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TOTAL COSTS
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16012
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1987
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1988
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1989

14540
16205
1794 1
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$59.
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1989

$941
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$428
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FY 1986-2034

1990

1.3809
15421
17109
18949
20913
2091.3

$41.
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$51.
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1990
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1991
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1993

L1641
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14631
16308
18111
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$43.
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$54.
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1994

10927
12336
13815
15437
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$37.
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1995

10216
11576
13005
14573
16261
17940

$30.
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1996
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$41.
$46.
$50.
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1997
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$26.
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1998

8133
9333
10607
12014
13535
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1999

7465
8608
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2000

6814
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2004
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2006

3458
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4941
5838
6845
7850
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$14.
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$23.
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2007

3016
3655
4368
5194
6127
7043

$9.0
$11.0
$13.1
$15.6
$18. 4
$21.1
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3187
3834
4590
5450
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$11.
$13.
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2009
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2758
3342
4028
4814
5640

$6.
$8.
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$14.
$16.

© AP O W

2010

1914
2370
2892
3510
4224
4950

$5.
$7.
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2011
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3680
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2013
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2014

916
1183
1497
1811
2370
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$5.
$7.
$8.

= = OO N

2015

736
966
1238
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$5.
$7.

O 0o N ON

2016

583
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644
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MEMORANDUM

October 17,1984
T0: House Minority Caucusmembers

FROM: Rep. Ronald L. Larson
by Gene Annas, 1.A.

RE: Report on State Special Committee on Alaska Longevity Bonus Program

Enclosed is a summary of the meetings which were held by the Special
Gommittee on the longevity Bonus Program.

These meetings were held on August 1st, Sept. 6th, and October 12th, 1984,
in the Conference roan at the Legislative Information Office, 1024 W. 6th Ave.,
Anchorage, AK 99501



August 1, 1984

The meeting of the State Special Committee on the Alaska Longevity Bonus Program
was called to order on August 1, 1984, at 9:30 a.m., by Governor Jay Hamrond,
Chairman.

Oonndttee members present were: Jay Hairmond, Chairman
Senator Bill Ray, Vice Chair

Senator Jay Karttula

Rep. Al Adams

Marsha Hubbard

Lisa Rudd

Olga Steger

Robert Kallenberg

Gene Annas, Aide/ Rep. Ron Larson

Agenda and speakers in order of appearance follows:
1. History of the Longevity 3onus Program

Marian Schaeffer, Administrator of Longevity program gave a brief history
of the program. She stated that in 1972 there were 4,200 recipients over
65 with 25 years residency who received $100/month.

The recipients have grown to 10,000 as of May 1, 1984. The increase amount
paid is $250/month has cost an additional $10,000,000 annually. The program
is now restricted to age 65 and one year residence. The recipient must apply
monthly for benefit. A new bill passed May 1, 1984 and will end in June, 1985.

Projected recipients as of Aug. 1, 1984 is 13,099. The new bill calls
for retroactive payments up to Sept., 1984.

Former Senate ™ Clem Tillion commented that the Longevity Bonus was set up
to motivate senior citizens to stay in Alaska, and was to cover essentially
the cost of living.

2. Legal Problems with the program

Mr. Bob Maynard

The approach used to cut down the first Longevity program was based on
"Equal protection.” The previous longevity program was in the black area
legally, and the one now is in tne white area, and preferrably the one to be
adopted should be in the gray area.

Mr. Maynard feels that focus should be made on the reason for the progranm,
which must be legitimate. Criteria of the program must be related to reason.

The problem of residence as a criteria is that once a resident is determined
they must be treated equally.

Possible approaches:

1. Criteria of hardship to those who have lived in state longer was not
struck down by the Supreme Court.

2. Find reasons for past contributions by Senior Citizens, i.e.,"the
precedent has been set by the Federal Government to award a. special group
like WWIl Veterans for their contributions.

-1-



Problems to cane up with massive screening criteria.

If the court feels the new Longevity Program is trying to get around the
first opinion, there will be very close scrutiny made of the new program.

Staying away from residency, the new program will be less vulnerable. Use
residency as criteria, and not as ultimate purpose.

Sen. Bill Ray carmented, "The programs, Permanent Fund Dividend, and Longevity
Bonus programs were challenged out of order and probably the two would have
stood the test had they been challenged in reverse order,"- i.e., The Longevity
Bonus were tested first, (Vest vs State of Alaska)

Jon Tillinghast, L.L.B., suggested an option to the Longevity Bonus progranm,
and that is a straight annuity where 1/3 of the Permanent Fund is put in to
sustain the program. This would get the general fund out of the annuity program,
but does lead to many legal ramifications which need solving.

Sen. Bill Ray carmenterl, "Any annuity program must be mandatory, and not
optional."

Rep. Al Mams feels the money to support an annuity program should come from
the general fund,and nco the Permanent Fund. He pointed out that any employee
in Alaska has the option of getting into an individual or group annuity program
now. He also feels this proposal of Jon Tillinghast would build another bureaucracy.

Sen. Rick Halford, reported on Sen. Bill 465 on a collective annuity, which
he said would meet a need rather than a collective program. He felt a new
program should be prioritized that gives cash for this leaves the individual
independent of IzZe program.

3. Population Projections

Gregg Erickson, Economist, Office of Management and Budget gave a report
titled, "Alaska®"s Changing Population; Factors Affecting the Future of the
Longevity Bonus Program."

Report surtmary:

Since the first Alaska census in 1880, Alaska®s elderly population has

been disproportionately smaller than the national average. This remains so
today, with three percent of Alaska residents in the over-65 category,
compared with more than 11 percent of the United States population. The
direct cause has been the historic tendency of the elderly to leave Alaska.

Studies by the Division of Strategic Planning, Office of Management and
Budget (OMB) indicate that this longstanding pattern of elderly net out—
migration has ended: OMB"s demographic modeling studies, together with
analysis of recent census data, Permanent Fund Dividend statistics, and the
initial applicant response to the newly expanded Alaska Longevity Bonu

(ALB) suggest that the nrl out-migration of elderly Alaskans has ceased.
This nay be due to declining out-migration or to compensating in-migration.

When the original longevity Bonus law was adopted in 1972, the drafters
expressed hope that the legislation would enable "pioneers to remain in and
continue to serve their state...”". |If OMB findings are confirmed by further
analysis, 1t may mean that the hopes expressed 14 years ago have- at least
for the present- finally been fulfilled.
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Other finding of the OMB analysis include:

o

o

The net out-migration of elderly from Alaska declined during the early

1970s from its level in the 1960s, but increased again during the post—
pipeline recession of the late 1970s. This suggests that factors which have
cane into play most strongly during the 1980s may have been as important as
the Bonus program in arresting the trend <® net out-migration. These
factors may include improved economic con. j.cions, better medical care,
expansion of other government programs for the elderly, and the generally
milder winters of the 1980s.

Analysis of nistoricla data on the populations receiving the Bonus from
1973 tol983 suggests that six to seven percent of the individuals eligible
for the program did not initially apply for the benefit. OMB estimates
that an additional two percent of the eligible population never apply for
the monthyly checks.

OMB forecasts that the over-65 population of Alaska in July of 1985 will
stand at 16,100, of whom 15,000 will be qualified Bonus recipients.

Revenue Projections:

Gordon Harris, Economist, OMB, prefaced his remarks appropriately by
saying, "Revenue projection is a Black Art."”

At present there is approximately $3.5 bilion annual revenue which will
remain fairly constant to the end of the century from 1984.

The operating budget is around $2 billion and with a modest 6% annual growth
increase there would be a disaster time in the mid 1990s for the operating
expenses would far outstrip the projected revenues.

Mr. Harris mentioned that the initiation of a State Income Tax would add
approximately $300,000,000 annually.

Legislation Review:

Rebecca Burch, Staff Assistant to Commissioner Lisa Rudd gave a review of
pertinent legislation.

Summary:

1. Hie initial proposal for all residents 65 years old, and 1 year residents,
is too costly.

2. Phase out program of over 65 year old/ 1 year residence.

3. Phase out program for 65 year old/ 1 year residence, but establish more
old age benefits.

4. A stair step program: over 65 in 1985, over 66 in 1986, over 67 in
1987, and so on. This program wouldn®t give much benefit as the death
rate would overtake the recipients.

Paula Scavera, Staff member, Senator Bill Ray"s office presented further
legislative considerations.

1. Health insurance for elderly.
2. Point system was suggested, however this seem impractical.
3. Grandfathering opening one year and close off, then this would certainly
be challenged for it includes only a certain group.
4. Nursing home care vs Longevity Bonus."
-3-



Gov. Jay Hammond summed up with what he called a "Laundry List™ of problems
and considerations against which proposals to resolve the Longevity Bonus issue
should be measured:

1.

~N O O WN

© oo
' .

11.
12.
13.
14.
15.
17.
18.

19.
20.

21

22.

23.

IBS taxation questions

Supplemental Security Income (SSI) questions

Inpact of federal/state assistance programs

Limitation of payment (bonus or annuity) to residents, only

In any annuity, should there be a limit on number of shares accumulated?
If not, should there be a limit on the size of the annuity?

Can a phase out of the bonus be accomplished without affecting those
who would have received the longevity bonus under the original program?
How well is the original legislative intent accomplished?

Should need be a requirement?

Could need be a requirement for only those who would not have received
the original program?

Comparative difficulty of administration

Legality

Comparative costs

Unfunded liability question

Impact on permanent fund

Impact on general fund

What is the "magenet effect”™ (attracting influx of older persons who
otherwise would not ccme to Alaska)

Should health insurance be an annuity option

What 1is themost acceptable annuity approach?

What is themost acceptable needs based approach?

What 1is themost acceptable means of phasing out the program
(stairstepping, etc.)?

Relationship, if any, to the pioneer home issue

senator Rick Halford made a final corrment that any program to oe considered
should have a cash benefit to the senior citizen as this would make the

benefit independent to the individual.

Marsha Hubbard, Ooirrnittee member made some conments about an optional program
entailing a negative income tax approach. She pointed out that ALB program
is set up for senior citizens now, but does not allow for up coming generations.

Meeting adjourned, 4:15 p.m, August 1, 1984



September 6, 1984

The meeting of the State Special Comnittee on the Alaska Longevity Bonus Program
was called to order on September 6, 1984, at 9:30 a.m., by Governor Jay Hammond,
Chairman.

Committee members present were: Jay Hammond, Chair
Senator Bill Ray, Vice Chair
Senator Jay Kerttula
Rep. Al Adams
Rep. Ron Larson
Marsha Hubbard
Olga Stager
Robert Kallenberg

The meeting opened with the introduction of Committee Member Ron Larson and
Susan Blumenshine, Secretary for the Special Committee for the Alaska longevity
Bonus Program.

Thomas Terry, attorney with Morrison & Foerester, San Francisco, CA, was introduced
to the Committee. He represents the firm in regards to IRS issues, a major concern
to the Committee. Governor Hammond stated that Morrison & Foerster was selected
after the Committee®s discussion at the last meeting at which time they had

asked John Katz, Special Counsel to the Governor in the State®s office in
Washington, D.C., to list those law firms that could provide the tax counsel

to the Committee. Morrison & Foerster was ranked as one of the top two on

the list.

At this time, the thrust of the Committee appears to be that an annuity should
be first focused upon.

Otto Lowe of Kidder-Peabody, and Daniel Carpenter of Benefit Concepts presented
suggestions and concepts they thought might be pertinent to the program. Kidder-
Peabody is a major U.S. based international investment bank that performs a
number of financial services and investment services. Benefit Concepts is a

New York based, large advisory firm to major corporations which Kidder-Peabody
deals with in regard to pension plans. Mr. Carpenter outlined their joint
proposal for a three point program to help fund the Longevity Bonus Program

in the future.

Mr. Carpenter stated that they were not giving the presentation as a finalized
plan for the program, but to apply for a job to develop such a program. The
basic program they discussed was:

1. Formation of a consortium of insurance companies thatwould allow funds
invested by the State to fund the Longevity Bonus to earn high interest rates

for a long period of time. A group of insurance companies, chosen for their
financial stability and their ability to back up premises they make, will allow
the State of Alaska to get a higher rate of return than government securities

or bank CD"s and yet have the same sort of financial security of principal.

Alaska has to determine what 1is necessary rate of return for funding this program.

2. Part Il of the program ties directly to the annuity concepts which have
been expressed to this Committee before. The idea of voluntarily having each
Alaskan decide, on his own, if he wants to defer part of his Permanent Fund

-5-



dividend check toward a retirement annuity that is tied into the Longevity Bonus.

3. Part 111 is probably the most complicated and visionary. It requires that
people have an understanding of where we are going 15,20 or 30 years into the
future. Kidder-Peabody could design a special type of investment insurance policy
where the State is the owner and beneficiary of the investment policy or citizens
receiving the Longevity Bonus. At the time of death, a petson®s policy earnings
would revert to the State. The Committee concluded that die Kidder-Peabody
proposal warranted further exploration.

Governor Harmond introduced Mr. Jon Wolfe of the Older Alaskans Commission,

and Rhonda Montgomery and Kyle Kercher of the Pacific Northwest Long-Term Care
Center. They are going to be involved in an extensive survey of Longevity Bonus
recipients, which is being aided by the Pacific Northwest Long-Term Care Center
and offered to share the results of that infr .nation with the Oonmittee. The
survey would look at older Alaskans and their conditions and needs are.

The survey is the first of a major piece of research in which data will be
plugged into a tracking system, where the OAC and Pacific Northwest Center can
look at the services that older Alaskans have and use. Initial data from the
survey should be available sometime in December, 1984.

Paula Scavera, Researcher for Senator Ray, presented a draft bill for Senator
Ray. The bill proposes a semi-true annuity option, which functions much like a
commercial annuity. Each year an amount of a persons Permanent Fund dividend, by
choice, would be credited to his annuity account and the money itself would
remain in the Permanent Fund and when the person reaches 65, he would receive

an annuity based upon the principal and earnings credited to his annuity account.
Annuity accounts would not replace the Longevity Bonus for those who are now,

or near, 65, because the annuities would not make that much money. Eventually,
the general fund would be left with a $0 amount because the annuity account
would be making the target amount. However, up until this time there would

be an unfunded liability to this program. This proposal would eventually

phase the Longevity Bonus Program out approximately in the year 2003. |If a
person moved cut of the State they would no longer qualify to receive those
annuities and when that person dies, the State would be the beneficiary of
accumulated funds. Two major points are 1) that it would be an individual
decision to put money into annuity and would be based on each personal dividend;
and 2) the general fund obligations would gradually zero out, but until this
time there would be an unfunded liability.

Governor Harmond presented the third proposal (HB 700). Fran the money that
is now distributed under the Permanent Fund Dividend Program, HB 700 would
create two pools: one a dividend pool and the other, a much smaller annuity
pool. A person could choose to receive either the dividend or an annuity

share or credit. At age a4 person®s annuity would be predicated on the value
of that share for that given ear times the number of shares held. The major
feature of this proposal is -L..k. ~ does not diminish the dividend.

Senator Kerttula moved that the Oammittee allocate $12,500 to retain Mr. Jon
Tillinghast. The motion was seconded and so ordered.



The next item on the agenda was to decide whether or not to allow Kidder-
Peabody to begin work on developing their product for the Longevity Bonus
Program. For $24,500, Kidder-Peabody agreed to have a concrete proposal put
together. Governor Harmond wanted to make it clear to Kidder-Peabody that if
the Conrnittee allocated $24,500 for phase one of their program, they may not
have the funds to go into phast two, they would only be able to recommend it to
other bodies. For that $24,500, the first phase for Kidder-Peabody would be to
develop a product that insurance companies will agree to. The second phase
would be to obtain committments from insurance companies based on ~CJimittee
specifications.

After discussion, Senator Ray trade a motion to direct the Department of
Administration to negotiate a contract to investigate alternatives for the
funding of the longevity Bonus. The motion was seconded by Marsha Hubbard and

so ordered.

Senator Ray"s second motion was to allow no more than $24,500 of funds be
allocated for this contractual arrangement. It was seconded, there were no
objections, and it was so ordered.

Governor Hammond mentioned a letter the Committee received from Governor
Sheffield regarding the Pioneer Hem issue. The Cofimittee was asked to look
at the if -jue and see if they have an;lrecommendations as to how to offset any
potential legal determinations relevant to that issue. He then asked Deborah
Vogt about renaming the Pioneer Home Program to the Alaska Territorial Pioneer
Home Program and open it to everyone with preference granted to those who were
here in Alaska under territorial status and what legal implications could arise.
She stated that she would have to go back to the statutes, but she thinks the
court would say that the territorial residents would have precedent over post—
territorial residents. Governor Harmond asked her to look into it further and
let him know. Al Alains suggested, that the Oomnittee can address the Pioneer
Home issue after there is a solu ion to the Longevity Bonus Program.

With,", no other discussion, the meeting adjourned.



October 12, 1984

Hie meeting of the State Special Committee on tie Alaska Longevity Bonus Program
was called to order on October 12, 1984, at 9:30 a.m., by Governor Jay Hammond,
Chairman.

Comnitte members present were: Jay Harmond, Chairman
Senator Bill Ray, Vice Chair
Senator Jalmar Kerttula
Rep. Ron Larson
Lisa Rudd
Marsha Hubbard
Olga Steger
Robert Kallenberg

A financial summary was reported in a memorandum from Mil Zahn, Committee
Assistant.

The Committeels contracts for specialized consulting are in the signing stages
with Morrison & Foerster, Benefit Concepts, Inc. (Jointly with Kidder-
Peabody) and Jon Tillinghast. These contracts will be updated at next
meeting.

Benefit Concepts, Inc. advises that they do not plan to attend the October 12th
meeting, because there will be little progress to report in such a short time.
They will make a presentation at the Committeels November meeting. The
contract with Benefit Concepts has been worded requiring Benefit Concepts to
have a written package by November 30, 1984 sothat the Committee will have
some reference material in hand as recommendations are developed for the
legislature by February 1, 1985.

Draft Annuity Bills

Consideration of three annuity options on the basis of (A) State law Issues,
(B) Tax Issues, () A "Laundry List"™ comparison was presented.

A. State Law Issues

Jon Tillinghast, Attorney, and Deborah Vogt, Assistant Attorney General,
on the request of the Committee analyzed three proposed annuity options
with an eye toward possible constitutional issues. The three proposed
annuity options were:

1. SB 465, introduced on February 13, 1984 by Senator Rick Halford and
eight co-sponsors;

2. HB 700, which was originally introduced at Governor Hammond®s request
by the House Rules Gomnittee on March 14, 1984, and which has
recently been amended in accordance with Governor Hammond®s
instructions, and

3. A July 24, 1984 draft referred to here as the "Ray option".



The memorandum submitted by Mr. Tillinghast, and Ms Vogt, 1in summary stated
that they concluded in their recommendation that, if the commilLtee wishes to
pursue and annuity option- it employ the "Ray option™ as its principal vehicle.
In order to avoid difficult constitutional problems, the bill should be
amended to allow receipt of annuities by non-residents, although the conmittee
nay wish to consider a reduction in those annuities based upon actual cost

of living differential, and increased administrative costs.

B. Tax Issues

Thomas D. Terry, Attorney, Morrison & Foerster submitted a report to
the conmittee analyzing the three annuity options as to possible tax
liabilities.

The report concludes that none of the three proposals is sufficiently
grounded in reliable and directly relevant authority to ensure that
favorable tax treatment of the annuity credits provided for by the
proposals could be obtained. As noted, Morrison & Foerster believe
Governor Hanmond®"s proposal offers the best hope for avoiding application
of the constructive receipt doctrine because of the potential for credits
to achieve greater values than the dividends goregone to receive the
credits. Senator Ray®"s proposal also offers some hope because of the
possibility that dividend amounts invested as annuity credits in the
Permanent Fund might produce a significantly greater return than
individuals could obtain by investing dividends themselves. Each of

the proposals also offers a small chance of obtaining favorable tax
results on the prior election and Section 72(h) grounds. All of these
arguments, however, involve extensions of existing lines of authority to
an entirely new area and cannot therefore be relied upon.

It is suggested by Mr. Terry that after the Conmittee and its advisers have
had an opportunity to consider his letter that the several legal
consultants to the Conmittee hold a work session with a view to making
recommendations for strengthening the proposals from a tax standpoint.

C. Comparisons of annuity options

Governor Hairmond®s, "Laundry List"™ was given to Canmitte members, and
some copies were distributed to audience.

This Laundry List was to be used as a guide to compare HB 700 Concept -
"Annuity Pool™ funded by 1/3 of money to be distributed from Permanent
Fund earnings and the "true annuity"™ concept and each was to be

weighed on a scale of 1-10, the higher the number the more favorable
the value.



Marsha Hubbard bought up a question affecting people now receiving Social
Security, Medicare, Alaska public assistance, whether or not these people
could be harmless from the Annuity or Longevity Bonus Program.

Lisa Rudd suggested that the next meeting focus in on costs. The Dept, of
Administration is much concerned with this approach and recommendation to
the legislature. The conmitteels back-up reasoning should be included in
any recormendation proposals.

Lisa Rudd also mentioned that in her job presenting requests for Federal
assistance has became quite difficult due to the Permanent Fund Dividend
program. The case of giving people the money is being negatively viewed by
other states and the Federal Government. She feels that to lock in Permanent
Fund dividend to the Longevity annuity could be questioned, and that

it may be more adviseable to support the annuity through the general fund.

Other Business

Same public testimony was given, and participation was mainly from senior
citizens and those directly interested in senior citizen groups.

After public discussions, meeting adjourned.
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MEMORANDUM
September 29, 19S4

TO: All Members
House Minority Caucus
FROM : Denise Zachary, A.AdJU
Kt
RE: Alaska Longevity Bonus

In a recent speech given by Governor Sheffield, he predicted that the
annuity program would replace the longevity bonus program. This replacement
program for the longevity bonus program was pushed by Halford last session and
Hammond prior to that.

I have attached draft legislation, a sectional analysis, and annuity value
charts for your information.

The Task Force on ALB has held meetings once a month during the interim,
the next one being October 12th at 9:30 AM in Anchorage. Ron Larson is the
minority member on the special committee.

As you know, the Task Force must have draft legislation, costs of alternate
programs, opinions from ALB recipients, and sources of funding for the
alternative programs and report their findings to the Legislature and Governor
by February 1, 1985.

A contract has been given to Kidder Peabody, one of the largest investment
firms in the United States and considered an expert on annuity programs, to
analyze options and suggest a legally acceptable program for Alaska. The cost
of the contract to the state is $24,000. Mr. Peabody will give his presentation
to the Task Force at the scheduled November meeting.

I have also attached a newspaper clipping from the Anchorage Daily News and
a impact paper from the Office of the Governor. One year ALB recipients are
having their bonus payments counted as income effecting their public assistance
benefits. This enactment by the federal government was pushed by our Sen.
Stevens at the urging of Reps. Adams and Hayes. 25 year resident recipients
were "grandfathered” in so Medicaid benefits are not effected. 36 nursing home
residents and approximately 500 senior Alaskans will have to make a choice:
monthly bonus checks OR Old Age Assistance and Medicaid.
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1 SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing an annuity program; amending the
longevity bonus program and the permanent fund divi-
dend distribution program; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.13 is amended by adding a new section to read:

v Sec.37.13.147. ANNUITY ACCOUNT. (@) The annuity account 1is
established as a separate account in the Alaska permanent fund.
Notwithstanding the provisions of AS 37.13.145, an amount equal to the
permanent fund dividend, as determined under AS 43.23.025, multiplied
by the number of persons electing to receive an annuity share under
AS 43.23.005, shall be annually credited to the annuity account.

(b) Money 1in the annuity account shall be 1invested iIn iInvest-
ments authorized under AS 37.13.120. The annuity account shall be
credited with earnings at an interest rate equal to the average rate
of interest earned on the Alaska permanent fund.

(c) The legislature may annually appropriate an amount suffi-
cient to pay monthly annuity payments for the subsequent fiscal year
under AS 43.23.120 from the annuity, account to the annuity fund
(AS 43.23.110).

* Sec. 2. AS 43.23.005 1is amended by adding a new subsection to read:

(d) A person who is eligible to receive a permanent fund divi-
dend under this section may elect to receive an annuity share in lieu

of a cash dividend.



*

scc < J. AO HJ.AJ.UXJ -LS auvicuucu U {iUUXUG a nun JUUOi_i_i_ .i-i_iii iw =umu -
(1) The permanent fund dividend application form shall be pre
pared to allow an applicant to elect to receive an annuity share i
lieu of a cash dividend.
Sec. 4. AS 43.23.055 1is amended to read:
Sec. 43.23.055. DUTIES OF THE DEPARTMENT. The department shall

(1) annually pay permanent fund dividends from the dividenc
fund;

(2) adopt regulations under the Administrative Procedure
Act (AS44.62) that establish procedures and time limits for claiming
a permanent fund dividend; the department shall set the time limit foi
aﬁglications for permanent fund dividends so that the number of eligi-
ble applicants 1is determined by October 1 of the year for which the
dividend 1is declared and permanent fund dividends for a year are paic
before April 30 of the year following that vyear;

(3) adopt regulations under the Administrative Procedure
Act (AS44.62) that establish procedures and time limits for an indi-
vidual upon emancipation or upon reaching majority to apply for perma-
nent fund dividends not received during minority because the parent,
guardian, or other authorized representative did not apply on behalf
of the individual; [AND]

(4) assist residents of the state, particularly 1in rural
areas, who because of Jlanguage, disability, or 1inaccessibility ftc
public transportation need assistance"to establish eligibility and tc
apply for permanent fund dividendsj_

(5) maintain records of annuity shares for individuals foi
the purpose of determining annuity payment amounts under AS 43.23.120;
and

(6) adopt regulations that, to the extent allowable undei

-2 -



23.120 so that: an annuity benefit is not taxable to an individuc
until i1t is actually received by that individual.
Sec. 5. AS 43.23 is amended by adding new sections to read:

ARTICLE 2. ANNUITY PROGRAM

Sec. 43.23.110. ANNUITY FUND. (@) The annuity fund 1is estab
lished as a separate fund in the state treasury. The annuity fun
shall be administered by the commissioner and shall be invested by th
commissioner in the same manner as provided in AS 37.10.070.

(b The annuity fund consists of appropriations made to th
annuity fund by the legislature.

(c) Money in the annuity fund shall be used to pay annuities t
eligible individuals under AS 43.23.120.

Sec. 43.23.120. PAYMENT OF ANNUITIES. (d An individual wh
holds one or more annuity shares may receive an annuity upon reachin
the age of 657

(b) An annuity under this sectionis a monthly payment durin
the life of the annuitant. The amount of the monthly payment shall Db
determined by the department using a straight 1life annuity with
defined .contribution plan.

(¢) An individual must be a resident of the state to be eligibl
to receive an annuity.

(d) An annuity share may not be assigned, sold, or otherwis
transferred from one individual to another. An annuity share held b
an individual 1s cancelled upon the death of that individual and doe
not pass to the individual®s estate. The right to receive an annuit
under AS 43.23.120 terminates upon the death of the person who i
eligible for the annuity.

(e) An individual does not receive < "ester ::*firr°y rirht 1in <

-3-
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provisions of this section the state 1is

not obligated to provi

annuity payments for annuity shares granted under AS 43.23.005.

* Sec.

6.
(@)

AS 47.45.010(a) 1is amended to read:

A person who is 65 years of age or over,

who resides

state for at least one year 1immediately preceding application for

longevity bonus under this chapter may apply to the commissioner c¢

in o

administration for qualification to receive a monthly bonus [OF $250]

* Sec 7.

equal

fiscal

Sec.

AS 47.45 is amended by adding a new section to read:

47.45.015. AMOUNT OF BONUS. The monthly

to -$250, increased by three percent each year

program

year 1987,

longevity bonus

beginning

minus the maximum possible annuity under the annuit

(AS 43.23.110 - 43.23.120), as determined by the commissione

of administration.

* Sec.

8.

Sec.

Section 11, ch. 38, SLA 1984 is amended to read:

repealed June 30, 1985.

* Sec.

9.

This Act applies only to permanent fund dividends for year:

beginning after December 31, 1985.

* Sec.

10.

This Act takes effect January 1,

1986.

11. Sections 7 - 9 of this [THIS] Act [AND AS 47.45] ar



SECTION 1

Establishes the Annuity Account as a separate account within the Alaska
Permanent Fund. An amount, equal to the permanent fund dividend multi—
plied by the number of persons electing to receive an annuity share,
shall be annually credited to the Annuity Account. The legislature nay
annually appropriate the rroney from the Annuity Account to the Annuity
Fund to pay monthly annuity payments.

SECTION 2

A person who is eligible to receive a permanent fund dividend nay elect
to receive an annuity share in lieu of a cash dividend.

SECTION 3

The permanent fund application shall be prepared to allow an applicant
to elect to receive an annuity share.

SECTION 4

Adds duties to the Department of Revenue to maintain records of annuity
shares for individuals and adopt regulations (to the extent allowable)
to structure the annuity program so that annuity benefits are not
taxable to people until they actually receive the annuity money.

SECTION 5

Establishes the Annuity Fund. Money in the Annuity Fund is appropriated
by the Legislature to pay annuities. An individual who holds one or more
annuity shares nay receive an annuity upon reaching the age of 65. The
annuity will be paid monthly using a straight life annuity with a
defined contribution plan. An individual must be a resident of the state
and the annuity is cancelled upon the death of the individual receiving
the annuity.

SECTION 6

Deletes the dollar amount in the Longevity Bonus program.

SECTION 7

Makes the Longevity Bonus payment $250 plus 3% annum minus the maximum
possible annuity.



AT

SECTION 8

Repealers of Longevity Bonus Program.

SECTION 9

Applies to Permanent Fund dividends for years beginning after December
31, 1985.

SECTION 10

This act takes effect January 1, 1986.
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(page 1)

PROJECTED

FISCAL DIVIDEND
YEAR DISTRIBUTION
(millions)

1986 240.6
1987 266.2
1988 288.7
1989 315.7
1990 352.9
1991 393.4
1992 437.2
1993 484.1
1994 534.1
1995 586.6
1996 641.9
1997 700.5
1998 762.5
1999 827.3
2000 894.7
2001 963.7
2002 1034.7
2003 1107.7
2004 1182.7
2005 1259.7
2006 1338.7
2007 1419.7
2008 1502.7
2009 1587.7
2010 1674.7
2011 1763.7
2012 1854.7
2013 1947.7
2014 2042.7
2015 2139.7
2016 2238.7

ASSUMPTIONS:

Calculations here assume that no potential

LONGEVITY BONUS AND ANNUITY VALUES UNDER DRAFT LEGISLATION DATED 7/24/84

PROJECTED
ALASKA
POPULATION
(thouoandB)

518
521
524
528
538
550
559
567
572
573
586
592
596
600
604
613
621
629
637
644
652
661
670
630
691
700
710
719
729
739
749

ANNUITY

PROJECTED ACC'T BEFORE
DIVIDEND ACTUARIAL
PAYMENT GAIN
464.48 464.48
510.94 1019.16
550.95 1673.32
597.92 2436.73
655.95 3333.68
715.27 4378.66
782.11 * 5503.82
853.79 7000.85
933.74 8626.93
1023.73 10503.93
1095.39 12638.18
1183.28 15071.38
1279.36 17841.32
1378.83 20984.68
1481.29 24541.38
1572.10 28540.65
1666.18 33029.54
1761.05 38057.24
1856.67 43677.82
1956.06 49953.66
2053.22 56947.35
2147.81 64727.32
2242.84 73371.75
2334.85 82963.15
2423.59 93591.89
2518.24 105366.47
2612.73 118400.06
2707.03 132816.9B
2801.08 148753.81
2894.83 166360.55
2988.24 185802.04

annuitants

Annuity is assumed to be purchased for participant at age 6r.

Actuarial gain calculated using abridged 1980 life
Geometric interpolation was used to produce single year
Life expectancy for an age 65 individual

Annual inflation

Permanent Fund Corporation data used for dividends through 2000, OVB estimates
revenue forecast.

. Permanent Fund dividends based on "50%"
0. Population projection from University of Alaska MAP econometric model base case output.
1. Over-65 population projections by OMB.

1
2
3
4
5.
6. Annual discount
7
8
9
1
1

table for total
life data.

leave Alaska.

ANNUITY
ACC'T AFTER MONTHLY
ACTUARIAL ANNUITY
GAIN PAYMENT
464.48 4.37
1030.14 9.70
1702.44 16.03
2500.91 23.55
3451.47. 32.50
4573.34 43.06
5888.32 55.44
7422.78 69.89
9209.53 86.72
11286.83 106.27
13668.72 128.70
16400.10 154.42
19526.93 183.86
23095.41 217.46
27156.21 255.70
31750.63 298.96
36931.44 347.74
42760.72 402.63
49306.99 464.27
56648.67 533.39
64866.10 610.77
74046.60 697.21
84290.27 793.66
95703.91 901.13
108404.89 1020.72
122531.49 1153.74
138221.89 1301.48
155635.23 1465.44
174946.00 1647.27
196349.45 1848.80
220055.39 2072.01
population, Ak. Dept,

assumed at 16.71 years as per (3),
rate assumed at 9 percent.
rate assumed at 6 percent.

state

above.

CURRENT

ALB PAYM'T MONTHLY ALB
PAYM'T FROM
ESCALATION GENERAL FUND

PLUS 3%

250.
257.
265.
273.
281
289
298.
307
316.
326.
335.
346.
356.
367.
378.
3809.
401.
413.
425,
438.
451.
465.
479.
493.
508.
523.
539.
555.
571.
589.
606.

of Labor,

thereafter.

Division of Strategic Planning, OMB,

00
50
23
18

.38
.82

51

47

69
19
98
06
44
13
15
49
18
21
61
38
53
07
03
40
20
44
15
32
98
14
82

1983.

9/4/84.

245.
247.
249.
249.
248.
246.
243.
237.
229.
219.
207.
191.
.58
149.
122.
90.
53.
10.
.00

.00
.00
.00

.00

.00
.00
.00
.00
.00

.00

.00

.00

172

63
80
20
63
88
76
07
58
97
92
28
64

67
45
53
44
53

MONTHLY
ANNUITY.
1986
DOLLARS

14.
19.
25.
31.
38.
45.
53.
61.
70.
79.
89.
99.
110.
121.
133.
145.
157.
170.
183.
197.
212.
226.
241.
257.
273.
290.
307.
324.
.50

342

.37



LONGEVITY BONUS...

PROJECTED
OVER-65
POPULATION

16744
17768
18769
19828
20913
21908
22849
23861
24799
25891
26863
27692
28657
29556
30511
31459
32440
33448

(pago 2)

CURRENT
DOLLAR
STATE
EXPENDITURE
(millions)

49.
52
56.
59
.46
64.
66
68
44
.33
.82
63.
.35
.08
44.
34.
20.
4

62

68
68
66

59
53

35
83
13
40

87
65
03

68

83
18
80
25

.00

CONSTANT
1986 5
STATE
EXPENDITURE
(millions)

49.
49
49.
49
49
48.
46
45.
42.
40.
37
33.
29
24.
19.
14.
8.
1.

35

.84

95

.37
47

48
98
24
94
44

31

55

.49

89
83
26
19
58

.00



mCALCULATION OF ACTUARIAL GAIN (page 1)

NUMBER
ANNUITANT’ S SURVIVING PROJECTED -ANNUAL ADDITIONS TO COHORT ACCOUNT VALUES
AGE IN FROM INITIAL DIVIDEND
1986 100.000 PAYMENT AGE ACE AGE ACE . AGE ACE
— i —2— 65 64 . 63 62 61 60
35 93876 464.40 34873065.64 35472895.30 36083042.41 36703684.21 37335001.27 37977177.22
36 93657 510.94 38361412.67 39021243.28 39692423.22 40375147.71 41069615.32
37 93439 550.95 41365641.22 42077145.68 42800888.29 43537079.54
38 93222 597.92 44891583.33 45663735.32 46449168.60
39 93005 655.95 49248572.49 50095666.31
40 92788 715.27 53702676.36
41 92450 782.11
42 92112 853.79
43 91776 933.74
44 91442 1023.73
45 91108 1095.39
46 90747 1183.28
47 90388 1279.36
48 9C030 1378.83
49 89674 1481.29
50 89319 1572.10
51 80634 1666.18
52 88054 1761.05
53 87428 1856.67
54 86806 1956.06
55 86189 2053.22
56 85285 2147 .81
57 84391 2242.84
58 83505 2334.85
59 82630 2423.59
60 81763 2518.24
61 80380 2612.73
62 79021 2707.03
63 77685 2801.08
64 76371 2894.83
65 75080 2988.24
VALUE OF COHORT ACC'T 9 65 34873065.64 77342616.30 127819419.51 187768463.79 259136650.97 343366300.60
VALUE OF SURVIVING INDIVIDUAL’S ACC’'T @ 65 464.48 1030.14 1702.44 2500.91 3451.47 4573.34
MONTHLY ANNUITY 4.37 9.70 16.03 23.55 32.50 43.06



CALCULATION OF ACTUARIAL CAIN (page 2)

CALCULATION O

AGE AGE AGE AGE AGE /IGE AGE AGE ACE AGE

59 58 57 56 55 54 53 52 51 50
30379709.75 38786508.85 39197619.75 39613008.15 40032960.23 40319590.00 40608271.99 40899020.89 41191851.52 41486778.76
41776020.02 42218825.81 42666316.96 43118551.22 43575578.85 44037450.67 44352751.97 44670310.77 44990143.24 45312265.66
44285933.55 45047668.13 45525143.10 46007670.99 46495329.44 46988148.65 47486191.41 47826185.15 48168613.20 48513492.97
47248111.63 48060796.78 48087460.42 49405634.61 49S29301.99 50458518.05 50993344.44 51533833.58 51902813.85 52274429.92
50957330.46 51833815.56 '52725376.53 53632272.60 54200738.68 54775230.05 55355810.64 55942544.99 56535498.33 56940283.70
54626302.43 55565976.59 56521732.12 57493927.00 58482844.00 59102722.80 59729171.90 60362260.94 61002060.29 61648641.09
58720887.30 59730908.47 60758302.38 61833367.35 62866408.84 63947734.53 64625537.49 65310524.71 66002772.33 66702357.31
64102694.89 65205285.15 66326840.39 67467686.79 6862B156.13 69808586.07 70S48510.il 71296276.86 72051969.43

70105293.71 71311130.91 72537708.97 73785384.63 75054520.78 76345486.54 77154697.33 77972485.22

76862003.49 78184058.63 79528853.61 80896779.56 82288234.35 83703622.69 84590824.77

82212068.26 83656662.52 85095588.33 86559264.20 80048115.84 89562576.28

88840439.19 90368527.89 91922900.29 93504008.47 95112312.30

96054530.20 97706703.96 99387295.72 101096794.29

103522806.67 105303437.57 107114695.98

111215357.62 113128303.26

116033598.69

691451485.28847414903.20 1026247686.7 1231319590.3 1466081599.1 1734003100.7 2038888309.8 2383837205.3
9209.53 11286.83 13668.72 16400.10 19526.93 23095.41 27156.21 31750.63
86.72 106.27 128.70 154.42 183.86 217.46 255.70 298.96

442095177.90 557301965.25
5888.32 7422.78
55.44 69.89



F ACTUARIAL GAIN (pace 3)

AGE
49

41651653.57
45636694.43
48860842.03
52648706.71
57347967.27
62090035.77
67409357.42
72815671.83
78798941.10
85487430.61
90511879.33
96748279.56
102835696.87
108957108.72
115074152.29
120063820.63
125097062.80

2772812453.0
36931.44
347.74

AGE
48

62
64
05
25
79
76
93
96
86
86
36
23
23

41817183,
45818061
49210678
53025663,
57758569,
62534590,
67891997,
73587468.
79634156,
86393539,
91471244,
97773746,
1046045009.
110831211, 64
117053470, 64
122128963. 14
127248778. 96
132219580. 29

ACE

41983371,
46000149,
49406248,
53405318,
58172112,
62982328,
68378094
74114343,
80478225,
87309253,
92440778,
98810082,
105713246.
112737549,
119066834.
124229626,
129437505,
134493806.
139398926,

47

51
63
82
75
16
70
07
78
35
26
01
16
65
83
01
88
43
40
22

AGE
46

42150219.85
46182961.27
49602596.81
53617559.66
58588615.43
63433272.37
68867670.58
74644990.95
81054436.92
88234672.60
93420588.06
99857402.56
106833735.94
113932492.01
121114827.98
126366422.81
131663878.82
136807150.05
141796639.76
146860677.02

AGE
45

42317731,
46366499.
49799725,
53830644.
58821455,
63887444.
69360752,
75179437.
81634774,
88866419,
94410783,
100915823,
107966101,
115140099,
122398563,
128539972,
133928546,
139160284,
144235594,
149386735,
154155822,

27
42
12
05
55
73
39
47
07
12
45
84
67
78
67
43
66
07
87
46
09

AGE
44

42472657.60
46550766.99
49997636.85
54044575.27
59055221.02.
64141343.21
69857364.58
75717710.54
82219266.35
89502688.86
95086749.96
101985463.68
109110469.71
116360507.37
123695906.10
129902409.66
136232167.63
141553892.88
146716500.91
151956243.05
156807359.74
161257301.06

ACE
43

42628151.11
46721190.57
50196335.11
54259356.68
59289915.50
64396250.72
70134988.44
76259837.57
82807943.50
90143514.18
95767556.30
1C2715663.73
110266967.28
117593850.47
125006999.49
131279287.81
137676136.96
143988672.66
149240079.47
154569947.12
159504504.84
164030986.80
168392113.43
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LONGEVITY BONUS IMPACT PAPER
Effect of New Rules on
0ld Age Assistance & Medicaid

There are currently 2,609 0ld Age Assistance recipients. At least half of
these people are now receiving Longevity Bonus under the old 25- year
residency rules. The rest are now eligible for the Longevity Bonus under
the new rules or soon will be.

Only the new, 1-year Longevity Bonus recipients are at risk to see a
reduction 1in their federal cash and medical benefits. We"re estimating
approximately 1305 people in this category.

The federal Social Security Administration is already trying to identify
V year Longevity Bonus recipients who also receive Supplemental Security
Income (SSI) payments 1in order to reduce or cut their benefits. Some SSI
clients will lose $230 to $250 of their monthly spendable 1income, while
others will 1lose their Medicaid benefits as well.

The population at greatest financial risk are persons 1in Alaska nursing
homes. We estimate 39 people will lose eligibility for nursing home
coverage if they are required by federal officials to apply for the
Longevity Bonus.

The population at second greatest risk are the approximately 550 0ld Age
Assistance recipients whose income with the Longevity Bonus will make them
ineligible for both 0ld Age Assistance and Medicaid.

The Department of Health and Social Services has senta strong appeal to
the Social Security Administration voicing our opinion that these persons
should not have to apply for the Longevity Bonus 1if it will hurt thenm

financially. IfT federal officials agree with us, each Alaskan could at
least then have a choice between the Longevity Bonus and eligibility for
the other programs (i.e. Medicaid, Old Age Assistance, and SSI). However,

this means that the individual would still be affected financially.

We have examined the other federal public assistance programs administered
by the Department to determine the impact of the Longevity Bonus and have
identified two that are significantly affected. The Longevity Bonus must
be counted as income for Food Stamps and Low Income Home Energy Assistance.
Based upon current caseloads, we estimate that 2,600 Foods Stamp households
and 300 Energy Assistance households may receive reduced benefits or lose
benefits entirely, due to the Longevity Bonus payments they receive. Both
programs are 100% federally funded.



"LAUNDRY LIST™ COMPARISON FOR DISCUSSION PURPOSES

JAY HAMMOND

Comparison of HB 700 Concept - "Annuity Pool" funded by 1/3 of money to be

distributed from Permanent Fund earnings and the "true annuity"™ concept weighted

on a scale of 1-10, the higher the number, the more favorable the value.

1. IRS TAXATION QUESTION

True annuity probably more vulnerable since annuity shares secured through

relinquished dividends have a known value and will be ultimately received

by the annuitant. On the other hand, under the annuity pool approach,

annuity shares fluctuate 1in value.

True Annuity: Annuity Pool:

2. SUPPLEMENTAL SOCIAL SECURITY QUESTIONS:

Neither approach appears to better meet this question, hAVE

True Annuity: 5 Annuity Pool:

3. IMPACT OF FEDERAL/STATE ASSISTANCE PROGRAM:

Neither appears to have advantage, hence:

True Annuity: Annuity Pool:



LIMIT OF PAYMENT TO RESIDENTS ONLY:

Both do so. However, since the pool approach uses money from the Permanent
Fund earnings to augment the value of annuity shares far above the value of
the relinquished dividends and their earnings, it would appear that a
better case could be made to confine annuity payments to state residents.
Under the true annuity, the annuitant®s relinquished dividends and their
earnings constitute the entire annuity. No state money augments the
annuity. However, the Longevity Bonus portion (State funded) could

presumably be denied to non-residents.

True Annuity: Annuity Pool:

SIZE OF ANNUITY:

True Annuity in early years limits the total an annuitant can receive from
both the declining Longevity Bonusand expanding annuity to no more than
$250 per month, plus 3% inflation.After the Bonus fades out, the annuity
would be a product of the value ofthe relinquished dividends, their

earnings and their number. This is likely to be less than $250 per month.

Annuity Pool: The latest revision proposes that the maximum annuity be no
more than $250 per month, plus 3% per annum, plus the value of that years"
Permanent Fund dividend, hence the annuity pool would provide an annuity

somewhat larger than the true annuity plus declining Bonus approach.

COMPARITIVE ACCOMMODATION OF ALL WHO WOULD HAVE RECEIVED LONGEVITY BONUS



UNDER ORIGINAL PROGRAM:

True Annuity. Everyone who elected to relinquish all dividend shares until
the year 2010 (the year the Bonus "stair steps”™ out) would receive the
equivalency of the old Bonus. Everyone, therefore, who was eligible under
the old program (persons here prior to 195S) would be accomodated fully.

Of course, persons who failed to relinquish all dividends would receive

less.

Annuity Pool. Same

True Annuity: Annuity Pool:

IS NEED A FACTOR?

Neither the true annuity or pool approach embodies need. Save to extent

that both recognize the greater "need"” of all older persons who choose to

remain in Alaska to spend more money to meet Alaska®"s federally recognized

exceptional cost of living.

True Annuity: Annuity Pool:

COMPARITIVE DIFFICULTY OF ADMINISTRATION:

True Annuity would appear to have some additional administrative burden

since not only would annuity accounts have to be set up for all prospective

annuitants but a declining Longevity Bonus account as well.



10.

11.

True Annuity: Annuity Pool:

COMPARITIVE COSTS FOR THE GENERAL FUND:

Since the true annuity requires an annual appropriation from the general
fund for the declining Longevity Bonus Program until the year 2010, its
total costs to the State would be about $ million more than the
annuity pool approach. However, even though under true annuity all persons
age 65 and older could receive the equivalency of the full Longevity Bonus,
the stair stepping decline of the Longevity Bonus appropriations modify
this substantially, compared to the cost of an ongoing Longevity Bonus

Program open to everyone.

(Please run a tally if total general fund obligation until 2010 for the

declining Longevity Bonus under the true annuity approach. How does this

compare in cost to merely continuing the Longevity Bonus, but opening it to

all hands? Compared to the original Bonus Program®s prospective costs?

Compared to the least costly stair stepping by age proposed in HB 65F?

True Annuity: Annuity Pool:

LEGALITY:

The true annuity approach would appear less legally vulnerable than does

the pool approach.

Under the latter, persons who acquired larger numbers of annuity shares by



virtue of their relinquishing annual dividends would, at age 65, receive
larger annuities. Since acquisitions of annuity shares is now confined to
residents only, Zobelists might make the argument that since only current
residents could accumulate shares, the value of an annuity 1is based on
comparative terms of residency. Could this perhaps be offset by permitting
anyone, residents or non-residents, to purchase annuity shares at a price
equal to the set year®"s Permanent Fund dividend? Ideally, cost of living
annuities should be paid only to those who physically reside in any "area
in which cost of living exceeds the national average by more than 20%, as
determined by the federal governmentand reflected in its pay scale to
federal employees.”™ This should remove the residencysince no one would be
denied the opportunity to ultimatelyreceive the maximum bonus. However,

legal council believes it would not.

Of course, with the true annuity, some persons would receive greater
combined annuities plus declining Longevity Bonus payments. However, since
in any given year, no “ne gets more Longevity Bonus than anyone else, it
would appear to be less vulnerable than the pool approach which provides
varigated amounts of money in excess of the value of one®s relinquished
dividends. In either case, permitting both residents and non-residents to
purchase one annuity share each year at a value equal to that year"s

dividend should be considered.

True Annuity: Annuity Pool

12.  UNFUNDED LIABILITY QUESTION:



13.

The annuity pool approach poses no unfunded liability problem whatsoever
since the amount of the annuity relates to a portion of the earnings of the

Permanent Fund and varies 1in accordance.

The true annuity is somewhat more vulnerable if a multitude of age 65+ folk
come to the State and increased the general fund®s obligation to fund the
declining Longevity Bonus Program. Of course, 1in the year 2010 when the
Bonus has "stair stepped" out, there would no longer be any possible

unfunded liability.

True Annuity: Annuity Pool:

IMPACT ON DIVIDEND PROGRAM:

The true annuity would in no way reduce the Dividend value to those who
opted to receive them rather than annuity shares. Dividends would be

4*
precisely the same as they would be under the existing program.

On the other hand, since 1/3 of the money now going out in dividends would
be used for the annuity pool, dividends for those who chose to receive them
could be less. However, they also could be larger. Consider, if more than
1/3 of Alaskan residents elected to receive annuity shares rather than
dividends, the fewer than 2/3 of Alaskan residents would divide 2/3 of the
dividend dollars available for distribution. Accordingly, each would

receive a larger dividend than under the status quo.

Once the much larger value of an annuity compared to a dividend is



recognized by the public along with the hoped for tax shelter aspects of
dividend relinquishment 1is understood, it is likely large numbers will opt

to “elinquis>" W . ends on behalf of annuity shares.

Even if such should not occur, since an annuity pool equal to 1/3 the
distributed money 1is more than sufficient to provide all prospective
annuitants with the equivalency of the Longevity Bonus inflated 32
annually, plus an amount equal to the dividend, there will be money
remaining in the annuity pool which could flow into next year®s dividend
pool for distribution. Added to this could as well be the dividends
relinquished by all those who opted instead for annuity shares.
Accordingly, even if fewer than 1/3 of Alaska®s residents relinquished

dividends the dividend paid could, after the first year, be significantly

greater.
Example: Assurance 180 million 1is available for distribution
180 million for
Distribution
60 million for 120 million for
Annuity Pool Dividend Pool
A. If all 180 were used for dividends, as under existing program, and

500,000 Alaskans applied for some the dividend would be $360.
B. If the annuity pool of $120,000 were distributed among 500,000, the

dividend would be 1/3 less or $240.



C. Assume there are 15,000 eligible annuitants, each holding one annuity
share the first year. Sixty million in the annuity pool divided by
15,000 shares could provide an annuity of $4,000 per annum. However,
since the annuity is limited to about $3,400 (Longevity Bonus inflated
by 3% plus equivalency of the Permanent fund Dividend) there would be
$600 x 15,000 or $9 million remaining in this account.

D. In addition to the $9 million left over in the annuity pool, would be
the relinquished dividends of all opting for an annuity share. While
speculative, certainly the 15,000 eligible annuitants plus many more
can be expected to relinquish their dividends. For example, Alaskans
above the age of 45 would receive much greater benefits from
relinquished dividends, as would those who might recognize tax shelter
benefits by such relinquishment. If 1/3 of 500,000 Alaskans did so,
the $120 million in the dividend pool divided by the remaining 333,333
who opt for dividends would yield the same $360 dividend as under the
existing program.

E. If you add the $9 million surplus in C above plus the $240 dividends
delinquished by 166,666 Alaskans (almost another $40 million to the
following year®s dividend pool of say $120 million, the total for
distribution would be almost $170 million and the 333,333 dividend
recipients could receive about $510 instead of $360 were the existing

program (or true annuity) 1in effect.

Values, therefore, are hard to assign to the two approaches.

True Annuity: Pool:



14.

15.

IMPACT ON PERMANENT FUND:

Since both programs key off earnings of the Permanent Fund, both would
seemingly increase public awareness and concern for maintaining integrity
of the fund. Either program would likely expand public support for
increased contributions to the fund. Moreover, each would serve to provide
another first line of defense against casual invasion of the fund for
political purposes. Once the public received the fund as 1in part "pension
fund,” every prospective annuitant would militantly defend against such
invasion. This feature of course will not appeal to those opposed to
expanding contributions to the fund or maintaining its "non-political”

management.

The annuity pool 1is totally dependent upon the Permanent Fund. The true

annuity, on the other hand, at least initially, 1is funded primarily by

general fund monies and is thus less dependent upon the Permanent Fund.

Hence, the values ascribed.

True Annuity: Annuity Pool:

What, 1if any, 1is comparative "magnet effect” of drawing elderly to Alaska?

Would appear the same for each.



"LAUNDRY LIST'" OF PROBLEMS AND CONSIDERATIONS AGAINST
WHICH PROPOSALS TO RESOLVE THE LONGEVITY BONUS ISSUE
SHOULD BE MEASURED

Prepared by Governor Jay S. Hammond, Chair, State
Special Committee on the Alaska Longevity Bonus Program

IRS taxation questions

Supplemental Security Income (SSI) questions

Impact of federal/state assistance programs

Limitation of payment (bonus or annuity) to

residents, only

5. In any annuity, should there be a limit on number
of shares accumulated

6. If not, should there be a limit on the size of the
annuity

7. Can a phase out of the bonus be accomplished
without affecting those who would have received the
longevity bonus under the original program

8. How well is the original legislative intent
accomplished

9. Should need be a requirement

10. Could need be a requirement for only those who
would not have received the original program?

11. Comparative difficulty of administration

12. Legality

13. Comparative costs

14. Unfunded liability question

15. Impact on dividend program

16. Impact on permanent fund

17. Impact on general fund

18. What 1is the "magnet effect™ (attracting influx of
older persons who otherwise would not come to
Alaska)

19. Should health insurance be an annuity option

20. Whatis the most acceptable annuity approach and

21. Whatis the most acceptable needs based approach

22. Whatis the most acceptable means of phasing out
the program(stairstepping, etc.)

23. Relationship, if any, to the pioneer home 1issue

ArOWODN R

Any proposed additions to the above laundry list should
be sent to Vice Chair Senator Bill Ray®"s office 1in
Juneau for dissemination to all Committee members.
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The Honorable Mike Szymanski
Representative

Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Representative Szymanski,

You have asked that we review your proposed bill to
establish an Alaska Historical Perspective Commission to provide
state contracts to senior citizens in Jlieu of -longevity bonus
payments. Contracts would Dbe entered into with eligible
residents who must be age 65 or older, a present resident for at
least a year, have resided in the territory for 10 years prior to
statehood, have been 21 years old prior to statehood, and have
resided in the state at least 10 years after statehood.
Contractees would be paid $3,000 per year for filling out a form
evaluating state government, and performing other duties up to
100 hours that the commission might require.

Before discussing the constitutionality of the draft
bill, I would like to point out some effects, legal and
practical, that the Jlegislation might have. First, payments
under the contract would not be exempt from consideration as
income under the federal social security rules. The existing
program has a special exemption, and amendment of the present act
(to, for example, a one year requirement) would not destroy the
exemption. 1/ But the draft bill does not amend the present act
and would therefore not come within the exemption. There 1s
another exemption for state funded programs for which eligibility

1/ 42 USC 1382a(b)(2)(B) exempts "monthly (or other periodic)
payments received by any individual, under a program established
prior to July 1, 1973, if such payments are made by the State of
which the individual receiving such payments 1is a resident, and
it eligibility of any individual for such payments is not based
on need and is based solely on attainment of age 65 and duration
of residence in such State by such individual."



The Honorable Mike Szymanski January 24, 1984
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is measured by 1income, but since there 1is no 1income requirement
in the draft bill, it would not qualify under that exemption.
Thus, 1income from the contracts would be considered by the state
in its adult public assistance program and present recipients of
adult public assistance and the longevity bonus would see their
income diminished by $250 per month under the draft bill.

As you no doubt recognize, there will be some present
recipients of the bonus who would not qualify for a contract
under the draft bill: those who had not lived in the territory
for ten years prior to statehood. There would also probably be
some individuals who cannot now meet the 25 year continuous
residency requirement who would meet the requirements of the
draft bill.

The primary difficulty with the bill is that it appears/.,
to -be an attempt, to accomplish by indirect means what Judge
Carpeneti has held may not be done directly; that is, to benefit
some Alaskans over others on the basis of long residency 1in the
state. The state would almost certainly be sued immediately if
the bill were enacted, and a court would be Ilikely to view the
program in the light of the litigation over the existing program.
The state®"s need for the services called for by the contracts
appears to be tenuous, and the work required is so minimal as to
make the establishment of a true contract questionable. The bill
requires that the commission contract with eligible residents -
and eligibility is establirhed solely on the basis of residency.
It 1is likely that some individuals who meet the residency
requirements of the bill would be too feeble, senile, 1incompetent
or lacking in English language skills to perform even the minimum
work required under the proposed contracts. Since those
residents are nonetheless eligible, and must receive a contract,
the program appears not to be an actual contract for services,
but rather simply a grant. Even if those persons were excluded
(and the program would then exclude some, such as elderly Native
Alaskans who have no English skills and who have no other income)
the compensation for the work 1is so disproportionate to the work
performed ($3000 for filling out one form) that true
consideration, necessary for the formation of a contract, would
likely be found lacking.

If the program were viewed by a court as not
establishing true contracts, but rather simply granting benefits
to those who meet the eligibility requirements, then, of course,
it will be analyzed exactly as the present Jlongevity bonus
program has been analyzed. (The draft Dbill does remove one of
the more troublesome examples of disproportionate 1impact by
requiring territorial residents to have reached the age of
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majority before statehood, but that change does not alter the
long durational residency requirement.) There 1is little reason
to believe that the draft program could survive if the existing
program cannot.

IT the 100 hour requirement were actually implemented
and required for all recipients, then the consideration aspect

would be 1less of a problen. However, as pointed out above, a
great many potential applicants would then be 1ineligible, as they
would be 1incapable of actually performing the work. If the

incapable persons were excluded from the program, the question
then would be whether the state can have, as sole criterion for
an employment contract, a lengthy durational residency
requirement. The answer 1is probably not.

Our state supreme court has held that it will no longer
automatically require that all durational residency requirements
pass "strict scrutiny,” or be justified by a compelling state
interest Williams v. Zobel, 619 P.2d 422, 427 (Alaska 1980)).
That court had previously struck both a preference for one year
residents in public employment (State v. Wylie, 516 P.2d 142
(Alaska 1973)), and the one-year resident preference for oil
related jobs (Hicklin v. Orbeck, 565 P.2d 159 (Alaska 1977))
under the equal protection clause of the federal constitution and
the "strict scrutiny”™ standard. This approach must be reexamined
under the Zobel relaxation of the test. 2/ Under the Alaska
equal protection test, a classification must substantially

further legitimate state purposes.

The apparent purpose of the draft bill 1is to tap the
wealth of historical knowledge possessed by certain senior

citizens, by requiring them to -evaluate state agencies and
programs. Those ~citizens are 1identified solely by durational
residency requirements. Thus the bill uses a durational
residency requirement as the sole <criterion for identifying
knowledgeable persons. A professor of anthropology or a PhD in

political science who actively studied state and territorial

2/ There is a Jline of (cases, culminating in White v.
Massachusetts Council of Construction Employers,  U.S. , 15
L.Ed.2d 1 (1983) which hold that a state or city may, under the
Commerce Clause prefer its residents over non-residents in public
contracts. These cases do not address the question of preferring
long-term residents over short-term residents; that question
raises equal protection considerations.
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governments, but who does not meet the residency requirements,
cannot qualify no matter how great a contribution that person
might make to an evaluation of the efficiency of state agencies
and programs. The materials forwarded with the draft bill
explain that the suggested program will not merely compensate
residents for past contributions, but will be provided in return
for a current service to the state. However, there 1iIs no
mechanism for determining which of the state®s current residents
are actually able to provide the service; the presumption is made
that long term residency equals capability. A court could well
conclude that the purpose of the bill is not to evaluate the
efficiency of state programs, but rather to benefit a particular
class of citizens defined by residency. IT the court accepted
the stated purpose, it could well find that the "fit" between the
purpose and the means of accomplishing i1t (that 1is, 1identifying
the class by residency requirements) was not substantial. In
either case, the program will probably fare no better (or worse)
than the existing program.

In sum, if the purpose of a bill which replaces the
existing longevity bonus program is to find a clearly legal and
valid method of benefitting senior citizens, the draft bill fails
that purpose. The draft bill would almost certainly result 1in
litigation, and has no significant Ilegal advantages over the
present program.

Please let us know if we can be of any further
assistance.

Sincerely,

DV:jf



POSITION PAPER: LONGEVITY SERVICE PROGRAM

The Longevity Service Program is offered as an viable alternative to
our current Longevity Bonus Program which was recently ruled un—
constitutional by the courts. Although eligibility requirements of
the new Longevity Service Program will be identical to those of the
existing Longevity Bonus Program, the intent and the structure of
the new program will be quite different. "

The Longevity Bonus Program was founded on the premise that the
contributions and sacrifices of the pioneers of our state should be
recognized and rewarded. The program was designed to assist those
senior Alaskans who were present at Statehood and who have elected
to remain here during their retirement years. Although admirable in
purpose, the program did not survive the court challenge of res—
idency requirements.

The Longevity Service Program also recognizes the contributions of
those who founded our great state. But in addition, it recognizes
the potential for continuing service to Alaska by our most knowledg—
eable and valued residents. The financial compensation it will

offer is not intended merely as reward for past service, as was the
case with the Longevity Bonus, but will be provided in return for
current service to the state.

Under the program, all qualified Seniors would enter into a contract—
ual agreement with the state to provide efficiency evaluations of
state agencies and programs. The performance evaluations would

advise the Governor and the various departments on how to better
serve the people of our state. They would also be utilized in
planning and developing new programs.

The evaluations would be made on standardized forms to be provided
on an annual or semi-annual basis. In return for their evaluations
program participants would be compensated in monthly increments.

Few would disagree that the wealth of knowledge possessed by our
most senior citizens is unique. They have witnessed and partici—
pated in the metamorphosis of Alaska from frontier territory to
richest state in the union. They possess an unmatched historical
perspective and are thus best able to evaluate the state ™ current
performavce and direction in providing public services.

The Longevity Service Program proposes to tap that wealth of unique
knowledge. It is not proposed as an arbitrary reward to a select
few for undefined services past, but as compensation to qualified
individuals for specific and valuable service in the present. It
would be a job relationship and like any job, there would be minimun

qualification standards. *x , [

Representative Mike Szymanski



IN THE HOUSE BY SZYMANSKI
HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Historical Perspective
Commissions relating to the purposes, powers and
duties of the Historical Perspective Commission; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.21 1is amended by adding new sections to read:
ARTICLE 8. HISTORICAL PERSPECTIVE COMMISSION.

Sec. 44.21.410. HISTORICAL PERSPECTIVE COMMISSION. (a) The
Historical Perspective Commission 1is established in the Department of
Administration. The members of the commission include

(@) the commissioner of administration or the commis—
sioner®s designee; and

(2) six state residents who are eligible to contract with
the state under AS 44.21.410 - 44.21.490; appointed by the governor.

(b) In making the appointments required by (a)(2) of this sec—
tion the governor shall attempt to assure representation of low-income
persons and minorities and representation from rural and urban areas
of the state.

(c) Members appointed wunder (a)(2) of this section serve
four-year terms and at the pleasure of the governor.

(d) A vacancy in the membership of persons appointed under
(a)(2) of this section shall be filled by appointment by the governor.
The person appointed shall serve for the unexpired portion of the

term.



Sec. 44.21.420. MEETINGS. (a) The commission shall meet at the
call of the chairperson, at the request of a majority of the members,
or at a regularly scheduled time as determined by a majority of the
members. The commission shall meet at least four times each year.

(b) A majority of the members of the commission constitutes a
guorum for conducting business and exercising the powers of the com—
mission.

(©) The commission shall elect one of 1i1ts members as chair—
person, and may select other officers it considers necessary.

Sec. 44.21.430. COMPENSATION. Members of the commission receive
no compensation for their services, but are entitled to per diem and
travel allowances authorized by law for other boards and commissions
under AS 39.20.180.

Sec. 44.21.440. POWERS AND DUTIES. (a) The commission shall
contract with eligible state residents to prepare annual historical
perspective evaluations of state government under AS 44.21.450 and to
perform other duties that may be assigned by the commission. Con—
tracts shall be awarded, within the limits of appropriations made to
the commission, to eligible applicants in the order that applications
are received by the commission.

(b) The commission shall prepare an annual report on the opel
tion and efficiency of state government from an historical perspec—
tive, based on the historical evaluations submitted by eligible state
residents. The report shall be prepared on or before July 1 of the
year following the year for which the historical evaluations have been
submitted. The report shall be submitted to the governor and the
legislature and shall be made available to the public.

Sec. 44.21.450. HISTORICAL PERSPECTIVE CONTRACTS. A contract
entered into between the commission and an eligible state resident

-2-



(1) shall be for a period of one calendar year;

(2) shall require the contracting state resident to prepare
an evaluation of state government, on a form provided by the commis—
sion, from that resident®s historical perspective as a resident of
both the territory and State of Alaska;

(3) may require that other work be performed by the con—
tracting resident, not to exceeda total of 100 hours;

() shall provide for a contract payment to the eligible
stateresident in the amount of $3,000, payable in monthly
installments during the term of the contract.

Sec. 44.21.460. ELIGIBILITY. To be eligible to contract with
the commission under AS 44.21.410 - 44.21.490, a person must

(1) be a state resident for at least one year immediately

before entering the contract;

(2) have resided in the Territory of Alaska for at least 10
years before January 3, 1959;

(3) have reached the age of 21 before January 3, 1959;

(4) have resided in the state at least 10 years after

January 3, 1959; and

(5) be 65 years of age or older at the time the contract is

entered into.
Sec. 44.21.490. DEFINITIONS. " In AS 44.21.410 - 44.21.490

(1) "commission” means the Historical Perspective Commis—
sion; and

(2) "state resident™ means an individual who is physically
presentin the state with the 1intent to remain in the state indefi—
nitely and to make a home 1in the state; a person demonstrates the
requisite intent only by maintaining a principal place of abode in the
state for the one year required by AS 44.21.460(1) and by providing
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other proof of 1intent the commissioner may vrequire by regulation,
including proof that the person 1is not claiming residency outside the
state or obtaining benefits under a claim of residency outside the

state.

* Sec. 2. Of the 1initial six members of the Historical Perspective
Commission appointed by the governor under AS 44.21.410(a)(2), two shall be

appointed to two-year terms, two to three-year terms, and two to four-year

terms.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.-
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MEMORANDUM

TO: Representative Joe Hayes
Representative Jack Fuller
Representative Joe Flood”

FROM: Mark K. Johnson
Staff Counsel
Representative Flood

SUBJECT: Meeting with Senate staff and consultant on Longevity Bonus

Upon the invitation of the counsel to the Senate Judiciary Committee,
John Gabrielli, | met this morning with him and Jon Tillinghast of
Birch, Horton, Bittner & Monroe for the purpose of listening to

a conference phone calLl with representatives of a major insurance
company on alternatives to the longevity bonus program.

Primarily, my purpose was to gain some understanding of the Senate®s
efforts in the durational residency area. To date, the focus of
those activities has been the longevity bonus program.

Although the identity of the insurance firm was not revealed to nme,
Tillinghast and Gabrielli requested information from them on three

different proposals involving the longevity bonus and the permanent
fund dividend program:

(a) The first was an annuity program based on using the permanent
fund dividend as principal. Individuals would elect (or be required?)
to place their permanent fund dividends into the annuity for a period
of five years, when their account would become "vested™,and then
when reaching retirement age, the earnings would be paid out over
time,

(b) lue second was a program based upon taking a percentage of
the permanent fund dividend and placing that amount into a fund that
would be used to make monthly payments to eligible individuals of a
certain age. This would be very much like the present national
social security program.

(c) The third plan calls for using all or a portion of the
permanent fund dividend to fund a group health 1insurance progranm
for the elderly and for others that wish to participate.



Gabrielli indicated that the Senate was looking at roughy 7 other
proposals for programs to amend or replace the longevity bonus.
He also indicated that they have not, to any significant degree,
addressed any of the other durational residency questions.

In the course of the conference call, Tillinghast indicated that
his report will be submitted to the Senate on March 7.
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ISSUES IN LONGEVITY BONUS LEGISLATION

Background I H AAEX

Last year the U.S. Supreme Court struck down Alaska“s
original Permanent Fund dividend distribution program. The
Court ruled in the Zobel case that the program®s cumulative
residency requirements violated the Equal Protection Clause of
the U.S._Constitution.

Within a month of the Zobel decision, Axichorage-area
resident Rodney Vest challenged the Alaska longevity bonus
(ALB) program on equal protection grounds. The program pays
$250 per month to all Alaska residents over 65 who: (a)
resided in Alaska before Alaska achieved statehood on January
3, 1959; and () have resided in Alaska at least 25 years.

Vest is 68 years old and bega* his residence in Alaska
three months after statehood. The court has certified his suit
as a class action, which means that he represents all other
individuals who might claim the longevity bonus program®"s
residency requirements are unconstitutional.

Concerned that the lawsuit could force an immediate end to
the program, the Legislative Council agreed last August with
Vest to use its "best efforts”™ to obtain legislation addressing
Vest®s lawsuit in return for Vest®"s promise bo stay the litiga—

tion until the end of the 1983 legislative session. Under the
agreement, the Legislative Council promised to seek
/islation which: (1) "treats equally” all one-year Alaska

residents 65 or over; and (2) retroactively pays those indi—
viduals who have been denied bonuses in FY83.

IT the legislation called for in the stay agreement is
enacted during this regular session, the suit will be dis—
missed. IT this legislation is not enacted. Vest"s lawyers
have announced their intention to continue the litigauion and
sue for retroactive payments for the class for back years -
perhaps back to 1972.

Issues
1. What are the chances the state will win 1in court?
The Legislative Council entered this agreement on the

advice of the Department of Law and other c-ounsel that the
current law is unconstitutionally discriminatory. The



Department of Law has since described the program as
indefensible. Virtually every attorney who has considered the
subject believes the current law is unconstitutional and woiild
be struck down by the courts.

The statute which created the program in 1972 ir specif—
ically non-severable; 1if any provision is struck down, the
entire statute falls. If the court fAnds the program unconsti—
tutional, the court will probably order all payments stopp-"d.

2. What is the purpose of the longevity bonus program?

The 1972 legislation creating the program suggested four
purposes:

(@ reward the past contributions of Alaska®™s pioneers?

(b) provide a financial incentive for Alaska®s pioneers to
remain in the state in the face of the state®s high cost of
living;

(c) retain the wisdom and experience of Alaska®s pioneers;
and

(d) compensate for past hardships - such as the inability
to vcte in federal elections - suffered by Alaska®"s pioneers.

The Zobel case and other recent constitutional decisions
strongly imply that these purposes cannot legally sustain the
program, either because the purposes are impermissible, or
because the program®s methods are not rationally related to

these purposes. The program®s supporters often offer two
additional purposes which - wunlike the current law - apply to
a program which makes payments to all senior citizens, not just
pioneers. These additional purposes are;

(e) diversify the age structure of Alaska®s population by
encouraging elderly people to live in the state; and

(f) provide income supplements and relief to Alaska“"s
elderly , who have a lower average income than the rest of the
adult population.

3. What are the options?

Numerous approaches have been suggested for this problem.
They include;

(@) continue to litigate, making zero or minor changes in
the current law;

(b) continue to litigate, but make the statute severable
and amend the law to provide for a more likely constitutional



"back-stop” plan to be triggered by an injunction against, the
program;

(c) open up the program to all one-year Alaska residents
over 65, and then close it in FY84, giving all recipients a
"grandfather™ right to continue receiving benefits?

(d) open up the program to all one-year residents over 65
on an indefinite basis?

(e) phase out the longevity bonus program by reducing the
monthly payments each year, either with or without simultaneous
gradual increases in public assistance;

(f) open up the program - with reduced benefits - to all
one-year residents over 65 on a temporary basis while the
Legislature arid administration investigate other options;

(g) phase out the longevity bonus program by increasing
the age of eligibility each year;

(h) end the program;

(i) replace the longevity bonus program with an annuity
program, either immediately or gradually;

() "buy out™ all one-year Alaska residents over 65 as of
the end of FY84 by paying them the amount of payments they
would have received over their likely lifespans, and then end
the program;

(k) replace the longevity bonus program with comprehensive
health insurance for Alaska®"s elderly; and

(1) limit longevity bonus payments to those elderly
individuals who can prove that the payments would help relieve
especially heavy financial pressures to relocate out of the
state.

The first six options - fight the lawsuit, fight the
lawsuit with a backstop trigger, grandfather one-year resident
senior citizens, open the program indefinitely, phase out the
program, and open up the program temporarily while considering
the long-run options - are receiving the most attention 1in the
session®s final days.

The fourth option - open the program indefinitely - 1is
contained in HB36*. flgrtMU and SB215. The first bill* would
use General Fund monies to finance the opened-up program.

SB.215, which has passed the Senate, would use 12.5 percent of
the Permanent Fund®s annual 1income for this purpose.

Because current law earmarks one-half of the Fund®s 1income
to pay Permanent Fund dividends, passage of SB215 would reduce
annual dividends by 25 percent. (The other half of the



interest earnings are re-invested in the Fund so as- to protect
it against inflation.) This year, the dividend would be cut
from about $350 to about $250.

The administration has cii ..-“ited a proposal to implement
the fifth option, phase-out. T r proposal would reduce
longevity bonus payments by $25 Tionth each year for 10 years
— thus eliminating the program - while simultaneously in—

creasing old age assistance by the same amount.
4. Population issues.

Population estimates for Alaska®s elderly vary widely,
both as to the number of them today and their likely growth
rate. Calculations made from estimates provided by the
Department of Revenue and Dr. Scott Goldsmith of the University
of Alaska indicate, however, that almost 20,000 Alaskans will
be eligible for this program in FY86. This is double the 9,731
current recipients.

More controversial still is the impact of 1induced
in-migration and reduced out-migration caused by an opened-up
longevity bonus program itself. This is the "X factor”™ 1in the
population equation, because no one can predict the long-run
impact of paying $3,000 to each senior citizen ($6*000 per cou—

ple) .

What is clear is that Alaska is a much different place 1in
1983 than it was 1in 1972. The state is also changing all the
time in ways that make this a more attractive place for the
elderly to live. The cost of living i1s lower, relative to
costs in the Lower 48, than it used to be. The state also has
more amenities such as improved medical facilities, improved
transportation services (such as bus systems) , and high-
er-quality television.

Elderly people are thus now more likely to stay 1in the
state as they get older, and even more likely to come from the
Lower 48 to live, particularly if they have family here.

Senior citizens have doubled in number in the past decade, a
rate of growth substantially greater than that of the rest of
the population.

5. Impacts of alternatives.
(a) Impacts on future litigation.

The current law is clearly unconstitutional, sc any
strategy predicated on fighting the lawsuit will result 1in
defeat. IT the Legislature elects to litigate, attorneys
familiar with the case predict that defeat will come in Septem—
ber when the Superior Court jJjudge hearing the case rules the
law unconstitutional.



Legal opinions are divided on the constitutionality of the
"grandfather"™ option. Opening up the class of eligible recipi—
ents to include people over 65 who were one-year residents as
of FY84 would resolve the Vest suit. The Department of Law
thinks, however, that it may well bring another one - which
would probably be successful. Several private attorneys with a
record of successful constitutional challenges have also said
the grandfather plan would be vulnerable to attack on equal
protection grounds. On the other hand, Legislative Counsel, and
private counsel retained by the Senate to research constitu—
tional residency questions believe that while the question 1is
certainly debatable, analogous precedents suggest the grandfa-—
ther plan would be found constitutional.

(b) Impacts on recipients.

All but three of the plans outlined above will lead to
immediately reduced benefits for existing recipients. The
exceptions are the options of continuing to litigate, grandfa—
thering, and indefinitely opening up the program at $250/month
of General Fund monies. Continuing to litigate, however - at
least without making the statute severable or adding a backstop
constitutional plan triggered by the first adverse court ruling
— will almost certainly lead to a sudden termination of the

program. Most lawyers predict that the judge hearing the case
will not only find the current law unconstitutional, but will
also order payments stopped pending appeal. ts,

SB215 does not contain an explicit reduction of benefi
but it will result in reduced longevity bonus payments by
holding total payments to a total of 12.5 percent of Permanent
Fund 1income. Calculations based on the Revenue-Goldsmith
estimates indicate projected monthly payments over the next
five years will be:

FY84 $204
FY85 $142
FY86 $184
FY87 $224
FY88 $243
Tne Department of Administration™ projections track these
estimates closely. SB215 co-sponsor Sen. Bill Ray, however,
accepts neither these figures nor the Department ™. The report

on SB215 provided by the Senate Ad Hoc Committee on Residency
predicts that under the legislation®™ longevity bonus payments
will fall below the current $250/month in at least one year,
FY85.

Phasing out the longevity bonus program while 1increasing
public assistance would leave a bad taste in the mouth of many
recipients, who feel the bonus is not "welfare” but a reward
for past contributions to Alaska. On the other hand, phasing
out the bonus program without simultaneously increasing public



assistance would hurt many of Alaska®s poorest peo ple, some of
whom depend on this monthly check. Other recipients are
apparently among the wealthiest residents of the state.

Finally, SB215 would reduce the Permanent Fund dividends
of Alaska®s elderly by 25 percent, just as it would reduce the
annual dividends of all Alaskans. Even though the elderly
would receive Permanent Fund income through their longevity
bonus payments, the link between dividends and Fund performance
represented by the dividends might be diluted for them as well
as for other Alaskans,

(c) Impacts on the state budget.

The uncertainty about the numbers of elderly Alaskans
today and in the future makes estimates of long-run costs a
risky enterprise. It is clear, however, that the price tag
will be high. The following is a rough approximation of the
total cost of each option over the next 10 years:

10-year phase-out of ALB
without increases 1in
public assistance $230,000,000)

Current progranm $460,000,000

10-year phase-out of ALB
with increases 1in public
assistance $540,000,000)

SB215 (uses 12.5 percent of
Permanent Fund income to
open up ALB program
indefinitely to all
one-year residents over
65) $675,000,000

Open up ALB program
indefinitely to all
one-year residents over
65 at $250/month $775,900,000

(The cost of grandfathering at current payment levels has
not been estimated, but it would be lower than opening up the
program indefinitely and will decrease - rather than increase
- each year after FY84.)

Choosing to fight the Vest lawsuit also endangers the
public treasury. 7is stated above, Vest"s attorneys have
announced their intention to press for retroactive payments
going back farther than FY83 if the Legislature does not abide
by the stay agreement.



These retroactive payments could cover the entire decade
the program has been in effect, and could amount to $40-80
million dollars. Enrolling those individuals owed retroactive
payments for the past 10 years would also pose substantial
problems in administration, as some could be in Arizona or
Australia today.

(d) Impacts on state policy.

Opening up the program to all one-year residents 65 or
over will increase Alaska®"s population above what it would be
otherwise, although no one can say by how much. This 1increased
population of elderly would have some beneficial effects; it
would allow extended families to stay or come together, for
example, thereby reducing the sense of isolation felt by many
Alaskans today. There may, however, be significantly cheaper
methods of increasing the numbers of senior citizens in Alaska
than paying more than three quarters of a billion dollars in
the next 10 years.

SB215 also carries more than the obvious cost of reducing
every Alaskan % annual Permanent Fund dividend by 25 percent.
The Senate bill would also increase Alaska®"s elderly popu-—
lation, although the "ceiling"” represented by 12.5 percent of
the Permanent Fund®s income would reduce payments and thus not
cause as much population growth as simply opening up the
program at the current $250/month.

Critics raise three additional concerns about SB215;

— The taking of 12.5 percent of Permanent Fund income may
create a precedent for other groups wanting their own share of
the Fund®"s income.

— Taking 25 percent of everyone®s Permanent Fund dividends
to fund a program which makes payments to about three percent
of Alaskans seems inequitable to some. Although SB215 support—
ers argue that all Alaskans will eventually receive longevity
bonus payments, this is clearly untrue, because some will die
before reaching 65.

— Using Permanent Fund income to finance the Ilongevity
bonus program does not, as SB215 supporters claim, "take
Alaska®™s senior citizens out of the budget process,™ because
the Legislature must still appropriate the payments each year.

6. A proposal

Two facts stand out from the current mass of confusion
surrounding the longevity bonus program: (@ it will be found
unconstitutional; and (b) almost everyone believes that some
program meeting the special needs of some of Alaska®s senior
citizens should be retained, but there is little agreement on
what that program should look like.

?-



With these points in mind, the Legislature should consider
a plan which would maintain the program™ payments at
$250/month in the short run, and search for a long-run so-—
lution.

During the next two years, the Legislature would study the
program®s public policy goals, the elderly"s current population
and future growth rates, and long-term fiscal feasibility of
various options,, A legislative committee should be charged
with 1investigating policies for the elderly used in other
states and nations, and take testimony from a. broad
cross-section of the Alaska public through statewide hearings.

(a) Advantages of proposal.
This plan has five major advantages:

— It would resolve the Vest lawsuit, thereby avoiding the
possibility of a court finding the program unconstitutional and
ordering its immediate termination

— It would avoid steep reductions 1in payments, as it would
be unfair to cut off current recipients without warning. This
plan provides higher annual incomes for Alaska®s senior citi—
zens than does the Senate plan in each of the next two years.
FY84 figures follow:

House Senate
Longevity bonus $3000 $2448
Permanent Fund dividend 350 260

$3350 $2708

— It steers clear of the special dedications of Permanent
Fund income the Legislature has thus far avoided.

— It recognizes reality. The courts are forcing the
Legislature to change the law. Alaska®"s elderly population 1is
increasing significantly, and will increase faster in the years
to come while oil revenues decline.

— It buys time for the Legislature, the administration,
and the public to consider the long-run options for dealing
with this complex problem without locking us 1into a "solution"”
we may soon regret.

(b) Disadvantages of proposal.

This plan®s great disadvantage is also one of 1its greatest
advantages. Delay can allow either reflection or inertia. The
work needed to find a long-range solution to> this problem might
not get done.



Another significant disadvantage is immediate cost. FY84
costs could climb above the $30.2 million currently budgeted by
as much as two-thirds.

Finally, there will be some administrative problems caused
by the need to verify several thousand claims for FY83 retroac—
tive payments. This administrative difficulty can be reduced
by the Legislature®s first acknowledging the state®"s liability
for the payments, but delaying the appropriation until FY85.
This will allow the Department of Administration time to enroll
retroactive claimants and present an accurate budget to the
Legislature at the beginning of the 1984 session.

(c) Where do we go from here?
Alaska is a special place, and that special quality comes

less from its scenic beauty or natural resources than from the
people who choose to live here.

The special quality of Alaskans is obv~? Vn our spirit
of innovation. That 1innovative spirit is demo rated by three
unique public institutions: the Permanent Fu the Permanent
Fund dividends, and the longevity bonus payments. All three

are too important to have their fates decided in a rush.
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MEMORANDUM State of Alaska

to. Frederick Muller DATE. December

Deputy Commissioner /Cr* rtLLIYLLI
Personnel Management FILE NO /W DEC .7jjf
Department of Administration

TELEPHONE NO: 465-4400 e\ i

from. Vernon L. Perry *.))» SUBJECT: Alaska Longevity.
Director Bonus PrograiiS»~/prpp”
Division of Pioneers® Benefits and Present Status or
Longevity Bonus Vest v. Schafer

Department of Administration CA Mo. 1JU-S2-1103

AS 47_.45.010 provides for a monthly bonus payment from the State of
Alaska to residents v ..o have reached the age of 65, were domiciled 1in
the territory on or before January 3, 1S5S, and have maintained a
continuous domicile in Alaska for at least 25 years.

On July 6, 1982, Rodney G. Vest filed suit upon the state, chal—
lenging the legality of the domicile requirements for the bonus. Mr.
Vest is a 67 year old man who moved to Alaska three months after January

*3, 1S5S and bases his suit on the United States Supreme Court decision
on June 14, 1982, which struck down the residence requirement of the
Permanent Fund dividend distribution program, declaring it in effect
created different classes of Alaskans, thereby violating the Consti—
tution®s equal protection mandate.

The bonus law contains a nonseverability clause, which states: "If
any provision of this act, or the application of a provision of this act
to any person or circumstance 1is held invalid, this entire act shall be
considered invalid." In order to protect the current recipients of the
bonus, the attorney general 1initially proposed a settlement agreement
which would eliminate the present domicile requirements and open up the
Longevity Bonus Program to all residents of Alaska who are 65 years old
and lived 1iri Alaska for six months. However, a compromise was reached
by the attorneys for the parties whereby Mr. Vest agreed to shelve his
suit and 1in return on August 13, 1932, the Alaska Legislative Council
agreed to propose legislation to treat all Alaskans 65 or older equally.

Gn August 16, 1932, the parcies filed a proposed settlement agree—
ment,”and on August 24, 1982, the court ordered all actions and proceed—
ings to the case stayed through and including the date of adjournment of

first regular session of the 13th Alaska Legislature or June 30,
l;co, whichever occurs First in time, except to maintain the cause as a

CCrA(Pev, 10/79) tAsb ¥zdas /S/sT &S vy j



Mr. Frederick Muller December 7, 1982

class action. The court acknowledged the right of the parties to the
action tc agree that the matter shall be stayed for a period of time and
to agree that the Alaska Legislature Council shall utilize 1its best
efforts to secure the enactment of legislation that treats equally all
persons of the age of 65 or older who have been residents of the state
for one year or longer with respect to their residential qualifications
to receive any longevity bonus payments or substitute benefits from July
1, 1982, and thereafter for as long as the legislature may determine to
continue such a program. On Octo"ber 1, 1982 an order _was fTiled
certifying class and directing notice to class members.

VP/dlIr
6/12G6-C8/LB1

cc: Marian Schafer
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

FIRST JUDICIAL DISTRICT

RODNEY G. VEST, CONFIDENTIAL

Plaintiff,
V.

MARIAN SCHAFER and STATE OF
ALASKA,

Defendants.

Case No. 1JU-82-1103 Civ.
AGREEMENT AND ORDER OF SETTLEMENT

WHEREAS, in 1972 the Alaska Legislature enacted the
Alaska Longevity Bonus Program (AS 47 .45.010 ejt. seq.) which
currently provides, inter alia, for the payment of $250 for each
month of continued residency by bona fide Alaska residents over
the age of 65 who were domiciled in Alaska on or before January
3, 1959 and who have maintained a continuous domicile 1in Alaska
for 25 years;

WHEREAS, the purpose of the Alaska Longevity Bonus
Program 1is among other things, to reward elderly Alaskans for
their past contributions to the state and territory, and for past
hardships suffered during territorial and early statehood days.
AS 47.45.170;

WHEREAS, since 1972, the State of Alaska 1in good faith

has administered the Longevity Bonus Program in the belief that



the rewarding of prior residency was a constitutionally
permissible purpose;

WHEREAS, in upholding the State®s prior Permanent Fund
Dividend distribution program, the Alaska Supreme Court ruled
that "reward[ing] those Alaska residents who have chosen to stay"
is a constitutionally permissible purpose. Williams v. Zobel,
619 P.2d 448, 460 (Alaska 1980);

WHEREAS, Justices Dimond and Matthews, 1in dissenting in
Williams v. Zobel, believed that the Longevity Bonus Program
would withstand constitutional scrutiny (619 P.2d at 469, n.13);

WHEREAS, on June 14, 1982, the United States Supreme
Court, 1in invalidating Alaska®"s prior Permanent Fund Distribution
Program, ruled that a statutory purpose of rewarding prior
residency was constitutionally impermissible. Zobel v. Williams,

U.sS. , 80-1146;

WHEREAS, because of the U.S. Supreme Court®s decision
in Zobel v. Williams, it appears the Longevity Program may not be
deemed constitutional;

WHEREAS, a serious and good faith disagreement has
developed and the Alaska Legislative Council questions whether
the appropriate remedy 1is to expand the class of recipiants of
monthly longevity bonuses, or alternatively, to invalidate the
entire program and cease payment of monthly bonuses to any

person;
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WHEREAS, this uncertainty regarding the appropriate
remedy derives from &2, Ch. 205, SLA 1972, which provides, with
respect to the Longevity Bonus Program:

IfT any provision of this Act, or the

application of a orovision of this Act to

any person or cirjumstances 1is held invalid,

this entire act shall be considered invalid.

WHEREAS, wunless and until the question of appropriate
remedy is resolved by this court, or a settlement of this
controversy 1is achieved, it is reasonable and prudent that the
State of Alaska continue to administer the Longevity Bonus
Program in the manner provided by statute;

WHEREAS, on July 6, 1982, Plaintiff Rodney Vest filed
the above-captioned action, seeking as relief his inclusion in
the Longevity Bonus Program of "any . . . bona fide Alaska
resident who is 65 years or older....". Complaint, Prayer for
Relief, para. 2;

WHEREAS, ON July 23, 1982, Plaintiff Vest filed an
amended complaint seeking to have this case certified as a class
action under Alaska Rule of Civil Procedure 23 on behalf of all
bona fide Alaskans of the age of 65 or older, and further seeking
as alternative relief the invalidation of the Longevity Bonus
Program, or the payment of retroactive bonuses ™"in amount equal
to what they would have been entitled to obtain under the program

had the unconstitutional criteria never been in place or



enforced.” First Amended Complaint, Prayer for Relief, paras.
4-6.

WHEREAS, there are currently 9,124 recipients of
monthly longevity bonuses, and many of these recipients are of
modest means, and depend upon the monthly bonus for sustenance,
and the termination of the longevity bonus payments to these
individuals could cause great and irreparable harm;

WHEREAS, because of the uncertainty with respect to the
appropriate remedy, the parties are desirous of settling this
litigation in a manner which affords meaningful relief to
Plaintiff Vest and others similarly situated, but v/hich also
ensures the continuation of monthly bonus payments to existing
recipients;

WHEREAS, the parties are further desirous of achieving
a settlement which will finalize and constitute a full and final
accord of the rights and liabilities of the parties hereto;

WHEREAS, there may be as many as 4,000 persons who are
similarly situated with Plaintiff Vest - to wit, bona fide
Alaskans of the age of 65 or over - who are not currently
receiving longevity bonus payments because of the residency
requirements of the statute;

WHEREAS, the parties agree that, because of the nature
of the rights of recipients involved in this litigation, a
one-year residency requirement 1is reasonable, necessary and

appropriate in order to demonstrate bona Tfide Alaskan residency;



WHEREAS, a full and final settlement of the parties”
rights and liabilities hereto cannot be achieved until all
persons similarly situated with Plaintiff Vest are certified as a
class under Alaska Rule of Ci-Til Procedure 23(c);

WHEREAS, the settlement envisioned by the parties
includes the retroactive payment of longevity bonuses to
plaintiff class commencing and including July 1, 1982;

WHEREAS, the payment of such retroactive bonuses to an
expanded class of recipients would require the appropriation of
sums above the amount currently appropriated for the longevity
bonus program for fiscal year 1982-83. Moreover, and because of
the Alaska Legislative Council®s view of the non-severability
clause, quoted above (effecting the expansion of the class of
longevity bonus recipients), such payments may require the
enactment of curative legislation;

WHEREAS, it is therefore necessary, 1in order to
effectuate this settlement, for appropriate legislation to be
enacted;

WHEREAS, the Alaska Legislature 1is a coordinate branch
of government of the State of Alaska, and 1is represented in this
action by the Attorney General;

WHEREAS, notwithstanding the above, the Attorney
General cannot 1in any manner bind or compel the Alaska

Legislature in the exercise of its legislative powers;
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WHEREAS, on July 16, 1982, the Alaska Legislative
Council moved to participate in the above-captioned action as
amicus curiae, it is agreed that the Alaska Legislative Council
may participate 1in all negotiations of any settlement, the filing
of briefs and may participate in oral arguments; however, the
Alaska Legislative Council agrees that it will not be involved in
discovery proceedings in the event the case is ultimately
litigated and will not become otherwise involved in accordance
with the terms of this settlement agreement;

WHEREAS, and while the Alaska Legislative Council
cannot bind the Alaska Legislature in the exercise of its
legislative powers, the Alaska Legislative Council can and 1is
willing to commit its best efforts to the enactment of
appropriate legislation during the first regular session of the
13th Alaska Legislature;

WHEREAS, and subject to (1) the certification of
plaintiff class, (2) the Superior Court®s approval of a
settlement proposal herein, and (3) the commitment of the Alaska
Legislative Council to use its best efforts in the enactment of
appropriate legislation, plaintiff class is agreed that such
action will provide full and adequate consideration for the
promise ar.d agreement of plaintiff class not to seek relief 1in
any form with respect to the Longevity Bonus Program through and

including the adjournment of the first regular session of the



13th Alaska Legislature or June 30, 1983, whichever ever event
comes first in time;

WHEREAS, nothing herein 1is to be construed as an
admission by the State of Alaska as to the unconstitutionality of
the Longevity Bonus Program;

WHEREAS, except with respect to the good faith of the
State and its agents, nothing herein 1is to be construed as an
admission by either party in the event the settlement agreed to
here 1is not consummated;

NOW THEREFORE THE PARTIES STIPULATE AND AGREE AS
FOLLOWS:

1. All actions and proceedings 1in the above-capti
case, other than:

(a) the certification of plaintiffs class

(b) the approval by the Superior Court for the State of

Alaska, First Judicial District of this proposed

settlement agreement, and

(¢) any further approval by the court necessary to

consummate the settlement agreement after the

certification of plaintiffs class,
are stayed through and including the date of adjournment of the
first regular session of the 13th Alaska Legislature or June
30th, 1983, whichever event occurs TfTirst in time. Procedures for
class certification shall be submitted to the Court for review no

later than September 10, 1932, and the parties will request the



Court to render its order with respect to the notice procedures
forthe said class no later than September 24th, 1982. Notice to
the class shall be transmitted, along with the proposed
settlement and the conditions necessary to affectuate the
settlement, on or before October I1lth, 1982. The State of Alaska
will undertake reasonable efforts to assist Plaintiff to locate
those persons 65 years or older as of July 1, 1982, who have been
bona fide Alaska residents in the state of Alaska for one year
immediately prior to that date. In the event this settlement
agreement is not consummated for whatever reason, but the class
certification has been certified by the court as set forth above,
the Plaintiff shall not be precluded from seeking an enlargement
of the class and a certification thereof so as to include other
persons having a shorter residential duration within the State
and may also seek a greater retroactive recovery.

2. The Alaska Legislative Council shall utilize
best efforts to secure the enactment, during the Tfirst regular
session of the 13th Alaska Legislature, of che following
legislation;

(a) Legislation which treats equally all bona fi
Alaska residents of the age of 65 or older with respect to their
residential qualifications to receive any "longevity bonus
payments™ or any substitute benefits from July 1, 1982 and
thereafter for as long as the legislature may determine to

continue such a program. Bona fide Alaska residents are those
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who continuously resided in the state for one year immediately
prior to the date of eligibility; and

()] Any appropriation whicn might be required
the legislation described in paragraph (a), including the
retroactive payment of bonuses.

3. IT the Alaska Legislature passes legislation
described in 2(a)-(b) above at any time during the first regular
session of the 13th Alaska Legislature and the Governor signs the
said legislation or otherwise allows 2(a)-(b) to become law so
that 2(a)-(b) will be effective no later than Ninety days after
enacted, the above action shall be dismissed with prejudice,
subject only to the determination of attorney fees by the Court.

4. IT the above-captioned action 1is dismissed under
paragraph 3 above, all claims or rights of any class member
(except thosf- class members who exercise their right to opt out
under Rule 23 of the Alaska Rules of Civil Procedure), with
respect to the Longevity Bonus Program, shall be merged into the
judgment of dismissal and extinguished;

5. IT the Legislation described in 2(a)-(b) above 1is
not enacted during the first regular session of the 13th Alaska
Legislature or in any event no latir than June 30, 1983, then
this agreement shall be null and void, except that the Plaintiff
and the class certified, together with any additional members, if

there is an enlargement of the class, may prosecute this case as

T«



if this agreement had not been entered into, it being the intent
of the parties that certification of the plaintiff class, or the
enlargement thereof, shall not be affected 1if this agreement
becomes null and void;

6. The obligation of the Alaskr. Legislative Council
under 2 herein 1is contingent upon certification of plaintiff
class under Alaska Rule of Civil Procedure 23(c), which class
shall include each and every individual of the age of 65 or older
who, as of July 1, 1982, had continuously resided one year
immediately preceding that date within the State of Alaska, and
in the event that a class 1is certified which 1is less inclusive
than as above described, the State of Alaska has reserved the
right to waive the protections of this paragraph in whole or 1in
part. Nothing in this paragraph 1is intended to modify or affect
the certification of the class or the right of the Plaintiff to
enlarge the class if this agreement becomes null and void.

DATED this day of , 1982.

DATED: ZP, C~aU -
Attorney for Defenda
Marian Schaefer and
State of Alaska

WILSON L. CONDON
ATTORNEY GENERAL

DATED: N3t
Plaintiff

Henry J. Camarot
Camarot, Sandberg & Hunter

-10-
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the rewarding of prior residency was a constitutionally
permissible purpose;

WHEREAS, 1in upholding the State®"s prior Permanent Fund
Dividend distribution program, the Alaska Supreme Court ruled
that "reward[ing] those Alaska residents who have chosen to stay"
is a constitutionally permissible purpose. Williams...v. Zobel,
619 P.2d 448, 460 (Alaska 1930);

WHEREAS, Justices Dimond and Matthews, 1in dissenting in
Williams v. Zobel, believed that the Longevity Bonus Program
would withstand constitutional scrutiny (619 P.2d at 469, n.13);

WHEREAS, on June 14, 1982, the United States Supreme
Court, 1in 1invalidating Alaska®s prior Permanent Fund Distribution
Program, ruled that a statutory purpose of rewarding prior
residency was constitutionally impermissible. Zobel v. Williams,

U.sS. , 80-1146;

WHEREAS, because of the U.S. Supreme Court"s decision
in Zobel v. Williams, it appears the Longevity Program may not be
deemed constitutional;

WHEREAS, a serious and good faith disagreement has
developed and the Alaska Legislative Council questions whether
the appropriate remedy 1is to expand the class of recipients of
monthly longevity bonuses, or alternatively, to invalidate the
entire program and cease payment of monthly bonuses to any

person;
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WHEREAS, this uncertainty regarding the appropriate
remedy derives from 8 2, Ch. 205, SLA 1972, which provides, with
respect to the LongevityBonus Program:

If any provision of this Act, or the

application of a provision of this Act to

any person or circumstances 1is held invalid,

this entire act shall be considered invalid.

WHEREAS, unless and until the question of appropriate
remedy is resolved by this court, or a settlement of this
controversy 1is achieved, it 1is reasonable and prudent that the
State of Alaska continue to administer the Longevity Bonus
Program 1in the manner provided by statute;

WHEREAS, on July 6, 1982, Plaintiff Rodney Vest filed
the above-captioned action, seeking as relief his inclusion 1in
the Longevity Bonus Program of "any . . . bona fide Alaska
resident who 1is 65 years or older...."_. Complaint, Prayer for
Relief, para. 2;

WHEREAS, ON July 23, 1982, Plaintiff Vest filed an
amended complaint seeking to have this casecertified as a class
action under Alaska Rule of CivilProcedure 23 on behalf of all
bona fide Alaskans of the age of 65 or older, and further seeking
asalternative relief the invalidation of the Longevity Bonus
Program, or the payment of retroactive bonuses "in amount equal
to what they would have been entitled to obtain under the progranm

had the unconstitutional criteria never been in place or



enforced.” First Amended Complaint, Prayer for Relief, paras.
4-6.

WHEREAS, there are currently 9,124 recipients of
monthly longevity bonuses, and many of these recipients are of
modest means, and depend upon the monthly bonus for sustenance,
and the termination of the longevity bonus payments _to these
individuals could cause great and irreparable harm;

WHEREAS, because of the uncertainty with respect to the
appropriate remedy, the parties are desirous of settling this
litigation in a manner which affords meaningful relief to
Plaintiff Vest and ethers similarly situated, but which also
ensures the continuation of monthly bonus payments to existing
recipients;

WHEREAS, the parties are further desirous of achieving
a settlement which will finalize and constitute a full and final
accord of the rights and liabilities of the parties hereto?

WHEREAS, there may be as many as 4,000 persons who are
similarly situated with Plaintiff Vest - to wit, bona fide
Alaskans of the age of 65 or over - who are not currently
receiving longevity bonus payments because of the residency
requirements of the statute;

WHEREAS, the parties agree that, because of the nature
of the rights of recipients involved in this litigation, a
one-year residency requirement 1is reasonable, necessary and

appropriate in order to demonstrate bona fide Alaskan residency;



WHEREAS , a full and final settlement of the parties”
rights and liabilities hereto cannot be achieved until all
persons similarly situated with Plaintiff Vest are certified as a
class under Alaska Rule of Civil Procedure 23(c);

WHEREAS, the settlement envisioned by the parties
includes the retroactive payment of longevity bonuses to
plaintiff class commencing and including July 1, 1982;

WHEREAS, the payment of such retroactive bonuses to an
expanded class of recipients would require the appropriation of
sums above the amount currently appropriated for the longevity
bonus program for fiscal /ear 1982-83. Moreover, and because of
the Alaska Legislative Council®s view of the non-severability
clause, quoted above (effecting the expansion of the class of
longevity bonus recipients), such payments may require the
enactment of curative legislation;

WHEREAS, it is therefore necessary, 1in order to
effectuate this settlement, for appropriate legislation to be
enacted;

WHEREAS, the Alaska Legislature is a coordinate branch
of government of the State of Alaska, and 1is represented 1in this
action by the Attorney General;

WHEREAS, notwithstanding the above, the Attorney
General cannot 1in any manner bind or compel the Alaska

Legislature 1in the exercise of its legislative powers;



C C

WHEREAS, on July 16, 1982, the Alaska Legislative
Council moved to participate 1in the above-captioned action as
amicus curiae, it 1iIs agreed that the Alaska Legislative Council
may participate in all negotiations of any settlement, the filing
of briefs and may participate 1in oral arguments; however, the
Alaska Legislative Council agrees that it will not be involved 1in
discovery proceedings 1in the event the case 1is ultimately
litigated and will not become otherwise involved in accordance
with the terms of this settlement agreement;

WHEREAS, and while the Alaska Legislative Council
cannot bind the Alaska Legislature 1in the exercise of its
legislative powers, the Alaska Legislative Council can and is
willing to commit its best efforts to the enactment of
appropriate legislation during the first regular session of the
13th Alaska Legislature;

WHEREAS, and subject to (1) the certification of
plaintiff class, (2) the Superior Court®s approval of a
settlement proposal herein, and (3) the commitment of the Alaska
Legislative Council to use its best efforts in the enactment of
appropriate legislation, plaintiff class is agreed that such
action will provide full and adequate consideration for the
promise and agreement of plaintiff class not to seek relief in
any form with respect to the Longevity Bonus Program through and

including the adjournment of the first regular session of the



C C

13th Alaska Legislature or June 30, 1983, whichever ever event
comes Tfirst in time;

WHEREAS, nothing herein 1is tc be construed as an
admission by the State of Alaska as to the unconstitutionality of
the Longevity Bonus Program;

WHEREAS, except with respect to the good faith of the
State and 1its agents, nothing herein 1is to be construed as an
admission by either party in the event the settlement agreed to
here 1is not consummated;

NOW THEREFORE THE PARTIES STIPULATE AND AGREE AS
FOLLOWS;

1. All actions and proceedings in the above-capt
case, other than:

(a) the certification of plaintiffs class

(b) the approval by the Superior Court for the State of

Alaska, First Judicial District of this proposed

settlement agreement, and

(¢) any further approval by the court necessary to

consummate the settlement agreement after the

certification of plaintiffs class,
are stayed through and including the date of adjournment of the
first regular session of the 13th Alaska Legislature or June
30th, 1983, whichever event occurs Tfirst in time. Procedures for
class certification shall be submitted to the Court for review no

later than September 10, 1982, and the parties will request the
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Court to render its order with respect to the notice procedures
forthe said class no later than September 24th, 1982. Notice to
the class shall be transmitted, along with the proposed
settlement and the conditions necessary to affectuate the
settlement, on or before October 11th, 1982. The State of Alaska
will undertake reasonable efforts to assist Plaintiff to locate
those persons 65 years or older as of July 1, 1982, who have been
bona fide Alaska residents 1in the state of Alaska for one year
immediately prior to that date. In the event this settlement
agreement 1is not consummated for whatever reason, but the class
certification has been certified by the court as set forth above,
the Plaintiff shall not be precluded from seeking an enlargement
of the class and a certification thereof so as to include other
persons having a shorter residential duration within the State
and may also seek a greater retroactive recovery.

2. The Alaska Legislative Council shall utilize
best efforts to secure the enactment, during the first regular
session of the 13th Alaska Legislature, of the following
legislation;

(a) Legislation which treats equally all bona f
Alaska residents of the age of 65 or older with respect to their
residential qualifications to receive any "longevity bonus
payments”™ or any substitute benefits from July 1, 1982 and
thereafter for as long as the legislature may determine to

continue such a program. 3ona fide Alaska residents are those



who continuously resided in the state for one year immediately
prior to the date of eligibility; and

(b) Any rppropriation which might be required
the legislation described in paragraph (a), 1including the
retroactive payment of bonuses.

3. IT the Alaska Legislature passes legislation
described in 2(a)-(b) above at any time during the first regular
session of the 13t'n Alaska Legislature and the Governor signs the
said legislation or otherwise allows 2(a)-(b) to become law so
that 2(a)-(b) will be effective no later than Ninety days after
enacted, the above action shall be dismissed with prejudice,
subject only to the determination of attorney fees by the Court.

4. IT the above-captioned action is dismissed under
paragraph 3 above, all claims or rights of any class member
(except those class members who exercise their right to opt out
under Rule 23 of the Alaska Rules of Civil Procedure), with
respect to the Longevity Bonus Program, shall be merged 1into the
judgment of dismissal and extinguished;

5. IT the Legislation described in 2(a)-(b) above is
not enacted during the first regular session of the 13th Alaska
Legislature or in any event no later than June 30, 1983, then
this agreement shall be null and void, except that the Plaintiff
ana the class certified, together with any additional members, if

there 1is an enlargement of the class, may prosecute this case as
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if this agreement had not been entered into, it being the intent
of the parties that certification of the plaintiff class, or the
enlargement thereof, shall not be affected 1if this agreement
becomes null and void;

6. The obligation of the Alaska Legislative Council
under 2 herein is contingent upon certification of plaintiff
class under Alaska Rule of Civil Procedure 23(c), which class
shall include each and every 1individual of the age of 65 or older
who, as of July 1, 1982, had continuously resided one year
immediately preceding that date within the State of Alaska, and
in the event that a class 1is certified which 1is less inclusive
than as above described, the State of Alaska has reserved the
right to waive the protections of this paragraph in whoie or in
part. Nothing 1in this paragraph 1is intended to modify or affect
the certification of the class or the right of the Plaintiff to
enlarge the class 1if this agreement becomes null and void.

DATED this ___ day of , 1982.

DATED: 131Kk CLAoU.
Attorney for Defenaa rt 7
Marian Schaefer and ,
State of Alaska

WILSON L. CONDON
ATTORNEY GENERAL

DATED: A /

for Plaintiff

Henry J. Camarot
Camarot, Sandberg & Hunter

- 10-



DATED:
for Alaskc

Legislative Cou ,il
Amicus Curiae

William Ruddy
Robertson, Monagle,
Eastaugh & Bradley

0O RDETR

IT IS SO ORDERED.

DATED:
Hon. Walter Carpeneti

Superior Court Judge

/
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA

FIRST JUDICIAL DISTRICT

RODNEY G. VEST, CONRDEHII

Plaintiff,

V.

MARIAN SCHAFER and STATE OF
ALASKA,

Defendants.

Case No. 1JU-82-1103 Civ.
AGREEMENT AND ORDER OF SETTLEMENT

WHEREAS, in 1972 the Alaska Legislature enacted the
Alaska Longevity Bonus Program (AS 47 .45.010 et. seqg-.) which
currently provides, inter alia, for the payment of $250 for each
month of continued residency by bona fide Alaska residents ever
the age of 65 who were domiciled in Alaska on or before January
3, 1959 and who have maintained a continuous domicile in Alaska
for 25 years;

WHEREAS, the purpose of the Alaska Longevity Bonus
Program 1is among other things, to reward elderly Alaskans for
their past contributions to the state and territory, and for past
hardships suffered during territorial and early statehood days.
AS 47.45.170;

WHEREAS, since 1972, the State of Alaska 1in good faith

has administered the Longevity Bonus Program in the belief that
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MEMORANDUM State of Alaska

TO Rebecca 3urcn February 16, 1983

Special Assistant DATE
Department of Administration
FILE NO
465-3250
TELEPHONE NO:
FROM: Jon B. Wolfe, E e Director SUBJECT- Health Care

Older Alaskans i ion ’ Statistics
Department of Administration for the Elderly

Attached is a leaflet entitled "A Profile of Older Americans”_published by
the American Association of Retired.Persons. Included are some health and
health care statistics which may be of interest to you.

At the conference | attended in Seattle last week, the following statistics
concerning the elderly and institutions were mentioned:

5% of the nation®"s seniors 65 years of age and older are in
institutions

7% of the nation®"s seniors 75-85 years of age are in institutions

22% of the nation®"s seniors 85 years of age and older are in
institutions

72% of the seniors 65 years and older own their own homes
23% of the seniors 65 years and older live in rented dwellings
5% of the seniors 65 years and older are in institutions

52% of the seniors 75 years and older own their own homes

I hope that this information is helpful to you. If you need additional
or more specific information on health care for senior citizens, please let
me know.

Attachment

res 20 ]SS3
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Pioneers®™ Homes

Longevity Bonus

Older Alaskans Coirmissicn
Aging Grants

Senior Citizen Housing Development Grant

Serior r,-\7ex1 Homeowners Property Tax
Lxenp- ~

Senior Cituen i-anters Property Tax
Equivalency Program

Senior Citizen Special Sewer/Water
Assessment Program

Senior Citizen Motor Vehicle Registration
Tax Payment
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Honorable Bill Sheffield
Governor

Page 2 January 31, 1983

DH&SS - Home Health Skilled Nursing
Generalized Public Health Nursing
Services to Seniors through Alcohol & Drug
Abuse Programs and Mental Health Programs
Adult Eesidential Care
Homemaker
Hone Health Aide -
0ld Age Assistance
ifedicaid
General Belief Medical

In addition, a variety of programs enhance the quality of life and
the elderly are eligible, although programs may not be limited to them.
These programs and services include:

Free ferry service off-season

F_ae sport fishing, hunting, and trapping licenses
Energy assistance programs

Bulk fuel assistance to rural communities

Aid to the blind

Aid to the disabled

General relief

Social work services

legal services

Some lIccal coimmties offer additional help in the form of
Senior sales tax relief and, Senior transportation passes.

State general Funds have also assisted in construction of senior
centers throughout the State

Municipal Assistance Funds have been provided with the
understanding that Iccal governments could elect .to spend funds with a
great deal of discretion (including the potential to.provide services
for elderly or other select groups of the population).

State Income Taxes have been dropped, eliminating that financial
drain on seniors.

There a e also two federal programs which have been cut bad-:,
causing a potential deterioration in senior lifestyle:

CETA - have reduced human sem/ices subsidized staff
BIA - General assistance



Honorable Bill Sheffield
Governor
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Below is an overview of the range of programs which contribute to
the currant lifestyle of Alaskan seniors. The dollar value of those
programs, traditionally grouped as Social and Economic Assistance for
the Aged, are listed here for FY "82.

FY 81 FY 82 FY 83
Actual Adjusted Governor-"s
Operating
___ Budget
Social and Economic Assistance TOTAL FUNDS IN THOUSANDS

for the Aged Program Area $ 49,340.9 $ 56,700.3 $ 65,955.4

longevity Bonus 19,708.2 26,802-4 29,214.5
Pioneers®™ Hemes 12,549.4 14,015.8 19,385.9
Office on Aging 7,639.6 0.0 0.0
Aging Grants 0.9 7,989.1 8,367.2
Senior Citizens Tax Relief 2,669.5 2,445.0 2,722.1
Senior Citizens Housing
Development 61.9 91.3 93.8
0ld Age Assistance 3,945.2 5,025.1 5,789.1
Older Alaskans Commission 0.0 331.6 382.8
*Debt Service - Pioneers®™ Homes 1,471.3 0.0 0.0
*Debt Service - Senior Citizens
Housing 1,295.8 0.0 0.0

Source: Executive Budget Bcok 1, Fiscal Year 1983
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PROGRAM AREA MEASURES
This chart shews the number of individuals receiving benefits
under Aged Program services listed on the previous page.

Actual Estimated Estimated
Fy 81 FY 82 FY 83
Number of persons provided
Transportation 5,500 4,800 * 5,000
(number of rides) 207,241 209,000 277,000
Escort 700 750 850
Information and Referral
(number of cases closed) 1,570 2,800 1,700
Homemaker Services 40 .40 100
Congregate teals 4,620 5,082 6,000
(number of meals) 138,360 152,196 180,617
Nutrition Education 3,034 3,100 3,200
0ld Age Assistance 2,214 2,368 2,498
Pioneers” Homes
Ambulatory 303 355 365
Skilled Nursing 160 179 285
Longevity Bonus 8,527 8,833 9,076
Senior Citizens" Tax Relief 4,666 5,027 5,641



ACTr1INISTHanON Pioneersl Hoires
longevity Bonus
Older Alaskans Ccrmissicn
Aging Grants

CSPA Senior Citizen Housing Development Grant

Senior Citizen Homeowners Property Tax
Exemption

Senior Citizen Fenters Property Tax
Equivalency Program

Senior Citizen Special Sever/Water
Assessment Program

Serror Citizen footer Vehicle Fegistraticn
Tax Payment
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DH&SS - Home Health Skilled Nursing
Generalized Public Health Nursing
Services to Seniors through Alcohol & Drug
Abuse Programs and Mental Health Programs
Adult Residential Care
Homemaker
Home Health A:de -
Old Age Assistance
Medicaid
General Belief Medical

In addition, a variety of programs enhance the quality of life and
the elderly are eligible, although programs may not be limited to them.
These programs and services include:

eFree ferry service off-season !
Free sport fishing, hunting, and trapping licenses
Energy assistance programs

Bulk fuel assistance to rural carmunities

Aid to the blind

Aid to the disabled

General relief

Social work services

Legal services

Seme local communities offer additional help in the form of
Senior sales tax relief and, Senior transportation passes.

State general Funds have also assisted in construction of senior
canters throughout the State

Municipal Assistance Funds have been provided with the
understanding that lccal governments could elect to spend funds with a
great deal of discretion (including the potential to.provide services
for elderly or other select groups of the population).

State Income Taxes have been cropped, eliminating that financial
drain on seniors.

There are also two federal programs which have been cut back,
causing a potential deterioration in senior lifestyle:

CETA - have reduced human services subsidized staff
BIA - General assistance
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Below is an overview of the range of programs which contribute to
the current lifestyle of Alaskan seniors. Hie dollar value of those
prograirs, traditionally grouped as Social and Economic Assistance for
the Aged, are listed here for FY 7B2.

FY 81 FY 82 FY 83
Actual Adjusted Governorls
Operating
Budget
Social and Economic Assistance TOTAL FCINES IN TKCUSANES
for the Aged Program Area $ 49,340.9 $ 56,700.3 $ 65,955.4
Longevity Eonus 19,708.2 26,802.4 29,214.5
Pioneers®" Homes 12,549.4 14,015.8 19,385.9
Office on Aging 7,639.5 0.0 0.0
Aging Grants 0.0 7,989.1 8,367.2
Senior Citizens Tax Relief 2,669.5 2,445.0 2,722.1
Senior Citizens Housing
Development 61.9 91.3 93.8
O0ld Age Assistance 3,945.2 5,025.1 5,789.1
Older Alaskans Commission 0.0 331.6 382.8
*Dabt Service - Pioneers”™ Homes!1,471.3 0.0 0.0
*Cebt Service - Senior Citizens
Housing 1,295.8 0.0 0.0

Source: Executive Budget Ecok 1, Fiscal Year 1983
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PROGRAM AREA MEASURES
This chart shows the nurrber of individuals receiving benefits
under Aged Program services listed on the previous page.

Actual Estimated Estimate*
FY 81 FY 32 FY 83
Number of persons provided
Transportation 5,500 4,800 5,000
(number of rides) 207,241 209,000 277,000
Escort 700 750 850
Information and Referral
(number of cases closed) 1,570 2,800" 1,700
Hcnelraker Services 40 . 40 100
Congregate Meals 4,620 5,082 6,000
(number of meals) 138,360 152,196 180,617
Nutrition Education 3,034 3,100 3,200
Old Age Assistance 2,214 2,368 2,498
Pioneers®™ Homes
Ambulatory 303 355 365
Skilled Nursing 160 179 285
Longevity Bonus 8,527 8,833 9,076

Senior Citizens® Tax Relief 4,666 5,027 5,641



HOUSING GRAIN PROGRAM

The Department of Community and Regional Affairs, Housing Assistance
Division, administers two housing grant programs, The following is

a brief summary of each:

[, SUPPLEMENTAL MOUSING DEVELOPMENT GRANT

Subject to available funding grants may be madejto
Regional Housing Authorities to supplement approved
Federal loans or grants from the United States Department

of Housing and Urban Development,

I, SENIOR CITIZENS HOUSING DEVELOPMENT GRANT
i
Subject to available funding grants may he made to
y ...
MUNICIPALITIES OR PUBLIC OR PRIVATE NONPROFIT
CORPORATIONS FOR THE PURPOSE OF DEVELOPING SENIOR

CITIZEN HOUSING,

FOR FURTHER INFORMATION CONTACT:

Dick Pryor, Housing Administrator
Department of Community and Regional Affairs

Housing Assistance Division

2600 Denali Street, Suite W
Anchorage, Alaska 90503

OR ANY DIVISION FIELD OFFICE

OR CALL TOLL FREE ZE;IITH-AS85

('Bt& i& eau/oti caj ex/stsaj<E 7tc& etfAiL



SENIOR CITIZEN HOUSING DEVELOPMENT FUND
January 21, 1983

FUND FINANCIAL SUMMARY:

$ 7,500,000 FY*®"76 Bond Issue
16,000,000 FY181 General Fund Appropriation
10,000,000 FY"82 General Fund Appropriation
33,500,000 Total Funds Available
-29,820,728 Funds Committed to Projects
$ 3,679,272 Funds Currently Available

We presently have seven grant applications totaling $12,730,000 Tn
various stages of the application process. Of the seven pending
applications we expect threeof them to be complete and ready for us
to comit funds within threeto six months. This will totally
commit our available funding.

The Housing Assistance Division has requested 2.5 million dollars in
our FY184 budget request for the continuation of this program.

HOUSING UNITS AND LOCATION
The following number of senior citizen housing units in the

corresponding locations have been built or are under construction
using grant funding from the program.

NUMBER OF UNITS LOCATION

18 WASILLA

40 FAIRBANKS

60 JUNEAU

50 KETCHIKAN

12 KAKE

24 BETHEL

30 SEWARD

22 CORDOVA

18 SELDOVIA

24 PETERSBURG

48 CHUGIAK/EAGLE RIVER

24 WRANGEL

18 VALDEZ

10 NINILCHIK

24 KENAT

24 HOMER

120 ANCHORAGE

23 VARIOUS SITES OF 2 OR 3 UNITS EACH
536 TOTAL

Achieving a total of 586 units of housing was possible by taking
advantage of all available federal 1loan and grant programs to
provide the maximum number of units with the available combined
federal and state funding.



SENIOR CITIZEN TAX RELIEF PROGRAMS
Alaska Department of Community ~ Regional Affairs
Local Government Assistance Division
Office of the State Assessor

Tne Department of Community and Regional Affairs operates lour
Senior Citizen tax relief programs.

THE SENIOR CITIZEN HOMEOWNER®"S PROPERTY TAX EXEMPTION PROGRAM . ™
exempts the permanent dwelling of a resident, bo years ox age and

older, from municipal property tax. The Senior Citizen applies, to
tne municipality for tills exemption prior to Jauaury 15 of each

year. The municipality gives tne Senior Citizen an exemption on
tne property tax and then applies to the State tor reimhufsement.
of tax revenues lost. b4

THE SENIOR CITIZEN RENTERS PROPERTY TAX EQUIVALENCY PAYMENT
provides property tax reliet to resident Senior Citizens, age bb
and over, wtio reside in rental housing. Eligible applicants are
reimDursed for the amount of property tax that is included in
their rent. The Senior Citizen applies directly to the Department
for this payment. o o

THE SENIOR CITIZEN SPECIAL SEWER/ WATER ASSESSMENT PROGRAM
provides tor deterred payment oi special assessments levied jy
municipalities for sewer/water 1installations. Tne Senior Citizen
files tne initial application tor this exemption with-Cue
municipality. State reimbursement 1is provided to the municipality
for revenue lost in operation of the program. The exemption
requires that a lien, 1in favor of trie State, be filed on the
property. Tne lien becomes due and payacle upon sale or transter
of the property except to a spouse, wiuow, widower or minor heir.
Tne claimant must file witn the Department by March 15 of each
subsequent year a separate application in order to retain tne
deferment.

THE SENIOR CITIZEN MOTOR VEHICLE REGISTRATION TAX PAYMENT

exempts cue localiy imposed, scate collected annual registration
tax on a motor venicle owned by a Senior Citizen. The Senior
Citizen completes an exemption form at tne time of registration.
The exempted amount 1is reimbursed to municipalities by the State.

For furtuer information on tliese programs contact:

Office of the State Assessor
Pouch BH

Juneau, Alaska 99811

Phone: Zenith 2222 (toil tree)
In Juneau call: 465-4783

PV/1f/0996U
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Home Delivere
Meals

OLDER ALASKANS COMMISSION

SFY 83 Budget and Estimated Expenditures

Title 111
General Funds

Title 111 Administrative Funds
includes State funds

2.2% $182.8 Title V Admin.

2.2% $192.4 F.B.Il.F.

1.7% $144.0 RSA-DHSS Med Alert
1.4% $120.0 USDA

8% $70.0  LTC

7% $60.9 F.B. 1_.F.-0.P_A_G.
s $50.0 Sr. Advocacy Assist.
4% $29.5 Capital Projects

-4% $30.0 Title 1VA
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BY THE RULES COMMITTEE BY
IN THE REQUEST OF THE GOVERNOR

BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Jlongevity bonus
program and adult public assistance for the aged, and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. (@) The residency requirements of ch. 205, SLA 1972 have
been challenged in the superior court of the state. The purpose of this
Act is to protect those Alaskans who are most dependent on the Alaska
longevity bonus program to meet their basic needs. This Act, therefore,
phases out the bonus program while raising the eligibility level for adult
public assistance for the aged, so that needy older Alaskans will not
suffer a diminution of resources,

(b) The Jlegislature recognizes that the original Alaska longe
bonus program was 1intended to provide older Alaskans with the financial
means to remain in the state, and that it was intended to expire of its own
terms without broadening the group of eligible recipients indefinitely. It
is the intent of this Act to accomplish the same purposes, and, by reducing
benefits over a 10-year period, to avoid a sudden reduction in resources to
those Alaskans who presently receive the bonus.

* Sec. 2. AS 47.45.010(a) 1is amended to read:

(@) A person who 1is 65 years of age or over, who has be
resident of the state for 12 consecutive months immediately before
application, and who 1is domiciled in the state, [WAS DOMICILED IN THE
TERRITORY ON OR BEFORE JANUARY 3, 1959 AND WHO HAS MAINTAINED A

CONTINUOUS DOMICILE 1IN THE TERRITORY OR STATE FOR 25 YEARS] may apply
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Law

to the commissioner of administration for qualification to receive ¢
monthly bonus of $250. The amount of the bonus is decreased by $2f
each year on July 1 of that year, fr* 10 years, beginning July 1,
1983.

Sec. 3. AS 47.45.010(c) 1is amended to read:

(©) A person who otherwise qualifies to receive a bonus prov
for in AS 47.45.010 -- 47.45.170 may continue to do so only as long as
that person remains domiciled [HE CONTINUOUSLY RETAINS A DOMICILE] 1in
the state.

Sec. 4. AS 47.45.150 1is amended by adding a new subsection to read:
(3) "resident" means a person who, except for short

absences, 1is physically present in the state with the intent to remain

permanently, and who, during any short absence, intends to return to

the state.

Sec. 5. AS 47.45.170 1is amended to read:

Sec. 47.45.170. PURPOSE. Thesole purpose of this chapter is to
offer and provide all law-abiding A" skans capable of managing their
own affairs who [HAVE MAINTAINED A CILE IN THE STATE FOR AT LEAST
25 YEARS AND] have reached a reti _ment age of 65, an 1incentive to
continue uninterrupted residency in the state. Under no circumstances
shall this chapter be considered a form, type, or manner, of public
relief. Bonuses made under this chapter are not predicated on need
even though they may appear to provide supplemental income to some
gualified persons who would otherwise be forced to become
responsibilities of the state.The legislature further finds and
states that this legislation recognizes the economic hardships
suffered by many elderly Alaskans, Alaskans who through their tenacity
and perseverance molded Alaska as we know it through skillful

application of their talents. These pioneers are the same Alaskans,
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who in the prime of their life were iIn effect treated as second-class
citizens by the federal government and who paid much of their
hard-earned 1income to a government 1in which they did not have the
right to participate through the power of the ballot. The legislature
also is aware of the fact that many of these pioneers have been forced
to live out their retirement years 1in areas far away from the land
they loved and nurtured and thereby also suffering, in many cases, the
loss of familial relationship with their own kin, an experience that
is sad and frustrating to them as well as depriving new generations of
Alaskans of the benefits of their wisdom and experience. This
legislation hopefully will provide our pioneers with the economic
means to remain in and continue to serve their state and to enjoy the
opportunity of aiding the new Alaskan in making this state truly "The
Great Land."

* Sec. 6. A person whois qualified to receive an Alaska 1longevity
bonus on the effective date of secs. 1 -- 8 and 10 of this Act 1is presumed
to have met the qualifications of AS 47.45.010(a) and need not submit a new
application.

m Sec. 7. Notwithstanding the provisions of AS 47.45.080, a person who
becomes eligible under AS 47.45.010(a) as amended by sec. 2 of this Act and
who submits an application during 1983 may accrue bonuses retroactively to
July 1, 1982.

*  Sec. 8. AS 47.25.430 isamended by adding a newsubsection to read:

() The amount of financial assistance tothe aged, determined
under (b) of this section, 1is increased by $25 each year on July 1 of
that year for 10 years, beginning July 1, 1983 and ending July 1,
1992.

* Sec. 9. AS 47.45.010 -- 47.45.170 are repealed,

* Sec. 10. Sections 1 -- 5 of this Act are retroactive to July 1, 1982.
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Sec. 11. Sections 1 -- 8 and 10 of this Act take effect immediately

in accordance with AS 01.10.070(c).



Considerations on the Proposed
10 Year Phase-out

acknowledges our progressively tightening fiscal situation
avoids precipitous action to senior citizens

provides for the truly needy (existing program for old age
assistance could be modified including

a) return mail envelopes with a box number rather
than DHSS
b) home visits rather than office visits for deter—

mining eligibility
maintains the original intent of phasing out the program
avoids a rush of out-of-Staters by phasing out rather than

broadening the benefits and transferring to a need based
program over time

allows those with no financial need to continue receiving
some benefit for many years

maintains current provisions for out-of-state absences up
to .180 days which would still allow re-entry without a 1
year waiting period.



MEMORANDUM State of Alaska

T0; Honorable Lisa S. Rudd PATE March 30, 1983
Commissioner
Department of Administration FILE No 377-025-83

TELEPHONE NO:

Q- GOFSUChW/JV SUBJECT: .
Longevity bonus
Attorney General program legislation

465-3600

from. florman

Attached is a draft bill which reflects the decisions
regarding the longevity bonus program which were made this morn—

ing in Governor Sheffield"s office. The bill increases adult
public assistance for the aged as the bonus program is phased out
over a 10 year period. The bill is not contingent upon loss of

the lawsuit, and pays retroactive bonuses to the class certified
in the Vest suit to July 1, 1982.

A draft transmittal letter 1is also attached which ex—
plains the bill in more detail. You may want to use this letter
over your signature.

NCG:DV:md

02-001A (Rev 10/791
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The residency requirements of the Alaska longevity bonus
program have been challenged 1in court. The existing Act
contains a non-severability clause, so that if the resi—
dency requirements are struck, the entire Act will be iIn-—
valid. The attached bill would provide protection to
those older Alaskans who would be most harmed if the bonus
program were ended, but would not expand the group of re—
cipients, and resulting fiscal burden on the state, indef—

initely.

The bill phases out the Alaska Longevity Bonus Program
over a 10-year period, and 1increases the financial eli—
gibility level for adult public assistance for the aged by

a commensurate amount.

The bill repeals the existing residency requirements for
the bonus program and replaces them with a one-year
requirement. To be eligible, an individual must have been
physically present in the state, except for short
absences, for 12 months before application, and must
maintain a domicile, or primary residence, 1in the state.
Once a person 1is found to be eligible, the existing
requirements of continued domicile and no absence
exceeding 180 days remain the same. Persons who are
presently receiving the bonus are presumed to meet the

eligibility requirements.



The 1longevity bonus program 1is phased out over a 10-year
period by reducing the existing $250 monthly benefit by
$25 each year. At the same time, the amount of public
assistance available to the aged 1is increased by $25 per
year over what it otherwise would have been. In this way,

the bill will protect those older Alaskans who mE£st depend

on the bonus for their day-to-day needs, so that they suf—
fer no loss 1in 1income. Additionally, since the bonus is
phased out over 10 years, those persons who presently re—
ceive the bonus and plan on it will not suffer a precipi—

tous loss of income.

The original Longevity Bonus Program was intended to ex—
pire of its own terms when the last person who 1is eligible
under the residency requirements either leaves the state

or dies. The program was 1intended to provide Alaskans of
retirement age with the means to remain 1in the state.

This bill is in keeping with that original intent, in that
the program will be entirely phased out in a set period of
years, and at the same time some financial benefit is giv—

en to those who are now elderly.



BY THE RULES COMMITTEE E
IN THE REQUEST OF THE GOVERNOR

BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska longevity bonu
program and adult public assistance for the aged, an
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. (@) The residency requirements of ch. 205, SLA 1972 hav<
been challenged in the superior court of the state. The purpose of thi:
Act is to protect those Alaskans who are most dependent on the Alask*
longevity bonus program to meet their basic needs. This Act, therefore.,
phases out the bonus program while raising the eligibility level for adult
public assistance for the aged, so that needy older Alaskans will not
suffer a diminution of resources.

(b) The Jlegislature recognizes that the original Alaska long
bonus program was 1intended to provide older Alaskans with the financial
means to remain iIn the state, and that it was intended to expire of its own
terms withoutbroadening the group of eligible recipients indefinitely. It
IS the intentof this Act toaccomplish the same purposes, and, by reducing
benefits over a 10-year period, to avoid a sudden reduction 1iIn resources to
those Alaskans who presently receive the bonus.

* Sec. 2. AS 47.45.010(a) 1s amended to read:

(@ A person who 1s 65 years of age or over, who has been a
resident of the state for 12 consecutive months i1mmediately before
application, and who isdomiciled in the state. [WAS DOMICILED IN THE
TERRITORY ON OR BEFORE JANUARY 3, 1959 AND WHO HAS MAINTAINED A

CONTINUOUS DOMICILE IN THE TERRITORY OR STATE FOR 25 YEARS] may apply

1
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to the commissioner of administration for qualification to receive
monthly bonus of 3250. The amount of the bonus is decreased by $2
each year on Julv 1 of that year, for 10 years, beginning Julv 1_
1983.

Sec. 3. AS 47.45.010(c) is amended to read:

(c) A person who otherwise qualifies to receive a honus prov
for in AS 47.45.010 -- 47.45.170 may continue to do so_only as long as
that person remains domiciled [HE CONTINUOUSLY RETAINS A DOMICILE] in
the state.

Sec. 4. AS 47.45.150 is amended by adding a new subsection to read:”

(3) "resident” means a person who, except for short
absences, is physically present in the state with the intent to remain
permanently, and who, during any short absence, intends to return to
the state.

« Sec. 5. AS 47.45.170 is amended to read:

Sec. 47.45.170. PUPWPOSE  The sole purpose of this chapter is to
offer and provide all law-abiding Alaskans capable of managing their
own affairs who [HAVE MAINTAINED A DOMICILE IN THE STATE FOR AT LEAST
25 YEARS AND| have reached a retirement age of 65, an incentive to
continue uninterrupted residency in the state. Under no circumstances
shall this chapter be considered a form, type, or manner, of public
relief. Bonuses made under this chapter are not predicated on need
even though they may appear to provide supplemental income to seme
qualified persons who would otherwise Dbe forced to hbecome
responsibilities of the state. The legislature further finds and
states that this legislation recognizes the economic hardships
suffered by many elderly Alaskans, Alaskans who through their tenacity
and perseverance molded Alaska as we know it through skillful
application of their talents. These pioneers are the same Alaskans,
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who 1in the prime of their life were in effect treated as second-cla:
citizens by the federal government and who paid much of the:
hard-earned 1income to a government in which they did not have tt
right to participate through the power of the ballot. The legislatui
also is aware of the fact that many of these pioneers have been force
to live out their retirement years in areas far away from the lar
they loved and nurtured and thereby also suffering, injmany cases, th
loss of familial relationship with their own Kkin, an experience tha
is sad and frustrating to them as well as depriving new generations o
Alaskans of the benefits of their wisdom and -experience. Thi
legislation hopefully will provide our pioneers with the economi
means to remain in and continue to serve their state and to enjoy th

opportunity of aiding the new Alaskan in making this state truly "Th

Great Land."
* Sec. 6. A person who 1is qualified to receive an Alaska longevit;
bonus on the effective date of secs. 1 -- 8 and 10 of this Act 1is presume

to have met the qualifications of AS 47.45.010(a) and need not submit a ne\
application.

* Sec. 7. Notwithstanding the provisions of AS 47.45.080, a person whc
becomes eligible under AS 47.45.010(a) as amended by sec. 2 of this Act ant
who submits an application during 1983 may accrue bonuses retroactively ftc
July 1, 1982.

.* Sec. 8. AS 47.25.430 1is amended uy adding a new subsection to read:

(e) The amount of financial assistance to the aged, determinec
under (b) or thrs section, 1is increased by $25 each year on July 1 of

that year for 10 years, beginning July 1, 1983 and ending July 1,

1992.
* Sec. 9. AS 47.45.0iC -- 47.45.170 are repealed.
* Sec. 10. Sections 1 -- 5 of this Act are retroactive to July 1, 1982.

-3-
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Sec. 11. Sections 1 -- 8 and 10 of this Act take effect immediate!
In accordance with AS 01.10.070(c).

Sec. 12. Section 9 of this Act takes effect July 1, 1993.
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COMPARATIVE COSTS - in thousands

LONGEVITY BONUS PROGRAM - TOTAL PROGRAM COSTS

Existing 10 Year Phase-0Qut
(based on budget total cost
submission for
FY 84)

DOA DOA + DHSS = TOTAL
FY 84 30,491.5 47,508.1 + 10,203.7 = 57,711.
FY 85 34,768.0 34,644.6 + 11,690.0 = 46,334.
FY 86 37,972.0 32,599.1 + 13,287.7 = 45,886.
FY 87 41,176.0 29,912.8 + 15,001.3 = 44,914.
FY 88 44,380.0 26,585.7 + 16,841.7 = 43,427.
FY 89 47,584.0 22,617.8 + 18,816.4 = 41,434.
FY 90 50,788.0 18,009.1 + 20,939.2 = 38,948
FY 91 53,992.0 12,759.6 + 23,212.9 = 35,972.
FY 92 57,196.0 6,869.3 + 25,652.4 - 32,521.
FY 93 60,400.0 -0- +  28,273.4 = 28,273
458,747 .5 C'415A,424

*Cumulative
Cost FY 04 - FY 93

DOA
DUSS

Department of Administration
Department of Health and Social Services

Date 4/6/83

HB36
Malone

DOA
8 53,413.
6 46,498.
9 49,969.
1 53,441.
4 56,912.
2 60,384.

.3 63,855.
5 67,327.
7 70,798.
.4 74,270.

.87 596,870.

SB 215
Ray

EOa
53,413.
47,608.
52,426.
57,492.
62,814.
68,403.
74,270.
80,430.
86,891.
93,669.

677,420.

SB 200
Rodey

DOA
52,505.
45,151.
48,235.
51,319.
54,403.
57,488.
60,572.
63,656.
66,740.
69,824.

569,896.



FY84

FY85

FY86

FY87

FY88

FY89

FYO90

FYol

FY92

FY93

NOTE:

*

DIVISION OF PUBLIC ASSISTANCE

\ 5 cku

VA

10 - Year Phase Out - Longevity Bonus

ALB for ALB for Medicaid

existing New cases SGF Cost NET

0AA case — (cross— (cross— TOTAL SGF ANNUAL

Base load over) over) Cost Change
6762.2 690.0 2151.5 600.0 10203.7 3441.5
7263.3 1446 .0 2350.7 630.0 11690.0 4426.7
7802.9 2273.4 - 2549.9 661.5 13287.7 5484 .8
8381.2 3176.4 2749.1 694.6 15001.3 6620.1
9003.1 4161.0 2948.3 729.3 16841.7 7838.6
9670.5 5232.6 3147.5 765.8 18816.4 9145.9
10389.7 6398.7 3346.7 804.1 20939.2 10549.5
11159.5 7663.2 3545.9 844.3 23212.9 12053.4
11986.6 9034.2 3745.1 886.5 25652.4 13665.8
12877.3 10521.0 3944 .3 930.8 28273.4 15396.1

SGF cost shown, federal Medicaid match not included. All

costs above are SGF only.

Assumptions

IT

664 new OAA eligibles would cost $250.0 SGF 1in FY84 to cover under
Medicaid exclusive of Long Term Care.

Normally, 1 out of every 10 OAA recipients require Long Term Care
(LTC). Assuming 1in this instance that only 1 out of 25 (26
individuals) will require LTC at added cost of $350.0 SGF for FY84.
Currently there are an average of 60 vacant beds 1in nursing homes
throughout the State to accommodate this demand. Demand for LTC
will be lower from the ALB crossover individuals will be only 1 out
of 25 persons because of their eligibility for Pioneer®s Home
coverage and because attitude toward nursing homes in general will
cause them to find other alternatives wherever possible.

apr i M
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FISCAL NOTE Revision Date: T5bT
l. REQUEST I1. FISCAL DETAIL
Bili/Resolution No.: Agency Affected: Administration
Title:10-Year Longevity Bonus Phase-out Program Category Affected: Social Services
Sponsor: BRU, Program of Subprogram”) Affected:
Requestor: Longevity Bonus Program

EXPENDITURES/REVEN~S: (Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86 Fy 87 FY 88
OPERATING
100 PERSONAL SERVICES - 58.4 26.7 26.7 26.7 26.7
200 TRAVEL
300 CONTRACTUAL 43.5 26.5 27.0 " 27.5 .28.0
400 COMMODITIES 1.6 1.0 1.0 1.0 1.0
500 EQUIPMENT _
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC * 16,913.1 (177.6) (5,427.6) (11,318.4) (17,250.0
TOTAL OPERATING 17,016.6 (123.4) (5,372.5) (11,263.2) (17,794.3
CAPITAL
REVENUE
FUNDING: (Thousands of Do lars)
GENERAL FUND 17,016.6 (123.4) (5,372.9) (11,263.2) (17,794.3

FEDERAL FUNDS

OTHER (Specify Source)
POSITIONS:
FULL-TIME 1.0 1.0 1.0 1.0 1.0
PART-TIME 1.5 0.0 0.0 0.0 1.0
TEMPORARY
I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
Not identified.
V. ANALYSIS: Attach a separate page for any Analysis
Prepared B y f i c e r Phone: 465-4401
Division: Division of Pioneers®™ Benefits * Date: 3-30-83
Approved by Commissioner: Lisa Rudd Date: 3-30-83
Department: ADMINISTRATION "

Distribution:
Original
Copy to
Copy to
Copy to
Copy to

to Legislative Finance
Office of Management and Budget (for Legislature introduced bills)
Department (for Governor introduced bills)
Sponsor

Requestor (if different from Sponsor) 3/8/83

7/0330-02-1/BDGSF1



extended” iscal impact
10-Year Phase Out
Longevity Bonus Program.

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY 89 FY 90 FY 91 FY 92 FY 93
OPERATING

100 PERSONAL SERVICES 26.7 26.7 26.7 26.7 (159.4)

200 TRAVEL 4.7)

300 CONTRACTUAL . 28.5 29.0 29.5 30.0 (112.4)

400 COMMODITIES 1.0 1.0 1.0 1.0 (3.7)

500 EQUIPMENT
600 LAND & STRUCTURES -

700 GRANTS, CLAIMS, ETC ] (25,022.4) (32,835.6) (41,289.6) (50,384.4) (60, L20.0)

TOTAL OPERATING (24,966.2) (32,778.9) (41,232.4) (50,326.7) (60,400.2)
CAPITAL
REVENUE
FUNDING: (Thousands of Do" lars)

GENERAL FUND (24,966.2) (32,778.9) (41,232.4) (50,326.7)1(60,400.2)
FEDERAL FUNDS

1
OTHER (Specify Source) 1
1
POSITIONS:
FULL-TIME 1.0 1.0 1.0 1.0 ——- (6.07
PART-TIME 0.0 o o 0.0 0.0 0.0
TEMPORARY

7/0330-02-2/BDGSF1



IV. ANALYSIS: This bill changes the eligibility requirements for recipients of
Alaska®s Longevity Bonus, and would phase the program out entirely
over a ten-year period.

ASSUMPTIONS
1. Residency would be changed from 25 years to 12 consecutive months.
2. Residence on or before January 3, 1959 would be eliminated from eligibility

requirements.
3. Beginning July 1, 1983, the monthly bonus would be reduced $25 each year.

4. AlIl persons now receiving the bonus would continue as long as they remain
domiciled 1in Alaska.

5. Retroactive bonus payments may be paid to persons who would have been
eligible as of July 1, 1982, had the new statutes then been in effect.

6. The $25 per month reduction in Longevity Bonus funds would be offset by a
like increase in 0ld Age Assistance payments made under AS 47.25.430.

7. The Longevity Bonus Program would be phased out and cease on July 1, 1992.
Clerk V PFT (1 position) $ 26,730
Clerk Il PPT (3 positions) 31,680

$ 58,410 Personal Services (FY 84)

As a result of the Zobel case, State benefits which are based on length of

residency have come under scrutiny. In order to meet the constitutional require—
ment for treating all residents equally, the Alaska Longevity Bonus Program must
be modified to allow benefits to all qualifying Alaskan residents. This means

elimination of the existing 25-year residency requirement and for establishing
Alaskan domicile on or before January 3, 1959.

Assuming that a one-year Alaskan residence would beconstitutionally
acceptable, many people would immediately become eligible for the Bonus who do
not now qualify. Also, it is believed that some people from the lower 48 over
age 65 may move to Alaska in order to receive the Bonus when their one-year
residence 1is completed.

The actual number of additional people who would receive the Bonus is not
known . However, estimates by the Department of Administration indicate that
approximately 13,228 persons aged 65 and older presently live in Alaska, and it
is assumed that a majority of these people have lived inAlaska for at least one
year.

7/0330-02-3/BDGSF1



IV. ANALYSIS (Continued):

The Longevity Bonus Program has been growing Mndc existing regulations at
the rate of approximately 60 persons each month. . V- the increase of 3,803
applications expected by the liberalization of residency requirements, the
Program is expected to grow at the net rate of 89 persons per month as a growing
number of Alaskans reach age 65 and remain in the state for retirement.

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

This fiscal note offers an option which would gradually decrease the drain
on the State treasury, while allowing Longevity Bonus recipients the opportunity
to plan for future decreased income from State sources. The plan 1is basically
to reduce the amount of the Longevity Bonus monthly payments by $25each year,
until the program is phased out entirely on July 1, 1992.

The Longevity Bonus was originally designed to be phased out by making only
those who were Alaskan residents on or before January 3, 1959 eligible. The new
plan presented here escalates that phase-out process, while meeting all the
legal and constitutional tests, and at the same time will affect the existing
Longevity Bonus recipients 1in a minimal way. A loss of only $25 per month could
be accommodated by oldsters with insufficient monthly 1income byapplying for
assistance from the O0ld Age Assistance Program of the Department of Health and
Social Services. Increasing the income floor of this program provides a human—
itarian level of support for less affluent oldsters. This increase is dealt
with in a separate fiscal note submitted by the Department of Health and Social
Services.

Included in the above estimate of additional cost is $11,409,000, which
will be needed in FY 84 to pay retroactive benefits to as many as 3,803 Alaskans
who may receive payments under the clause which would allow payments back to
July 1, 1982, for those who would have been eligible had the new law then been
in effect.

The plan would result in monthly Longevity Bonus payments as follows:

FY 84 -$225 per month
FY 85 -$200 per month
FY 86 -$175 per month
FY 87 -$150 per month
FY 88 -$125 per month
FY 89 -$100 per month
FY 90 -$75 per month
FY 91 -$50 per month
FY 92 -$25 per month
FY 93 - Phased Out

7/0330-02-4/BDGSF1



REQUEST
Bill/Resolution No.;
Title:

H.B.
Longevity Bonus Program

STATE CF ALASKA
FISCAL NOTE

36 Agency Affected:

Revision Date:

Program Category Affected:

FISCAL DETAIL

Administration

March 31,

Social

1983

Services

Sponsor!" Malone BRU, Program of Subprogram(s) Affected:
Requestor: Longevity Bonus Program
EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
OPERATING
ICO PERSONAL SERVICES -0- 58.4 26.7 26.7 26.7 26.7
200 TRAVEL
300 CONTRACTUAL -0- 43.5 26.5 27.0 21-5 28.0
400 COMMODITIES -0- 1.6 1.0 1.0 1.0 1.0
500 EQUIPMENT e
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC -0- 22,818.0 11,676.0 11,943.0 12,210.0 12,477.0
TOTAL OPERATING -0- 22,921.5 11,730.2 11,997.7 12,265.2 12,532.7
CAPITAL
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND * - b -0- 22,921.5 11,730.2 11,997.7 12,265.2 12,532.7
FEDERAL FUNDS
OTHER (Specify Source)
POSITIONS:
FULL-TIME " -0- 1.0 1.0 1.0 1.0 1.0
PART-TIME -0- 1.5 -0- -0- -0- -0-
TEMPORARY
I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
Not identified by sponsor.
V. ANALYSIS: Attach a separate page for any Analysis
Prepared By ~ktiihfrsfrftTve Officer Phone: 465-4401
Division: Pioneersl Benefits Date: March 31, 1983
Approved by Commissioner: Lisa Rudd a- > Date:
Department: ADMINISTRATION"
stribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/S3
331-01-1/B~GSF1



IV. ANALYSIS: House Bill 36
March 31, 1963

ASSUMPTIGNS

(a) Residence requirements would change from 25 years to one year, and the
requirement for domicile in Alaska on or before January 3, 1959, would be

eliminated, (b) An estimated 3,803 additional persons would immediately
become eligible under the new regulations, (c) Retroactive payments 1in a
total amount of $11,409,000 to the approximately 3,803 persons who would have
been eligible on July 1, 1982. (d) That new applications would take time to

process, and first payments under the new law would be made on July 1, 1983.
(e) An increase in the Longevity Bonus staff will be needed to process the
initial flood of applications, and continuing increased staff will be neces—
sary to process the greater workload of the expanded progranm, (f) Annual
growth of the program will be approximately 89 per month.
Additional funds needed for FY84 are computed as fTollows:

Annual Cost

Personal Services $ 58,410

Clerk VvV, PFT (one position) $26,730
Clerk 11, PPT (three positions, 6 mo.) $31,680

Contractual Services 43,500
Added postage, bonus warrants, printing of new
regulations and application forms, data pro—
cessing charges, increased telephone tolls.

Commodities 1,600

Office supplies and file cabinets for application
and recipient files.

Grants (additional estimated 3,803 persons who will 11.409.000
be eligible for the Bonus due to one-year residence

requirement x 12 x $250)

Retroactive payments for those who would have been 11.409.000
eligible on July 1, 1982 (est. 3,803 x 12 x $250)

Additional FY84 funds required $22,921,510
For years beyond FY84, one additional PFT staff position needs to be retained,

along with appropriate contractual and commodities costs, plus grants based on
an estimated increase of 89 recipients per month.

7/0331-02/BDGSF1
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EXPEN

100
200
300
400
500
600
700

REQUEST
Bill/Resol
Title: Lo
Sponsor:

ution No
ngevity Bonus
Senator Roaey

S.B.200

STATE OF ALASKA

FISCAL NOTE IRevision Date:

1. FISCAL DETAIL
Agency Affected: Administration
Program Category Affected: Social
BRU,

Services

Requestor:

DITURES/REVENUES:

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT

LAND & STRUCTURES

(Thousands of Dollars)

FY 83

GRANTS,

CLAIMS, ETC

Total ope

CAPITAL

REVENUE

FUNDING:

GENERAL FUND
FEDERAL FUNDS

rating

OTHER (Specify Source)

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

1. SOURCE OF

Not

1v. ANALYSIS:

FUNDS TO OFFSET FISCAL

(Thousands of Do “lars)

identified by sponsor.

Attach a separate page for any Analysis

Prepared By -slc?r

Division:

Approved by Commissioner:
ADMINISTRATION

Department

distribution:

Original
Copy to
Copy to
Copy to
Copy to

Sponsor

/
- 401-01-1 /Rnnsbpm

Requestor

Pioneersl Benefits

Program of Subprogram!s) Affected:
Longevity Bonus Progranm

FY 84 FY 85 FY 86 FY 87 FY 88
58.4 (26.0) (26.0) (26.0) (26.0)
43.5 26.5 26.5 _26.5 26.5
1.6 1.0 1. 1.0 1.0
21,910.5 10,381.5 10,261.5 10,141.5 10,021.5
22,014.0 10,383.0 10,263.0 10,143.0 10,023.0
22,014.0 10,383.0 10,263.0 10,143.0 10,023.0
1.0 1 (1.0) (1.0) (1.0) (1.0)
1.5 ] 0 0 0 0
1
1
IMPACT OF BILL:
AWHTfrfcer” Phone: 465-4401
Date: April 4, 1983
Lisa Rudd y Date: I/s/gS{B

to Legislative Finance
Office of Management and Budget (for Legislature
Department (for Governor

introduced bills)

(if different from Sponsor)

introduced bills)

3/8/83



Page 2 Senate Bill 200

Fiscal Note
V. ANALYSIS:

ASSUMPTIONS

a. All persons who are one-year residents of Alaska and are 65 years of age on the
effective date of the Act would be eligible for the Longevity Bonus. This would add
approximately 3,803 persons to the Program immediately.

b. AlIl persons who are on the Program are presumed to qualify and will remain on the
Program, but eligibility will cease for future applications on the effective date of
the Act.

C. Retroactive payments will be made to approximately 3,803 persons who would have

qualified for the Program on July 1, 1982, to satisfy the class action lawsuit filed
by Rodney G. Vest against the Longevity Bonus Program.

d. Additional staff would be required to process the applications of the 3,803 + persons
who will become eligible under the new eligibility requirements.

Additional funds needed for Fiscal Year 1984 are computed as follows:
ANNUAL COST

PERSONAL SERVICES: $ 58 410
CLERK V, PFT (one position) $ 26,730
CLERK 11, PPT (three positions, 6 months) 31,680

CONTRACTUAL SERVICES: 43,500

Added postage, bonus warrants, printing of new regulations
and application forms, data processing charges, 1increased
telephone tolls.

COMMODITIES: 1,600
Office supplies and file cabinets for application and recipient
files.

GRANTS: 11,409,000

(Additional estimated 3,803 persons who will be eligible for
the Bonus due to one-year residence requirement x 12 x $250.)

Retroactivepayments for those who would have been eligible on 11,409,000
July 1, 1982 (est. 3,803 x 12 x $250.)

Less growth of Program which would have occurred 1in Fiscal Year (907,500)
1984 had S.B.200 not cut off new applicants on the effective date
of the Act.
Fiscal Year 1984 budget for 10,428 recipients 30,211,500
Actual need, July 1983 level of 9,768 recipients 29,304,000
X 12 months Difference - 907,500
Additional Fiscal Year 1984 Funds Required $22,014,010
For Fiscal Years 1985-88, all new staff plus one existing position would be eliminated as
the list of recipients becomes stable. Grants would be the same as Fiscal Year 1984,

except retroactive payments will not be made, and the number of recipients will be reduced
by deaths at the rate of approximately 40 per month ($120,000 per year ).

7/0401-Q1-2/BDGSF1
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EXPEN

100
200
300
400
500
500
7CJ

STATE OF ALASKA

FISCAL
REQUEST 1.
Bill/Resolution No.: S.B. 215
Title: Longevity Bonus/Permanent Fund
Sponsor: Ray
Requestor: -
DITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84
OPERATING
PERSONAL SERVICES -0- 58.4
TRAVEL
CONTRACTUAL -0- 43.5
COMMODITIES -0- 1.6
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS, ETC -0- 22,818.0
TOTAL OPERATING -0- 22,921.5
CAPITAL
REVENUE

FUNDING: (Thousands of Do" lars)

GEN

ERAL FUND

FEDERAL FUNDS

NOTE

[Revision Date:

FISCAL DETAIL

Agency Affected: Administration
Program Category Affected: Social
BRU, Program of Subprogram(s) Affected:

Longevity Bonus Progranm

FY 85

Servi

FY 86 FY 87

26.7 26.7

27.0 27.5
1.0 1.0

.9 14,400.2 16,260.8

.1 14,454 .9 16,316.0

12,840.1 14,454.9 16,316.0

1.0

OTHER (S"ecify Source)

PERMANENT FUND -0- 22,921.5
POSITIONS:

FULL-TIME 1.0

PART-TIME 1.5

TEMPORARY
I11.  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:"

Alaska Permanent Fund Income

V. ANALYSIS: Attach a separate page for apy Analysis

Distributi
Oorigi
Copy
Copy
Copy
Copy

1.0 1.0

Prepared Byi ~~*rg~"T~Tc~/el, Adtn*"s*uraVTi~r*0fficer Phone: 465-4401

Division: Pioneersl Benefits

Approved by Commissioner: Lisa Rudd
Department: ADMINISTRATION

on:
nal to Legislative Finance

to Office of Management and Budget (for Legislature
to Department (for Governor introduced bills)

to Sponsor
tc Requestor (if different from Sponsor)

7/(1401-0?-1/"nn."n

Date: 4/6/83

Date:

introduced bills)

3/8/S3

FY 88

26.7

28.0
1.0

18,378.7

18,434.4

18,434.4

1.0



IV. ANALYSIS: Senate Bill 215

ASSUMPTIONS

(a) Residence requirements for eligibility for the Longevity Bonus Program
would change from 25 years to one year, and the requirement for domicile 1in
Alaska on or before January 3, 1959, would be eliminated, (b) An estimated
3,803 additional persons would 1immediately become eligible under the new

regulations, (c) Retroactive payments will be paid in FY84 in a total amount
of $11,409,000 to the approximately 3,803 persons who would have been eligible
on July 1, 1982. (d) An increase in the Longevity Bonus staff will be needed

to process the initial flood of applications, and continuing 1increased staff
will be necessary to process the greater workload of the expandecTprogram.
(e) Annual growth of the program will be approximately 89 per month, (f) The

Act takes effect on July 1, 1983. (g) Grants for FY85-88 are increased by 3%
each year.

Additional funds needed for FY04 are computed as follows:

Annual Cost

Personal Services $ 58,410
Clerk VvV, PFT (one position) $26,730
Clerk 1Il, PPT (three positions, 6 mo.) $31,680

Contractual Services 43,500
Added postage, bonus warrants, printing of new
regulations and application forms, data pro-—
cessing charges, increased telephone tolls.

Commodities 1,600

Office supplies and file cabinets for application
and recipient files.

Grants (additional estimated 3,803 persons who will 11.409.000
be eligible for the Bonus due to one-year residence
requirement x 12 x $250)

Retroactive payments for those who would have been 11.409.000
eligible on July 1, 1982 (est. 3,803 x 12 x $250)

Additional FY84 funds required $22,921,510

For years beyond FY84, one additional PFT staff position needs to be retained,
along with appropriate contractual and commodities costs, plus grants based on

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

7/0331-02/BDGSFI
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(Alaska Jiiafe “degisicditrB

House of Representatives

February 23, 1983
Pouch V

- - State Capitol
Official Buaines Juneau, Alaska 99811

MEMORANDUM

TO: Representative Joe Hayes
Representative Jack Fuller
Representative Joe Flood”

FROM: Mark K. Johnson
Staff Counsel
Representative Flood

SUBJECT: Meeting with Senate staff and consultant on Longevity Bonus

Upon the invitation of the counsel to the Senate Judiciary Committee,
John Gabrielli. | met this morning with him and Jon Tillinghast of
Birch, Horton, Bittner & Monroe for the purpose of listening to

a conference phone call with representatives of a major insurance
company on alternatives to the longevity bonus program.

Primarily, my purpose was to gain some understanding of the Senate®"s
efforts in the durational residency area. To date, the focus of
those activities has been the longevity bonus program.

Although the 1identity of the insurance firm was not revealed to me,
Tillinghast and Gabrielli requested information from them on three

different proposals involving the longevity bonus and the permanent
fund dividend program:

(a) The first was an annuity program based on using the permanent
fund dividend as principal. Individuals would elect (or be required?)
to place their permanent fund dividends into the annuity for a period
of five years, when their account would become "vested”™, and then
when reaching retirement age, the earnings would be paid out over
time.

(b) The second was a program based upon taking a percentage of
the permanent fund dividend and placing that amount into a fund that
would be used to make monthly payments to eligible individuals of a
certain age. This would be very much like the present national
social security program.

(c) The third plan calls for wusing all or a portion of the
permanent fund dividend to fund a group health 1insurance program
for the elderly and for others that wish to participate.



Gabrielli indicated that the Senate was Jlooking at roughy 7 other
proposals for programs to amend or replace the longevity bonus.
He also indicated that they have not, to any significant degree,
addressed any of the other durational residency questions.

In the course of the conference call, Tillinghast indicated that
his report will be submitted to the Senate on March 7.
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January 15, 1984

Representative Joe Flood
Alaska State Legislature
Pouch vV (MS3100)
Juneau, AK 99i

Dear Rep. Flood,

I am enclosing a copy of a copy of a letter
to the Editor from the Anchorage Daily News.

This 1i1dea seems to have enough merit to be
brought to your attention. Could this be
a possible solution to the Longevity Bonus
Program.

As Alaskans of long standing we really desire
to remain in Alaska upon retirement and are
very 1interested in the outcome cf this
program.

Thank you for your consideration of this

Yours truly, t\

v'V

CLCcAtfiu/Pi(jhrcX .

Edward and Beverly Prince
3540 Amber Bay Loop

Anchorage, AK 99502

idea.

jnvene,:
pn the agendtf. w;

Huesiionf Shouldrthe5
rho has Irjed.ui Alaska J2; mooChs- axE
lad the good fortune to reach the abe'(rf:

‘ gible for”the: longevity bonus regard!*

ther they, have'cpntrifeuted to, or. *
hing to, the building of the state?  :"

?1 have a plan | hope the legislators will
sodously. cnosider. ml believe this plan is
constitutional and one which would not be
difg.rnlt to administer.

First, Alaska would replace the name of the
Longevity Bonus Program with the School
Tax Refund Annuity Plan (STRAP). Until a
couple of years ago, anyone who ever drew a
paycheck qr filed a State Income Tax Form
was ,required to pay the $10 school tax. Ten
dollars was automatically deducted from ev-
eryone's first paycheck.

Secondly, instead of giving a bonus, Alaska
would give an annuity.

*Thirdly, Alaska would change the criteria
for recipients of the annuity. For each year
the school tax was paid, that person would
have a ypar vested in STRAP. That would be
the sole requirement. A person who started
paying before statehood and continued to pay
for 20 years would be 100 percent vested.
Because the maximum amount would be
fixed, this would a defined benefit plan.

This is how the annuitant would be paid:

* « Any person who paid into the plan for 20
years would receive $250 a month because he
would be 100 percent vested. Mr. E.odney Vest,
who has brought suit against the state, has
worked for 20 years so he would receive the
full $250.

* Any person who paid the school tak for 15
eyears would receive 75 percent of <3250, or
$187.50. .

* Any person who.paid the school tax for 10,

years would receive 50 percent or $125.

e Any person who paid the school tax only
“the year before it was discontinued would be
fully vested in 5 percent of the aMOUNt so that
UDon reaching age 65 that person would
receive $12.50 a month. Still not a bad return
for a $10 investment.

As with any pension pian, the School Tax
Refund Annuity Plan would not be complete
until the last annuitant had received his last
check and turned out the light.

In a plan like this, the state would use its
actuarial tables to calculate its total unfunded
liability in ord" to fund the plan until
everyone is paid.

Is this plan oversimplified? Perhaps. Is this
plan a fair one? Yes. It would meet all the
requirements of the Employees Retirement
Income Security Act of 1974 (ERISA): it would
meet all the requirements of the Tax Equity
and Fiscal Responsibility Act of 1982 (TEF-
RA): it would even uphold the Norris Decision
which requires equal benefits for men and
women. There is no discrimination in age, sex,
race, or length of residency in this plan.

I wish this type of vesting had been used in
the dividend program. We might have saved
ourselves a lot of problems.

— Roland Bloes
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964 poor wili gain nathing from bonus

by Liz Lauzen

Almost 1,000 of Alaska’
poorest seniors will gain little
or nothing by signing up for the
Longevity Bonus, and 400
would actually lose medical ben-
efits or cash if they accepted
a bonus check.

At the same time, other
seniors of equal income - but
longer residence - will get to

keep the S250 a month bonus,
as well as public assistance
benefits.

“It means some elderly poor
people will have to make a
choice between benefits, while
other poor people, people on
middle incomes, and the rich
do not,” explained Marsha
Hubbard, aide to Gov. Bill
Sheffield.

That’s the fallout from a fed-
eral ruling that treats “new
bonus checks as income but
exempts “old” bonus checks
in determining eligibility for
public assistance programs.

State legislators expanded the
Longevity Bonus program- last
year to include all seniors 65
and over who had been in Alaska
a year or longer. They were
responding to a court order
that declared the previous 25-
year residency requirement un-
constitutional.

The new program, which gives
the same S250 per month
bonus as the old program, re-
mains in place until next July

while a permanent program is
being designed.

But the U.S. Congress this
summer refused to grant recip-

ients of the “new” bonus the
same income exemptions for
public  assistance that had

aiways been accorded to “old”
bonus recipients.

For about 550 of those
eligible for the “new” bonus,
the ruling will have little effect.
Public assistance dollars will
be replaced by bonus dollars,
and medical benefits will con-
tinue.

But for as many as 400 with
slightly higher incomes, accep-

INSIDE; Who should apply? page 26

Do you know how to operate

a fire extinguisher? Leo Josey
demonstrates his technique at
the recent-safety seminar at
the Anchorage senior center.
For more on safety, see pa%es
20-21.  (Photo by J. Birdss )

ting the bonus could mean
trouble. Although the bonus
would replace public assistance
cash benefits dollar for dollar,
the raise in income could be just
enough to cancel valuable Medi-
caid benefits.

Since August, when the new
federal rule went into effect.

Gov. Bill Sheffield and state
administrators have been scram-
bling to prevent even greater
problems for public assistance
recipients who qualify under the
“new” bonus regulations.

The biggest blow to bene-
fits would come if the federal

Continued on page 27

It could be worse page 27



No gain, but bonus problem could be worse

Although more than 960 el-
igible older Alaskans will see
little or no gain from the state’s
“new” Longevity Bonus pro-
gram, it could be worse.

They could be forced to count
the bonus as a “prior resource.”

And that could mean loss of
both public assistance cash and
Medicaid benefits for as many
as 414 seniors, whether they
actually apply for the bonus or
not.

Questions concerning “old”
Longevity Bonus  recipients
(those who qualify under the or-
iginal law which n—’<res 25
years or more of state residency)
and their equality with “new”
Longevity Bonus  recipients
(those who qualify under a law
passed last year that requires
only one year of residency)
surfaced in August with pas-
sage of the federal Deficit Re-
duction Act.

The measure, which became
law immediately, let stand a
Social Security exemption rule
that allows 25-year residents to
receive “old” bonus payments in
iddition to their federal and.
state public assistance cash and
Medicaid benefits.

What the act did not do was
allow seniors who qualify for
the “new” bonus to exclude
these payments from their
“countable income.”

And the act loft hanging a
decision on treating the bonus
as a “prior resource,” income

964 poo

Continued from page 1
Department of Health and Hu-
man Resources (HHR) deter-
mines the “new” bonus must
be treated as a “prior resource.”
If so, the bonus would be coun-
ted for everyone who is eligible,
even those who do not apply
for the bonus. Sheffield has
asked that public assistance re-
cipients be given their choice
of benefits.

Especially vulnerable in the
“prior resource” decision would

[ Wi

Public

Assistance

'Old' Bonus recipients

Longevity Bonus, S250
not counted as
income for “old”
bonus program recipients

OAA allows recipients
to keep S20 of non-
public assistance income

OAA gives S246
as supplement to
“countable” income
to bring income up

to S566
Social Security, S340

'‘New' Bonus recipients

$ 8 3 6 + Medicaid

r S900

= 5800
k- S700

S600

$500
J- 5400
I- $300
/- 5200

- $100

L 0

{

$590 -No Medicaid

Longevity Bonus S250,
counted as income for
“new” bonus program
recipients
)
Social Security, $340

An example of how the bonus will be counted for some public assistance recipients but not for others.

which you are entitled to get
and tints must count as if it
had been received.

Since passage of the Deficit
Reduction Act, Gov. Bill Shef-
field’s staff has been scrambling
to deal with both the prior
resource ruling and the ex-
clusion of bonus payments front
“countable” income.

“The governor’s Washington
(D.C.) office is working with

Secretary (@[ r‘aret) Hecklgg’s

be 30 or 40 seniors in nursing
homes whose incomes without
the bonus qualify them for
Medicaid. If forced to apply
for the bonus, these patients
would lose public assistance
medical benefits worth thou-
sands of dollars a month.

At Senior Voice deadline state
officials were hopeful the issue
would be decided in their favor.

“The governor wrote to Sec-
retary Heckler (Margaret Heck-
ler of HHR) Aug. 20 asking her

"..hardworking,

- approachable, , .

%

fa

. helpful: *

Paid for by Paul Fischer for State Senate
P.0. Box 784, Soldotna

chief counsel” on the matter,
said Sheffield aide Marsha Hub-
bard. Heckler, head of the De-
partment of Health and Human

Resources, will make the deter-
mination on prior resource.

At Senior Voice deadline no
decision had been announced.
However, state officials and re-
gional federal officials expressed
optimism at the outcome.

“It’s looking good for this

gain nothing

to make the bonus an option,”
explained Hubbard.

“Word we get is that it’s look-
ing good, Hubbard said.

If favorable, the ruling will
mean no immediate harm will
come to “new” bonus-eligible
public assistance recipients, as
long as they don’t apply for the
bonus.

Some of the 300 public
assistance recipients who have
applied under the “new” bonus
rules have already begun to
feel the effects of the federal
rule.

State law requires that the
state follow federal rules in de-
termining eligibility for state
public assistance benefits. When
the federal rule became law,
state officials put into effect
an emergency regulation declar-
ing that “new” bonus payments
must be counted as income.

Although the Division of
Public Assistance “intentionally
stalled” as long as officials felt
they could, several seniors have
now been kicked off state public
assistance, according to Gordon
Landes, progran director.

“Currently, some OIld Age
Assistance recbicnts have been
cut off, but ’hey went right
*» \ on becauje of hearing re-

’ Lapd{, sai(_j.
Senior Voice deadline,
.ig results had not been rc-
lea. d. But father appeals with-
in the state tdministration and
eventual com action against
the state arf expected.
While many state officials see

With the “fix," those eligible
for both Longevity Bonus and
public assistance programs
would be able to choose be-
tween benefits. If the bo.ius
put them over the income el-
igibility  for Medicaid, they
could choose not to apply for
the bonus.

Without this “fix,” hardest
hit would be 35 to 40 nursing
home patients whose $1,000-

tf$2,000-a-month

tim federal ruling —which once
agaui divides seniors according
to length of residency — as
potentially unconstitutional,
they caution against challenging
the rule in court.

“If we sue and win, the
judge could eliminate the ex-
emption for everyone, and that
would harm all those who al-
ready have the (“old”) bonus,”
said Rep. Don Clocksin (D-
Anchorage).

But other remedies, such as

bonus

are now paid by Medicaid, 'f
forced to take the bonus, most
would be over the income level
for Medicaid. Yet, their incomes
would still be far below the
cost of their care.

While this interim relief could
save many from immediate
harm, Hubbard explained, it
doesn’t address the basic prob-
lem that some of the needy will
get a benefit that other needy
people will not get.

having the state pick up public
assistance costs disallowed under
current state and federal rules,
may not be acceptable.

“The state really doesn’t want
to take care of it. We’re not
pleased that the legislature has
been put in a position of solv-
ing a federal problem,” said
Sen. Pat Rodey (D-Anchorage).

Alaska’s congressional delega-
tion, along with the state ad-
ministration, should work to
solve it, lie added.

JOYCE MUNSON

Paid for b%
Anc

fir Continue revenue
sharing to keep
property taxes
down.

* Save more money
— invest in the
Permanent Fund
for the future.

« Continue Lon-
gevity Bonus.

the Joyce Munson Cempaign, 935 E. 79th Avo.
orage, AK 99502 Carol Raabo, Choirman
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