l is h ed  an ALB ho ld  harmless p ro v is io n  would r e s u l t  in  
the lo ss  o f  FFP. ALB ho ld  harmless program would be funded by t r a n s f e r r i n g  
the genera l fund match 1n the Medica id program to  the ALB ho ld harmless and 
adding t o  i t  new S ta te  general fund in  an amount equal t o  the  l o s t  FFP. 
Because the re  are a number o f  l e g i s l a t i v e  p roposa ls  seeking to  amend the  
c u r re n t  ALB s ta t u te ,  the f o l lo w in g  two ta b le s  were developed to  use in  
ana ly z ing  the impact o f  these p roposa ls .  The comment s e c t io n  on the f i s c a l  
note o f  each b i l l  s ta te s  whether Medica id i s  being e l im in a te d  o r  ho ld 
harm less.
L ine  G. D is t r i b u t io n :  Expenditures f o r  non-nurs ing home c l i e n t s  who may 
lose  Medicaid e l i g i b i l i t y .

L ine  I d i s t r i b u t i o n :  Expenditures f o r  nu rs ing  home c l ie n t s  who may lose
Medicaid e l i g i b i l i t y .

FY86 FY87 FY88 FY89
FED
GF
TOTAL

4137M7
466,678

4717339 
531,814 

1 ,'0(T3',T23
5377173 6117235
605,748 689,321

1,142,921 1,300,606

FED
GF
TOTAL

521,070 590,716 679,971 774,727 837,715
781,605 886,074 1,019,956 1,162,090 1,331,572

173527575 1,476,790 1,699,927 1,936,817 2,219,287



The a ttached ta b le  was prepared to  p r o je c t  the  o f f s e t  o f  va r io u s  ALB 
l e g i s l a t i v e  proposa ls on the Medica id program. The ta b le  re p re sen ts :  a) 
t'ne nu rs ing  home d a i l y  r a te ;  b) the  nu rs ing  home cos t f o r  365 days o f  
s e rv ic e s ;  c) the average c o s t  pe r non nu rs ing  home r e c ip i e n t ;  d) the 
r e c ip ie n t  share o f  nu rs ing  home co s ts ;  e) the number o f  month ly  OAA e l i g i ­
b le s ;  f )  the  number o f  i n e l i g i b l e  non nu rs ing  home OAA due to  r e c e ip t  o f  
ALB; g) the  FFP f o r  non nu rs ing  home OAA i n e l i g i b l e s ;  h) th enum be r o f  
i n e l i g i b l e  OAA nu rs ing  home c l i e n t s  and; i )  the FFP f o r  i n e l i g i b l e  nu rs in g  
home c l i e n t s .



f p c l t t

T h e  E m e r g e n c y  R e g u l a t i o n s  w e r e  a d o p t e d  t o  p r e v e n t  r e c i p i e n t s  o f  t h e  
L o n g e v i t y  B o n u s  f r o m  b e i n g  d i s q u a l i f i e d  f r o m  t h e  M e d i c a i d  p r o g r a m .

M e d i c a i d  c o v e r a g e  d e p e n d s  o n  w h a t  l e v e l  o f  S o c i a l  S e c u r i t y  I n c o m e  
(SSI) r e c e i v e d  p e r  m o n t h .  N e e d  f o r  m o r e  t h a n  t h e  m i n i m u m  S S I  
s u p p l e m e n t  is r e q u i r e d  in o r d e r  t o  b e  e l i g i b l e  f o r  M e d i c a i d .

In m a n y  c a s e s  t h i s  y e a r  t h e  L o n g e v i t y  B o n u s  p a y m e n t s  r a i s e d  t h e  
r e c i p i e n t ' s  m o n t h l y  i n c o m e  t o  a l e v e l  w h e r e  t h e y  w e r e  r e c e i v i n g  ^tje 
m i n i m u m  SSI, a n d  t h e r e f o r e  b e c o m i n g  i n e l i g i b l e  f o r  M e d i c a i d .  T h i s  
is a n  e x t r e m e l y  s i m p l i f i e d  e x p l a n a t i o n  o f  t h e  c a s e .

A l a s k a  L e g a l  S e r v i c e s ,  In c .  o f  F a i r b a n k s  t h r e a t e n e d  t o  s u e  t h e  

S t a t e ,  D H S S ,  if t h e y  d i d  r>ot i m m e d i a t e l y  c d o p t  e m e r g e n c y  r e g u l a t i o n s  
d i s c o u n t i n g  L o n g e v i t y  B o n u s  a s  a p a r t  o f  b a s e  m o n t h l y  i n c o m e  in 
a p p l y i n g  t h e  S S I  f o r m u l a .

R e p  K o p o n e n  is c o n s i d e r i n g  i n t r o d u c i n g  l e g i s l a t i o n  t h a t  c o u l d  
r e c t i f y  t h i s  d i l e m m a  m u c h  in t h e  s a m e  w a y  t h a t  t h e  P e r m a n e n t  F u n d  
l e g i s l a t i o n  did.

E M E R G E N C Y  R E G U L A T I O N S
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NOTICE OF ADOPTION OF EMERGENCY REGULATIONS

As requ ired  by AS 44.6?.'.250, no t ice  is  g iven t h a t ,  under a u th o n 'ty  
vested by AS 47.05.010, the Department o f  Health & Socia l Serv ices 
amended on t h i s  da te , as an emergency re g u la t io n ,  7 AAC 40.320, r e la t in g  
to  income exc lus ions  in  de te rm in ing e l i g i b i l i t y  f o r  b e n e f i ts  in  the 
Adu lt  Pub lic  Ass is tance program and 7 aAc 43.020, r e la t in g  to  
e l i g i b i l i t y  f o r  Medica id. 7 AAC 40.320(a)(16) is  amended so Adu lt  
Pub lic  Ass is tance payments w i l l  no t be changed when changes occur in  SSI 
e l i g i b i l i t y  o r  payment amounts as a r e s u l t  o f  the re c e ip t  o f  countab le 
Longev ity  Bonus Payments.
7 AAC 43.020(a) is  amended to  add t h a t ,  to  be e l i g i b l e  f o r  Medica id , a 
person may no t have a gross income in  excess o f  300 percent o f  the 
c u r re n t  Supplemental Secu r i ty  Income payment standard.
7 AAC 43.020(a)(2) is  amended to  c l a r i f y  th a t  when determ in ing 
e l i g i b i l i t y  f o r  Medica id, no income is  excluded in  the de te rm ina t ion  o f 
the 300 percent income l im i t .
This a c t io n  is  no t expected to  requ ire  an increased a pp rop r ia t io n .
Copies o f t h is  re g u la t io n  may be obta ined by w r i t in g  to  Gordon Landes, 
D iv is io n  o f  Pub lic  Ass is tance , Pouch H-07, Juneau, Alaska 99811.
Notice is  a lso  g iven th a t  the Department o f  Health & Social Serv ices 
in tends to  make t h i s  amendment o r o the r amendments dea ling  w ith  the 
trea tment o f  the Alaska Longevity Bonus in  de te rm in ing e l i g i b i l i t y  f o r  
Adu lt  Pub lic  Ass is tance and f o r  Medicaid permanent under AS 44.62.260 
and any person in te re s te d  may present w r i t te n  statements o r arguments 
pursuant to  the a c t io n  proposed a t Room 310, Alaska O f f ic e  B u i ld in g ,  350 
Main S t re e t ,  Juneau, A laska, or may mail such statements o r arguments to  
the above address to  be rece ived no la t e r  than 4:30p.m. on February 11, 
1985.

Date:

A - 1

i.

I , Connie J. Ŝ f5e," Dep/ty Commissioner 
Department o f Health & Social Serv ices



EMERGENCY REGULATIONS

R eg is te r  , 1985 HEALTH & SOCIAL SERVICES 7 AAC 40.320
7 AAC 40.320 (a)(16) i s  amended as fo l lo w s :
(16) payments made under AS 47.45; the  d iv i s io n  w i l l  not inc rease  o r 

decrease the amount o f  any payment made under t h i s  chap te r to  r e f l e c t  
changes in  SSi e l i g i b i l i t y  o r payment amounts caused by re c e ip t  o f  
coun tab le  lo n g e v i t y  bonus payments; ( E f f .  5/12/82, Reg.82; am 9/30/83,

Reg.87, am / / , R eg is te r  )
A u th o r i t y :  AS 47.05.010

AS 47.25.430 
AS 47.25.435 
AS 47.25.640 
AS 47.25.810

EMERGENCY REGULATIONS 
R e g is te r ,  HEALTh AND SOCIAL SERVICES 7 AAC 43.020

7 AAC 43.020 (a) is  amended to  read:
(a) To be e l i g i b l e  f o r  med ica id  coverage, a person must be e l i g i b l e  to
rece ive  a cash ass is tance  payment under e i th e r  the AFDC or APA
programs w i th  a gross income th a t  does not exceed 300 percent o f  the 
c u r re n t  SSI payment s tandard . A person need no t re ce ive  a cash 
ass is tance  payment, but he o r  she must be e l i g i b l e  to  rece ive  one. 
Exceptions to  t h i s  general p r in c ip le  e x is t  as fo l lo w s :  (E f f  8/18/79,
Reg. 71; am / / , Reg is te r  )

A u th o r i t y :  AS 47.05.010 
AS 47.07.050

7 AAC 43.020(a)(2) is  amended to  read:
(2) For persons in  hea lth  care f a c i l i t i e s  on an in p a t ie n t  basis whose 
income does not exceed 300 percent o f the cu rren t SSI payment 
s tandard ; f o r  purposes o f  de te rm in ing  the 300 percent l i m i t ,  no income 
is  excluded; (E f f  8/18/79, Reg. 71; am / / , Reg is te r )

A u th o r i t y :  AS 47.05.010
AS 47.07.050




