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February 26, 1987

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.0O. Box V

Juneau, AK 99311

Dear Senator Faiks:

Under the authority of art. 111, sec. 18, of the Alaska Con—
stitution, | am transmitting a bill relating to the Alaska
longevity bonus program.

The original Jlongevity bonus program that was enacted in
1972 has been radically changed as a result of the Alaska
Supreme Court decision in Schafer v. Vest, 680 P.2d 1169

(Alaska 1984). The program®s original intent - to benefit
those pioneers who built the state - has been irrevocably
altered. Because the original program benefitted only those

who were residents before statehood, it eventually would
have phased out naturally as territorial residents died or
left the state.

As a result of that court decision, the program now simply

requires one year of residence. Consequently, we now have a
program that grows larger every year. At the same time we
are faced with an unprecedented crisis 1in our budget. We

can no longer afford to provide this substantial benefit to
an ever increasing population of senior citizens.

The attached bill has three main components. First, it re—
duces the maximum amount of the bonus to $200 a month. The
bonus was 1increased substantially during the height of our
oil wealth: in 1980, it went from $150 to $200, and in 1981
it went from $200 to $250.

Second, the bill limits the bonus to those individuals who

reach age 65 before January 1, 1988. In 1985, both houses
of the legislature passed programs that used a 1988 cut-off
date (ch. 99, SLA 1985). (The effective dates for those

programs were never triggered.) The House ™"stairstepping"”

approach simply limited the bonus to those individuals who
reached age 65 by that date. The Senate annuity approach
provided additional general fund payments to younger indi—
viduals; the payments were to decrease yearly until they
were gone. Thus, even 1in 1985 when our Tfiscal picture was
much brighter, both houses decided to terminate general fund
payments to those younger than age 65 in 1988. This bill,

then, 1incorporates that 1idea.
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Finally, the bill places an income cap or eligibilitj" for
the bonus. The full bonus would be available only to those
individuals whose income (excluding longevity bonus and per—
manent fund dividend 1income) 1is less than $20,000 (or whose
joint 1income, for a married couple, 1in less than $40,000).

7\s an individual®s 1income goes up, the amount of the bonus
goes down, wuntil, at the income level of $25 =0, an indi—

vidual will not receive a bonus. A part o~ * intent of
the original program was to provide a linanc ncentivo to
Alaska®s seniors to remain 1in the state. income cap

would allow the groat majority of Alaskan sen.are to contin—
ue to receive the bonus; however, it would terminate bene—
fits for the more fortunate segment of that population.

Placing an 1income cap on the longevity bonus raises the
guestion of whether the one-vear residency requirement would
withstand judicial scrutiny. The question arises because
the United States Supreme Court, in Shapiro v. Thompson, 394
U.S. 618 (1969), 1invalidated a one-year residency require—
ment for welfare payments. The vresidency vrequirement in
Shapiro was struck because the court determined chat the
welfare program was designed to provide the ™"basic neces—
sities of life.” The question is whether a court would find
that, the Jlongevity bonus payment is designed to provide a
basic necessity of life.

The Jlongevity bonus, as embodied 1in this bill, is not de-—
signed to provide a basic necessity of life. First, tie

state has other programs, such as old age assistance and.
medicaid, which provide the most substantial benefits in the
nation for the elderly -- programs that are available to
needy seniors upon arrival in vhe state. Second, the 1in-

come-cap provisions dc net establish a typical welfare pro—
gram because the 1income test makes no asset determination;

an individual®s property 1is not considered 1in determining

eligibility. Since the majority of Alaskan seniors would

continue to qualify for the bcnus, the income-cap provisions

are more properly viewed as a retirement supplement to all

but a small segment cf senior citizens, vrather than as a
program to fulfill basic needs. Finally, the fact that the
bill would terminate the program entirely for those who do
not reach age 65 before January 1, 198b weighs against
characterizing the program as a provision for basic needs.

The one-year residency requirement 1is not a "durational"”
residency requirement in that its. intent 1is not to distin—
guish between short-term vresidents and longer-term resi—
dents. Rather, the purpose of the requirement 1is to deter—
mine, 1in an administratively feasible manner, which seniors
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are truly Alaskans and which are merely visitors. Because
senior citizens arc typically not tied by employment to one
location, they can spend substantial amounts of time away
from their true home. A shorter residency requirement would
make the bonus available to seniors who are on extended vis—
its to Alaska, but who do not intend to make Alaska their

home. In view of the nature of the proarcan, and the nature
of the senior citizen population, 1| believe that a one-year
residency requirement would be upheld. However, if it were

successfully challenged, that reauirement is severable unaer
AS 01.10.030.

A section-by-r.ection analysis follows:

Section 1 of the bill amends AS 47.45.010 (a) to establish
the January 1, 1988 ago qualification date and change the
amount of the bonus to $200. The changes take effect July
1, 1987 under see. 8 of the bill.

Section 2 of the bill also amenas AS 47.45.010(a). Under
sec. 9 of the bill, the amendments in sec. 2 would take ef—
fect January 1, 1988. The amendment? in sec. 2 are set out
showing the changes in AS 47.45.010(c) es already amended by
sec. 1. The sec. 2 amendments continue the January J, 1933
age qualification date established by sec. 1 of the bill,

and add a reference to the income qualification recuirement.

in proposed TF 47.45.015. Then, instead of stating a set
amount for the bonus, amended Af 47.45.010 (a) Vv/ill refer
instead tc proposed AS 47.45.016, the schedule of bonus

amounts. As mentioned earlier, that, schedule 1is tied to
income levels.

Section 3 of the bill adds two new sections to AS 47.45.
Proposed AS 47.45.013 sets out the 1income qualificaticr re—
guirement described earlier, and proposed. AS 47.45.016 sets

cut the schedule of bonus amourts. Sections 4 and 5 of the
bill make conforming amendment- to 7.5 47./-F. .P?0 and 47.45.-
07C. Sections 3 - 5 also take effect January 1, 1988, un-—

der sec. 9 of the bill.

Section 6 oi the bill repeals the provisions 0" ch. 99, SLA
1985 that have never taken effect, and the provision 1in the
current law dealing with tax treatment of the bonus (AS 47.-
45.120(a)). The latter .is repealed because it 1if. possible
that the Internal Hevenue Service will find that the income-
capped bonus 1is not taxable; either way, our statutes need
not addre."s federal tax treatment. However, 1< the federal
government does tax that income, and if a state personal
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income tax 1is enacted this year, the longevity bonus should
be taxed by the state. These repeals take effect July 1,
1987, under sec. 8 of the bill.

Section 7 of the Dbill repeals the "hold harmless"” provision

(AS 47.45.122). That statute authorizes providing public
assistance to individuals whose assistance 1is denied cr re—
duced because they received a longevity bonus. Because the

state has been assured by the federal government that the
bonus, under vhe 1income-cap program, will be disregarded in
determining eligibility for those benefits, the "hold harm—
less" provision, and the money needed to implement it, will
no longer be necessary. Under sec. 9 of the bill, the re—
peal would take effect at the same time that the income-cap
provisions take effect, January 1, 1988.

This bill 1is essential to deal with the issues presented by
the? longevity bonus program, and 1 urge your prompt and fa—
vorable consideration of it.
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STATE OF ALASKA 1907 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: S
REQUEST Publish Date: " -2-?7~
Revision Date: CSE Agency Affected: Administration

Title: An Act relating to tho Longevity BRUl Longevity Bonus
Bonus Program effective date.

Sponsor: Governor Components: Grants; Administrative
Requestor:
EXPENDITURES/REVENUES:  (Thousands of Dollars)
FYy 87 FY 88 FY 89 FY 90 FY 91 Fy 92
OPERATING
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 oo 0 u
SUPPLIES u 0 0 0 0 0
EQUIPMENT 0 0 0 0 b 0
LAND & STRUCTURES 0 0 0 0 0
GRANTS, CLAIMS 0 % 0 0 0 0 0
MISCELLANEOUS 0 u 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 - 0 0 0
REVENUE' 0 L B« 0 0 0
FUNDING:  (Thousands of DoV ars)
GENERAL FUND 0 0 0 0 B 0
FEDERAL FUNDS 0 0 0 0 0
OTHER 0 u 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 "0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 U o Ly 0 0 0
ANALYSIS:

There is no fiscal impact beyond what is included in the Governor's FY 88
budget request, as revised approximately March 1, 1907, The attached pages
present the full cost of the revised program.

Prepared By: Jo,m Andrews Phone:  "65*2200
DivisiOli:  Commissioner's UffNcg” ate: N
Approved by Commissioner: Garrey Peska Dite: ®m2 2/12

Agency: Department of Administration”

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 9/1G/CG
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ATTACHMENT -- TONGEVITY BONUS FISCAL NOTE page

The following tables represent the FULL COST of Grants and
Administration for the revised Longevity Bonus program, as proposed
in the Governor®s bill.

The FY88 portion of these costs is included in the Governor®s
budget request, AS AMENDED approximately March 1, 1987.

GRANTS (dollars in thousands)

Fiscal Current Governor-'s Annual

Year Law Proposal Difference

esarreaesta anancsaaa CnSCBSJSBB :=ea:=:s5==

1988 *51,200.0 37,300.0 <13,900.0)

1989 52,700.0 30,900.0 <21,800.0)

1990 55,600.0 " 29,700.0 <25,900.0)

1991 58,200.0 28,400.0 <29,800.0)

1992 60,700.0 27,100.0 <33,600.0)

1993 63,400.0 25,800.0 <37,600.0)

1994 65,900.0 24,500.0 <41,400.0)

1995 68,800.0 23,200.0 <45,600.0)

1996 71,400.0 21,900.0 <49,500.0)

1997 73,600.0 20,600.0 <53,000.0)

1998 76,100.0 19,300.0 <56,800.0)

1999 78,500.0 18,000.0 <60,500.0)

2000 81,100.0 16,700.0 <64,400.0)

2001 83,600.0 15,400.0 <68,200.0)
METHODOLOGY :
Xxanssancasa

Assumptions: 17,067 overage checks per month in FY88; current low

79.0X of qualifiers have AGI leas than 020,000
6.0X have AGlI between 020,000 and 025,500

Calculations: FY88 costs under current law »
(0250) * <17,067 checks per month) " <12 months)

a 0 51,201.0
aoKBDaaa

FY88 costs under Governor®s proposal =

<9200) «<17,067 checks) * <6 months) July-Dee
¢ <0200) #<13,483 <checks) ®» <6 months) Jan-June
¢ <0100) *< 1,024 checks) * <6 months) Jan-Juno

» 0 37,274.3

e a «anaa



ATTACHMENT

Personal Services
Travel
Contractual
Supplies

Equipment

Total
(all

Operating
G.F.)

Perm Full Time
Perm Part Time
Months

— LONGEVITY BONUS FISCAL NOTE

ADMINISTRATION (dollars

FY 87

Revised
ttaBQoas

258.
0.
53.
4.
0.

O whkFk ovwo

317.2
cnncccen

[l Y @)
[N eNe

FY 88

Total
D8CBBBO

389.8
0.9
95.5
5.1
24.2

515.5
QBCa00B

o~ ©
o OO

FY 89
Total
Bcaoaaa

300.0

1.0
60.0
5.0
0.0

366.0
BBBBBCtl

o O 0
(=N e Ne)

page

in thousands)

FY 90
Total
BBBQBHQ

300.0
. 1.0
60.0
5.0
0.0

ww
wWwo
s ep]
W ©

o O 0o
[N o]

FY 91
Total
bscanna

300.0

1.0
60.0
5.0
0.0

366.0
B3BS33B

o O
O OO

February 23,

1987

FY 92

Total
assassa

300.

60.

OO oo o

366.0
nna33as

o O @
O OO
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STATE OE ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE gr%'ﬂé

BILL VERSION: SB 145 b

REQUEST: PUBLISH DATE: 2/27/87

Revision Dale: Agency  Affected: Health & Social Services
Tilde : fln act-Rplat.lng_tn-t.hp_Alaska - BRU: Assistance Payments BRU
Longevity Bonus Program

Sponsor: Components t-UAAIALIi-JIQId. 0. TUl

Requestor nrwprnnr.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
I'LRSUNAL SERVICES -U- v -u- -1)- -U- g -0-
1RAVEL 41_ u- 0- -0 “0- o
CONTRACTUAL -U- -u- -u- U -u- -0-

. SUPPLIES -U- -u" -u- -U -U- -U-
EQUIPMENT -U- -0- -U- -0- -0- -0-
LAND A SPRUCITJRES -11- o -0- -0- -U-
GRANTS. CLAIMS 11- n n- T -n-
MISCELLANEOUS ft- -n- n- N -n- -n-
TOTAL OPERATING 0- -0- -0- .. . -0- 0-

CAPITAL -U- -0 - -U- * -U- -6- 0

REVENUE -U- -0 - -U- -U- -U- -0-
FUNDING: (Thousands of Dollars)

GTNERALDJND -Q- -U- -U- -0- 0- -U-
FEDERALFUNDS -0- -U- -U- -U- -U- -U-
(ILIER -U- -0- 0- -u- -U- -0-
11TTAL _ .u- -|>- -0 - -0-
POSITIONS:

FULLTIME -0- 0 -0- 0- 0
PART-TIME -U- -U- -U- -U- -U- -U-
TEMIORARY 0- 0- 0- 0- -0- -0-
ANALYSIS :

The FY88 Governor's budget assumes elimination of tho Old Ago Assistance - Alaska Longevity Bonus
Hold Harmless (OAA-ALBIIil) program, effective January 1, 1988. It Is Important to note that the dollars

saved by this propose”legislation have been removed from tho Governor's FY88 budget request. .
If this legislation d not pass, projected FY08 costs of $622.<« must be restored to the Public
Assistance BRU FY88 BU This a?Tady&is_ol.sW assumes that tho needs-based requirements mpet
federal standards. v V/\

Prepared by: jiniw-R.  NLINr. nirp.r.tnr Phnm»« 465-3347

Division: = Division/of Public Assistance Date: fl-'w- 7/

Approved by Commissioner ) )
Agency: _  Department ol Health & Social Services

Disuibution (by preparer):
legislative Finance
legislative Sponsor
Requestor
Office of Management and Uudgci
Impacted Agcncy(ics) page, / of
Senate Secretary



Division of Public Assistance - b
Assistance Payments DRU

Old Age Assistance - Alaska Longevity Bonus Hold Harmless (OAA-ALBHH)

The Alaska Longevity Bonus Hold Harmless Program (OAA-ALBHH) was established by CSSB No. 56
with an effective date of June 1985. Federal rules require the State to count the ALB
received by aged recipients with less than 25 years residence when determining eligibility
for Social Security Administration's and State's Supplemental Security Income (SSI) Old Age
Assistance Program. The FY87 OAA-ALB Hold Harmless component 1) replaces the amount of
Federal SSI payment lost to a Bonus recipient when SSI counts the Longevity Bonus as
available (income) and 2) continues to "disregard" the SSI-countable Bonus in computing Old
Age Assistance (OAA) Supplemental payments.

if in FY8 the Alaska Longevity Bonus program were changed such that the ALB received by an
individual was "needs-based,” then federal rules would "disregard" the ALB payment and not
treat the AB as available income. Thus, ALB payments that are based on need eliminates
the need for the protection of the OAAALB Hold Harmless program. The Bonus would not be
countedt as income when calculating federal SSI and State OAA Supplemental assistance
payments.

6-Month Impact

FY88 FY89 FY90 FY91 FY92
OAA-ALB Hold Harmless 1556.0 3608.3 4251.7 4855.1 5427.8
Program reduction due
to Needs-based ALB
Amount of OAA-ALB HH that 622.4 1443.3 1700.7 1942.0 2171.1
replaces lost SSI payments
Amount of OAA-ALBHH that 933.6 2165.0 2551.0 2913.1 3256.7
replaces State OAA payments
Net Savings Under Needs-based 622.4 1443.3 1700.7 1942.0 2171.1

(The Amount of OAA-ALBHH that
replaces lost SSI payments)

Under a needs-based ALB the Social Security Administration's SSI payments that are restored
result in net general fund savings. That amount of ALB Hold Harmless that had replaced
State OAA payments shifts back to Old Age Assistance. If this legislation does not pass,
the projected net savings of 622.4 must be restored to the OAAALBHH component in FY88.



r'U-te "l STATE OF ALASKA 1987 LEGISLATIVE SESSION

Dill Version : -

REQUEST: .- Publish Dale : - m
L *
Revision Dale: J0O [?*? Agency Affected:Health & Social Sen/ices
Title: An Act Relating to tlie Alaska DRU: Medical. Assistance ~
Longevity J3onus Program

Sponsor: rn.npnni.nit A laska DngoviLy lyjnua
Requesior: Governor o) fl.1formless

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FYy 87 FY 88 FY 89 FY 90 FYy 91 FY 92

PERSONAL SERVICES
TRAVEL
CONI'RACTUAL
surrukEs
EQUIPMENT

LAND A SrRUCTURES
GRANFS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -n- -0- -0- -fl-
CAPITAL -0- -0- -0- -0- -0- -0-
REVENUE -0- -0- -n- -0- -0- -n-

FUNDIN®;:  ("Hiousnnds of Dollars)

GENERALRIND -0- -0- -n- -0- -0- 11-

RIDERAL FUNDS

uriikr

ittpal

POSITIONS:

RILLTIME -0- -0- -Q- -0 - -0 - .0-

PART-TIME

TEMPORARY

ANALYSIS :

The Governor's tY8U budget assumes the elimination of the Medical Assistance - A’aska

Longevlty Donus Hold Harmless progrom. It Is Important to note that the dollars saved by this
‘ proposed legislation have already been removed from the Governor's FY88 budget request. If

this legislation does not pass, projected FY08 costs of $571.5 must bo appropriated to th®

Medical Assistance DRU FY88 budget. This analysis also assumes that the neods>a.scd {10
["p.fflifRy~"t"eet federal standards, p,10nc.
Division: Medical Annir.tnnco / n.n»e yS*/<7
Approved by Commissioner
Agency: le»Tltii and i<x?inl®/S<jrvici»s f f

Uisuibuiion (by picparer):
legislative Finance
legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agcncy(ies) page—i_ of -2 —
Senate Secretary



Division of Medical Assistance

Medical Assistance BRU

The Alaska Longevity Bonus (ALB) Hold Harmless program was established by
CSSB56 with an effective date of June 1985, Federal rules require the
state to count the ALB payments received by Medicaid applicants when
determining eligibility. The Division has submitted an FY87 supplemental
to Hold Harmless those who would lose Medicaid eligibility as a result of
receipt of the ALB. If, for FY88 the ALB program Is changed to a needs

based program which meets federal requirements then federal rules would
require the ALB payment be disregarded in the Medicaid eligibility

determination process.
Harmless protection,

This would then eliminate the need for the ALB Hold
(The Hold Harmless replaces the amount of Medicaid

reimbursement lost to the state when federal rules cause recipient ineli-

gibility).

provide a Hold Harmless for the first six months of FY88.

For FY88 the Division submitted an amendment which would

The following assumes passage of an ALB program based on need with an
effective date of January 1, 1988, and approval of the Divisions' FY88

budget amendment for six months of Hold Harmless protection.

FY88 FY89 FY90

Medicaid Eligibles

(monthly average) 3,107 3,293 3,491
Average Annual Cost

per recipient $3,251 $3,494 $3,756
Old Age Assistance (OAA)

397 ineligible due to

receipt of ALB - 94%

utilize medical services 374 396 420
Total estimated annual
cost of hold harmless program $1,142,921 $1,300,606 $1,483,261
Amount of hold harmless
replacing list Medicaid funds $571,400 $650,304 $741,630
Amount of savings *
under needs based program -0- $650,303 $741,630

* Results from the Legislature zeroing tho Medicaid Hold Harmless in FY87,

and therefore not included in the FY88 base and requesting full
fund match and general funds for federal replacement) for first

(general
six months of FY88.

-2- -

funding





