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Mr. President:

m m »  C o m m i t t e e  c o n s i d e r e d

establishing durational residency requirements, not to exceed two years, 
for receipt of the permanent fund dividend and receipt of benefits under

the longevity bonus program; efd -J 't '-V-
a n d  r e c o m m e n d e d

r e p l a c e  w i t h  ___  CS_____
or a d o p t  _________  CS_____

a t t a c h e d  amendment(s) and

[] same title 
[] n e w  title 
[] technical 
t i t l e  change 
(HB only)

i n d i v i d u a l  r e c o m m e n d a t i o n s

F I S C A L  NQTEfS) [ ] zero [ ] fiscal impact 
[ ] n e w  [ ] u p d a t e d
[ ] same as p r e v i o u s  fiscal note(s) p u b l i s h e d
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PERSONAL SERVICES
TRAVEL
CONTRACTUAL
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EQUIPMENT
LAND & STRUCTURES
CRANTS, CLAIMS
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0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
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CONTINUATION o f  FISCAL NOTE ANALYSIS 

For B i l l / R e s o l u t i o n  No. CSHB 34 (F IN )

CSHB 34 (FIN)
HOUSE 3/24/89

■ :

In o rd e r  to  p r o j e c t  the f i s c a l  impact o f  the passage o f  CSHB 34 some 
assumpt ions had to  be made. These assumptions were:

1)  That the number o f  a p p l i c a n t s  f o r  the Longev i ty  Bonus who have a 
minimum o f  one ye a r  o f  r e s id en ce  in the s t a t e  w i l l  remain a t  the  
same r a t i o  t o  the  t o t a l  number o f  a p p l i c a n t s .

R a t i o n a l e :  This  r a t i o  has remained cons tan t  f o r  the  pa s t  two y e a r s .

2 )  That the r a t i o  o f  a p p l i c a n t s  f o r  the Longevi ty  Bonus who have a 
minimum o f  one y e a r  o f  r e s idence  in the s t a t e  t o  the t o t a l  number o f  
a p p l i c a n t s  w i l l  remain a t  one in f i v e .

R a t i o n a l e :  Th is  i s  the r a t i o  demonstrated in the l a s t  two y e a r s .

3 )  That the passage o f  CSHB 34 w i l l  impact on ly  th ose  a p p l i c a n t s  with  
l e s s  than two yea r s  o f  r e s id en ce  the yea r  f o l l ow ing  i t s  passage .

R a t i o n a l e :  Those a p p l i c a n t  who would o the rw is e  be q u a l i f i e d  would 
have to  wa i t  ano the r  y e a r  f o r  t h e i r  a p p l i c a t i o n s  to  be a c cep ted .  
Those who lea rn  o f  the passage o f  CSHB 34 who do not  have the one 
ye a r  o f  r e s idence  would app ly two years  a f t e r  i t s  passage and 
con t inue  to  do so in the fo l l ow ing  y e a r s .

4 )  Tha t  the average number o f  a p p l i c an t s  f o r  the Longev i ty  Bonus who 
have a minimum o f  one y e a r  o f  res idence  in the s t a t e  i s  40  per 
month.

R a t i o n a l e :  H i s t o r i c a l  trend an a ly s i s  r e s u l t .

With th e s e  as sumpt ions ,  the f o l l ow ing  c a l c u l a t i o n s  were made. Each month the  
number o f  a p p l i c a n t s  who on ly have the minimum o f  one y e a r  in the s t a t e  i s  
m u l t i p l i e d  by $250 to  compute the p r o j e c t e d  s av ing s .  The f i r s t  month would be 
40  t imes $ 2 5 0 ,  the second month i t  would be 80  t imes $250 and so f o r t h  u n t i l  
the  o r i g i n a l  "40" became e l i g i b l e  by having the minimum o f  two years  in the  
s t a t e  a y e a r  a f t e r  the e f f e c t i v e  da te  o f  the b i l l .  From t h a t  p o i n t ,  the  
amount o f  savings would dec rease  u n t i l  a l l  o f  those  o r i g i n a l l y  a f f e c t e d  would 
have become e l i g i b l e .  The savings then would leve l  ou t  a t  the i n i t i a l  monthly 
r a t e  o f  40 one ye a r  minimum a p p l i c an t s  t imes the $250 .
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F o r  D i l l / R e s o l u t i o n  N o .  cshb  34 (F in )_ HOUSE 3/24/89

The committee s u b s t i t u t e  fo r  HB adds l e g i s l a t i v e  f in d in g s ,  
ar.c i t  e ls e  provides fo r  reduced du ra t io n a l res idenc” reouirements i f  a 
court f in d s  tha t the b i l l ’ s 24 month d u ra t io n a l requirements are 
i n v a l i d .  S p e c i f i c a l l y ,  Sec t ion s 3 and 6 appear to de lega te  * the 
l e g i s l a t u r e ' s  law making a u th o r i t y  to the co u r t ,  i f  a court f in d s  e i th e r  
a two year or a one year re s id en cy  requirement i n v a l i d .  In  the case o f 
the Longevity Bonus Program, t h i s  d e le g a t io n  could conce ivab ly  r e s u l t  in  
a sho r te r  d u ra t io n a l re s id en cy  requirement than c u r r e n t ly  e x i s t s .  
However, these changes do not a l t e r  the f a c t  th a t s t a te  laws con ta in ing 
lengthy d u ra t io n a l re s id en cy  requ irements come under l e g a l  a t ta c k  in  
A laska . Consequently, the f i s c a l  impact noted in  the Department o f 
Law's f i s c a l  note o f February 8, 1989, are s t i l l  app rop r ia te . The
department's prev ious comments rega rd ing  th a t impact are repeated below.

Section 2 o f t h i s  b i l l  amends AS 43.23.005(a)(2) to in crease  
the re s id ency  requ irement, fo r  an in d i v id u a l  to re ce ive  the s t a t e ' s  
annual permanent fund d iv id e n d , from s i x  consecu tive months' res idence 
to 24 consecu tive months' re s id en ce  immediate ly preceding A p r i l  1 of the 
cu rren t d iv idend year .

Section 5 o f the b i l l  amends AS 47.45.010(a) to in c rea se  the 
res idency requirement, f o r  an in d i v id u a l  to re ce ive  the s t a t e ' s  
lo n g e v i ty  bonus, from one y e a r ' s  re s id ency  to  two y e a r ’ s re s id en cy , 
immediate ly preceding an i n d i v i d u a l ' s  ap p l ic a t io n  fo r  the lo n g e v i ty  
bonus.

H i s t o r i c a l l y ,  s t a t e  laws con ta in ing  lengthy d u ra t io n a l 
requirements have come under l e g a l  a t ta c k  in  A laska . The department 
a n t ic ip a te s  tha t i f  the b i l l  i s  enacted i t  w i l l  be cha llenged in  the 
c o u r t s ,  on fe d e ra l c o n s t i t u t i o n a l  grounds. F i s c a l  note fund s , in  the 
amount o f 30.0, are th e re fo re  be ing requested to pay fo r  o u ts id e  counse l 
le g a l  scho la r c o s t s ,  to a s s i s t  in  the prepara tion and rev iew  o f
arguments tha t w i l l  be needed by the department to defend the s t a t e .

In  a d d i t io n  to these c o s t s ,  the department a lso  has a
hidden co s t whenever i t  has to d i v e r t  e x i s t in g  s t a f f  re sou rce s from 
other work to defend a g a in s t d u ra t io n a l res idency la w s u i t s .  As an
example, the lo n g e v i ty  bonus la w s u i t ,  Vest v .  S ta te , cost the department 
about $70,000 in  s t a f f  s a l a r i e s  and a s so c ia te d  overhead expenses. 
Approximately ten weeks of a t to rn ey  time was requ ired  to prepare fo r  and 
defend the s ta te  a t t r i a l ,  on the c o n s t i t u t i o n a l i t y  and r e t r o a c t i v i t y  
i s s u e s .  Approximately e igh t ;  weeks o f a t to rney time was spent on the
Alaska Supreme Court appea ls , on the same i s s u e s .  The average co s t fo r  
the department's a t to rneys who hand le t h i s  l e v e l  o f work, in c lu d in g  
normal o f f i c e  support c o s t s ,  i s  $96.00 per hour. The department a ls o  
paid P ro fessor Walter D e l l in g e r  $8,200 to review and help prepare i t s  
b r i e f s  in  the Vest t r i a l s .  P ro fe sso r D e l l in g e r  i s  a noted l e g a l  s cho la r  
and an expert on c o n s t i t u t io n a l  law . The department's o u ts id e  le g a l  
expert co s ts  in  t h i s  m atte r would have been s u b s t a n t i a l l y  g re a te r  had 
the case reached the U.S. Supreme Court. Because t h i s  p a r t i c u la r

paci 2—  0f  3
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d is p u te  was s e t t l e d  on a r e q u e s t  f o r  a m otion  f o r  summary judgem ent and 
d id  n e t r e q u ir e  a t r i a l  ors th e  f a c t s ,  and becau se  th e  d is p u te  ended a t  
the  s t a t e  supreme c o u r t  le v e l., th e  d e p a r tm e n t 's  t o t a l  c o s ts  were 
p ro b ab ly  somewhat l e s s  th a n  th ey  would have been  i f  th e  c a se  had gone to  
th e  U .S. Supreme C o u rt. L a s t l y ,  th e  c o s t s ,  a t to r n e y  f e e s ,  and i n t e r e s t  
th a t  were awarded to  th e  p l a i n t i f f  by th e  c o u r t  in  V e s t , and which were 
su b se q u e n tly  p a id  by th e  s t a t e ,  t o t a l l e d  $ 1 4 9 ,3 8 3 .8 8 .

A lthough an o p in io n  can n o t be o f f e r e d ,  i t  sh o u ld  a ls o  be n o te d  t h a t  
i f  th e  b i l l  becomes law and th en  i s  s u b se q u e n tly  o v e r tu rn e d  by th e  
c o u r t s ,  th e  s t a t e  m igh t be exposed to  th e  payment o f  damages f o r  any 
i n j u r i e s  o r  lo s s  s u f f e r e d  by any c la s s e s  o f  p e rs o n s , a s  a r e s u l t  o f  th e  
b i l l ' s  en ac tm en t.

p cce . ot
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OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

1 FY 89 1 FY 90 1 FY 91 1
I I 1 1
| -0 - | - 0 - 1 - o -  I
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| -0 - | - 0 - 1 - o -  I
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1 REVENUE 1 - 0 - | - 0 - | - 0 - | - 0 - | - 0 - | - 0 -
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POSITIONS:
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ANALYSIS: See A ttacJ
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Permanent Fund Div idend D iv i s i o n  
CS.HB. 34 (F in )  F i s c a l  Note Analys is  

March 21 ,  1989

HOUSE 3 / 2 4 / 8 9
   ■

Se c t i on  2 mod i f ies  one o f  the f o u r  general e l i g i b i l i t y  requ irements t o  r e c e i v e  
a permanent fund d iv idend .  Under the law enac ted  in 1982 , an In d iv id u a l  must 
have been "a s t a t e  r e s i d en t  f o r  a p e r i od  o f  a t  l e a s t  s ix  c on s e cu t i v e  months 
immediately preceding Apr i l  1 o f  the c u r r e n t  d iv idend y e a r . "  For example , In 
ad d i t i o n  t o  the o th e r  requ irements , t o  be e l i g i b l e  f o r  the 1990 d iv idend  under 
c u r r en t  law, an Ind iv idua l  must have been a s t a t e  r e s i d e n t  dur ing the 
ELIGIBILITY PERIOD o f  October 1. 1989 th rough March 31 ,  1990 .  S e c t i o n  2
extends the s ix  month requirement to  24 months. In o t h e r  words,  the
Ind iv idu a l  in the above example, In o r d e r  t o  q u a l i f y  f o r  the 1990 d iv idend  
( s e e  S e c t i on  9 )  must have been a s t a t e  r e s i d e n t  f o r  the e n t i r e  ELIGIBILITY  
PERIOD o f  Apr i l  1. 1988 through March 31 ,  1990 .

C on se rv a t i v e ly  speaking , the re  are approx ima te ly  6 0 , 0 0 0  new d iv idend  a p p l i ­
can ts  each y e a r .  The f i r s t  e f f e c t  o f  S e c t i o n  2 would be f e l t  In 1990 when 
6 0 , 0 0 0  new Alaskans who thought they would be e l i g i b l e ,  f i n d  t h a t  they a re  n o t .
I t  w i l l  take c on s id e rab le  e f f o r t  on- 'the Depar tment 's  p a r t ,  In c o n ju n c t i o n  w i th  
the s t a t e  demographer, t o  p r e d i c t  the f i n a l  e f f e c t  o f  t h i s  b i l l .  Some o f  the  
f a c t o r s  t o  be cons idered In c lude :

1) the length o f  the pe r iod  ( c u r r e n t  p roposa l  -  24 months ) ;

2 )  the number o f  e l i g i b l e  In d iv i d u a l s  who leave Alaska each y e a r ;

3 )  the number o f  new pe rs on 's  a r r i v i n g  each y e a r ;

4 )  the percentage o f  In d iv idu a l s  moving t o  A laska  who leave  a f t e r  s i x
months, one y e a r ,  e igh teen months, e t c . ;

5 )  the seasonal d i s t r i b u t i o n  o f  new a r r i v a l s ;

6 )  the r e l a t i v e  b i r t h  r a t e  o f  new a r r i v a l s  ve rsus  I n d i v i d u a l s  who have
been 1n Alaska over  two y e a r s ;  and

7 ) the r e a c t i o n  o f  m i l i t a r y  personnel t o  the  new p r o p o s a l ,  I . e .  how do  
they respond t o  the new cho i c e  p resen ted  r e l a t i v e  t o  ov e r se as  pay ,  
overseas  duty c r e d i t ,  e t c .

The f i n a l  e f f e c t  on adm in i s t r a t iv e  c o s t s  o f  the Permanent Fund D iv idend  
program would depend upon such f a c t o r s  as mentioned above.  For the f i r s t  two 
y e a r s ,  the ad d i t i on a l  c o s t s  would Inc lude  In fo rm ing ,  a d v i s i n g ,  and c o un s e l i n g  
the p u b l i c ;  answering repeated ques t ions  as t o  t h e i r  e l i g i b i l i t y ,  p lu s  the  
c o s t s  o f  denying the a p p l i c an t s  who would f i l e  anyway and hea r ing  t h e i r  
app e a l s ;  and the c o s t s  o f  a s s i s t i n g  the Department o f  Law In de fending the  new 
requ irement .  These c o s t  In c reases  might be o f f s e t  p a r t i a l l y  by the document  
p roc es s ing  c o s t  savings o f  I n i t i a l l y  r educ ing  the number o f  a p p l i c a n t s  by 
approx imate ly  6 0 , 0 0 0 .

Page 2 of 3
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The Department 's  primary concern with the b i l l  Is a c l e a r  p o l i c y  c a l l  —  the 
l i k e l i h o o d  o f  a s u c c e s s fu l  lega l  ch a l l enge  t o  the extended ELIGIBILITY PERIOD 
on c o n s t i t u t i o n a l  grounds , I . e .  d u r a t i o n a l  r e s idency  t e s t s ,  and the l i k e l i h o o d  
o f  a s u c c e s s f u l  i n j u n c t i o n  r e q u e s t ,  p r o h i b i t i n g  the Department o f  Revenue from 
d i s t r i b u t i n g  d iv idends  in 1990 u n t i l  the c o u r t  has r e s o lv ed  any l i t i g a t i o n .
An e f f e c t i v e  da te  o f  1990 does not  a l l ow  much time f o r  the c o u r t s  t o  r e s o lv e  
any p o s s i b l e  l i t i g a t i o n ,  making an I n ju n c t i o n  more l i k e l y .  A su c c e s s fu l  
i n j u n c t i o n  r e q u e s t ,  p revent ing the t ime ly  d i s t r i b u t i o n  o f  the 1990 d iv id ends ,  
would have a d e f i n i t e  negat ive e f f e c t  on A la s k a ' s  economy. For those  
r e s i d e n t s  who depend upon the annual d iv idend f o r  b a s i c  n e c e s s i t i e s ,  an 
I n j u n c t i o n  would have se r i o u s  consequences . A su c c e s s fu l  i n j u n c t i o n  would 
a l s o  cause in c re a s ed  c o s t s  In the a dm in i s t r a t i o n  o f  the d iv idend program as we 
deal  with the p r e d i c t a b l e  ou tpou r ing  o f  concern and compla in ts  from 5 3 6 , 0 0 0  
Alaskan r e s i d e n t s .  For the above r e a s on s ,  the Department o f  Revenue s t r ong ly  
opposes  changing the e f f e c t i v e  da te  t o  January 1, 1990 .  This Issue should be 
c a r e f u l l y  weighed b e fo re  j e o p a r d i z in g  the e x i s t i n g  d iv idend program.
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Referred: Rules

Original sponsors: Donley, Boucher,
Boyer, et al.

1 IN TH E  HOUSE

2

3

4

5

BY THE FINANCE COMMITTEE 

CS FOR HOUSE BILL NO. 34 (Finance)

IN T H E  LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

6 For an Act entitled: "An Act establishing durational residency require-

7 ments, not to exceed two years, for receipt of the

8 permanent fund dividend and receipt of benefits under

9 the longevity bonus program; and providing for an

10 effective date."

11 BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

12 * Section 1. FINDINGS. (a) The legislature finds wit h  respect to the

13 permanent fund dividend program that

14 (1) compared w i t h  other states, Alaska has one of the highest

15 ratios of transients to permanent state residents;

16 (2) a significant number of people from other states come to

17 Alaska to w o r k  in temporary or seasonal jobs or on short-term projects;

18 (3) because of the large number of transients it is very diffi-

19 cult for the state to determine whether a person is actually a resident

20 w i t h  the intent to remain in the state;

21 (4) the permanent fund dividend progr a m  is unique to the state

22 and provides generous benefits;

23 (5) the generous nature of this benefit program creates an

24 inducement for people to claim residency inaccurately;

25 (6) a two-year residency requirement is a reasonable way to

26 determine bon a fide residency for the purposes of eligibility for this

27 benefit program;

28 (7) a two-year residency requirement will not discourage mi-

29 gration to the state or otherwise interfere w i t h  interstate travel;
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1 (8) this program does not involve a basic right under the state

2 or federal constitutions or a basic necessity of life;

3 (9) a two-year residency requirement will more accurately indi-

4 cate actual domicile and the intent to remain a resident than the require-

5 ment under current law; and

6 (10) the interest of the state in determining bona fide residence

7 for purposes of this program is at least equal to the interest recognized

8 in Andress v. Baxter, U.S. District Court for the District of Alaska, No.

9 A82-307 Civ., September 8, 1983.

10 (b) The legislature finds w i t h  respect to the longevity bonus program

11 that

12 (1) the longevity bonus is immediately payable to an applicant

13 upon acceptance into the program;

14 (2) acceptance into the program is primarily based on a state-

15 ment from the applicant that the applicant is a resident for the purposes

16 of eligibility for this benefit program and that the applicant intends to

17 remain a resident of the state;

18 (3) a two-year residency requirement will more accurately indi-

19 cate actual domicile and the intent to remain a resident than the require-

20 ment under current law;

21 (4) the longevity bonus program is unique to the state and

22 provides generous benefits;

23 (5) the generous nature of this benefit program creates an

24 inducement for people to claim residency inaccurately;

25 (6) a two-year residency requirement is a reasonable way to

26 determine bona fide residency for the purposes of eligibility for this

27 benefit program;

28 (7) the two-year residency requirement will not discourage

29 migration to the state or otherwise interfere wit h interstate travel;
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1 (8) this prog r a m  does not involve a basic right under the state

2 or federal constitutions or a basic necessity of life; and

3 (9) the interest of the state in determining bona fide residence

4 for purposes of this program is at least equal to the interest recognized

5 in Andress v. Baxter, U.S. District Court for the District of Alaska, No.

6 A82-307 Civ., September 8, 1983.

7 * Sec. 2. AS 43.23.005(a) is amended to read:

8 (a) An individual is eligible to receive one permanent fund

9 dividend each year in an amount to be determined under AS 43.23.025 if

10 the individual applies to the department, and if

11 (1) on the date of application the individual is a state

12 resident;

13 (2) the individual was a state resident for a period of at

14 least 24 [SIX] consecutive months immediately preceding April 1 of the

15 current dividend year; and

16 (3) the individual has been physically present in the state

17 at some time during the period beginning July 1 two years before the

18 date of application and ending on the date of application.

19 * Sec. 3. AS 43.23.005 is amended by adding a new subsection to read:

20 (e) If a court finds the durational residency requirement under

21 (a)(2) of this section is invalid and no appeal is pending, the resi-

22 dency requirement is one year. If a court finds the one y e a r  resi-

23 dency requirement is invalid and no appeal is pending, the residency

24 requirement is the longest duration permitted by law. The department

25 shall change the statement of eligibility under AS 43.23.015(b) as

26 necessary to conform to this subsection.

27 * Sec. 4. AS 43.23.015(b) is amended to read:

28 (b) The department shall prescribe and furnish an application

29 form for claiming a permanent fund dividend. The a pplication must

HB0034D CSHB 34(Fin)



contain a statement of eligibility and a certification of residency in 

substantially the following form:

I certify that

( ) I am a state resident on the date of this application, I have 

been a state resident for at least 24 [SIX] months mediately p r e c e d­

ing April 1 of the current d i v idend year, and I have been physically 

present in the State of Alaska at some time during the period b e g i n­

ning July 1 two years before the date of application and ending on the 

date of this application; or

( ) (name), the individual on whose behalf I am applying, is a 

state resident on the date of this application, has been  a state 

resident for at least 24 [SIX] months immediately preceding April 1 of 

the current dividend year, and has been physically present in the 

State of Alaska at some time during the period beginning July 1 two 

years before the date of application and ending on the date of this 

application.

I understand that a false claim of eligibility to obtain a p e r m a­

nent fund dividend for myself or for another is a criminal offense, 

that if convicted I will forfeit future dividends, and that I must 

repay all dividends that have been paid to me. I understand that if I 

wilfully misrepresent, exercise gross negligence, or recklessly d i s r e­

gard a material fact regarding my eligibility for a permanent fund 

dividend I will forfeit the dividend, be subject to a civil fine of up 

to §5,000, and lose my eligibility for the next five dividends. I 

understand that these penalties are in addition to any criminal p e n­

alties imposed.

CSHB 34(Fin) -4-
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* Sec. 5. AS 47.45.010(a) is amended to read:

(a) A  person who is 65 years of age or over, who resides in the

state for at least two years [ONE YEAR] immediately preceding a p p li c a­

tion for a longevity bonus u n d e r  this chapter may apply to the commis­

sioner of administration for q u a l ification to receive a mont h l y  bonus, 

of $ 2 5 0 ^

* Sec. 6. AS 47.45.010 is amended by adding a new subsection to read:

(d) If a court finds the durational residency requirement under

(a) of this section is invalid and no appeal is pending, the residency 

requirement is one year. If a court finds the one year residency 

requirement is invalid and no appeal is pending, the residency r e­

quirement is the longest d u r ation permitted by law.

* Sec. 7. Notwithstanding the amendments to AS 43.23 made by secs. 2 -

15 4 of this Act, if an individual received a permanent fund dividend for 1989

16 the individual's eligibility to receive a dividend for 1990 shall be d.e-

17 termined under the law as it existed before those amendments.

18 * Sec. 8. Notwithstanding the amendment to AS 47.45 made by secs. 5 and

19 6 of this Act, if an individual received a longevity bonus payment for any

20 month during 1989, the individual's eligibility to receive bonus payments

21 during 1990 shall be determined under the law as it existed before that

22 a m e n d m e n t.

23 * Sec. 9. This Act takes effect January 1, 1990.

authorized representative)
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