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Senate State A ffa irs  Committee
MEMORANDUM
TO: Senate State Affairs Committee Members
FROM: Senator Pat Pourchot
RE: Wednesday, April 4 Committee Hearing
DATE: April 3, 1990
On Wednesday, April 4 at 1:30 p.m. in the Beltz Room the Senate State 
Affairs Committee will hear the following bills:TELECONFERENCE; Anchorage,Mat-Su,Petersburg,Fairbanks,Delta Junction
SB 537.Lonaevftv~Bpmrs Program.efd. SB 537 would phase out the Longevity 
Bonus Program over a 10-year period. Contrary to previous "stair-stepping" 
proposals, this bill would "grandfather" a recipient into the program at 
the amount of the bonus payment for the year in which he/she qualifies. 
Persons currently receiving $250 per month would continue to do so for as 
long as they remain in Alaska.
SCR 52. relating to the leasing of space bv the state. Sponsored by Senator
Rodcy, the resolution encourages state agencies to avoid leasing practices 
that would cause the construction of substandard commercial structures, 
practices that are referred to as the "capital lease process" and/or the 
"design, build, lease back process". In the capital lease process, leases 
are awarded to the lowest bidder, with no mechanism in place to ensure that 
facilities are economical to operate and maintain or are responsive to the 
needs of the agency or the communities. The Committee Substitute passed by 
House Finance is included in your packet. Senator Rodey requests that the 
committee consider revising SCR 52 to be identical to CS HCR 52. The CS
would establish a State Lease Task Force to study the problems with the
Capital Lease process and to submit its findings and recommendations to the 
governor and legislature by 1/21/91.
SB 399. An Act approving leases of office space bv the Department of 
Administration: and providing for an effective date. This bill would 
approve the leases of office space, each of which may which may exceed $1 
million in rent, for the following buildings: Juneau: Goldbelt Building, 
Anchorage: Labor Offices at 33rd Street/Eagle Street and the Law Offices in 
the Peterson Towers(near the Court Building.)

SB 346, An Act relating to public notice regarding the value of permanent 
fund dividends: and providing for an effective date. In your packet is the 
proposed CS, which contains the original language of SB 346, requiring the



Commissioner of Revenue to disclose on Permanent Fund Dividend check stubs 
the amount of dividends as the result of constitutionally mandated deposits 
and the amount attributable to legislative appropriations and additional 
language that requires all deductions from the Dividend Fund be listed on 
the~check stub. A letter of intent would accompany this bill clarifying 
that all deductions from earnings, i.e. administration costs, oil l i t iga­
tion fees and inflation-proofing amounts be included in the Permanent Fund 
brochure that is mailed with the PFD checks.



Senator Pourchot
March 30, 1990

C o n t r a r y  to p r e v i o u s  "stai r- st e pp in g"  proposals, w h i c h  cut off new 
recipients, th is  p r o p o s a l  w o u l d  "g ra nd father" a r e c i p i e n t  into the 
p r o g r a m  at the a m o u n t  of the bo nu s p a y m e n t  for t he y e a r  in wh ic h 
h e / s h e  qualifies. P e r s o n s  c u r r e n t l y  r e c e i v i n g  $250 p e r  m o n t h  
w o u l d  c o n t i n u e  to do so for as long as t h e y  r e m a i n  in Alaska. 
P e r so ns  q u a l i f y i n g  d u r i n g  the seco nd  y e a r  of the  p r o g r a m  w o u l d  be 
"gran df at he re d"  in at a l e s s e r  amoun t bu t w o u l d  r e m a i n  at th at  
level for t h e  re st  of t h e i r  lives in Alaska.

T he a dv an t a g e s  of th i s a p p r o a c h  include:

1) A  s e n io r' s b o n u s  p a y m e n t  w o u l d  not d e c l i n e  o v e r  time.

2) T h e r e  is no impact on P e r m a n e n t  Fund Dividends. S e n i o r s
w o u l d  still r e c e i v e  t h e i r  d i v i d e n d s  r e g a r d l e s s  of w h e n  they 
t u r n e d  65.

3) T h e  c o n c e p t  is s i m p l e  to u n d e r s t a n d  a nd administer.

4) T h e  c o st  of t he L o n g e v i t y  Bonus P r o g r a m  w o u l d  g r a d u a l l y
d e c l i n e  u n t il  p h a s e d  out in 10 y ea rs  (except for s u r v i v i n g  
r e c i p i e n t s ) .

5) E l i m i n a t e s  u n c e r t a i n t y  of fiscal impac t for b o t h  t he state 
and the recipients.

6) T h e r e  is a g r a d ua l r e d u c t i o n  in b e n e f i t s  w i t h  no a r b i t r a r y  
c u t o f f  da te  s e p a r a t i n g  "haves" from "have-nots".

A m o u n t  at W h i c h  a P e r s o n  is G r a n d f a t h e r e d
Into P r o gr a m

Y e a r  P e r s o n
R e a c h e s  A g e  10-Y ea r

6 5 ____________________  P h a s e - O u t

1990 $250
1991 225
1992 200
1993 175
1994 150
1995 125
1996 100
1997 75
1998 50
1999 25
2000 0

SB 537 - BONUS LADDER
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c L O N G E VI T Y B O N U S  P R O G R A M — C O M P A R I S O N  OF A N N U A L  C OS TS  
V a r io us  Opt io n s

In Mi llions of Dollars

Bonus L a d d er

Fiscal N u m b e r  of Current — — — mmmmm-mm-rn—* “  *“ “  “
Year R e c i p i e n t s P r og ra m SB 5 5 -Year 10 -Year 1 5 - Y e a r

1991 20,075 60,2 60.2 60.2 60.2 60.2

1992 21,153 63.5 63.2 62.1 62.8 63.0

1993 22,232 66.7 65.7 62.6 64.6 65.3

1994 23,310 69.9 67.6 61.7 65.8 67.2

1995 24,389 73.2 68.9 59.4 66.3 68.6

1996 25,384 76.2 69.2 55.8 66.0 69.4

1997 26,295 78.9 68.6 52.4 64.9 69.6

1998 27,208 81.6 67.0 49.2 63.2 69.3

1999 28,120 84.4 64.4 46.2 60.9 68.7

2000 28,949 86.8 60.5 43.3 57.9 67.6

2001 29,817 89.5 55.3 40.7 54.4 66.1

2002 30,712 92.1 48.7 38.2 51.1 64.2

2003 31,634 94.9 40.4 35.9 48.0 62.0

2004 32,582 97.7 30.3 33.7 45.0 59.3

2005 33,560 100.7 24.9 31.6 42.3 56.3

2006 34,567 103.7 23.4 29.7 39.7 52.9

2007 35,604 106.8 22.0 27.9 37.3 49.6

2008 36,672 110.0 20.6 26.2 35.0 46.6

2009 37,772 113.3 19.4 24.6 32.9 43.8

2010 38,905 116.7 18.2 23.1 30.9 41.1

e pa re d b y  t h e  D i v i si on  of P i o n e e r s 7 Benefits 3/3/90

Fi l e ALB.sb5



LONGEVITY BONUS PROGRAH COST ANALYSIS 
TEN-YEAR PHASE-OUT

Current Program

Number of fiscal Note
Year Recipients Annual Cumulative

TOTAL FROGRAM COST 
(millions)

Number of
Year Recipients Annual Cumulative

1991

17,835
18,914
20,075 60.2 60.2 0.0

1992 21,153 63.5 123.7 (692.3)

1993 22,232 66.7 190.4 (2,072.9)
1994 23,310 69.9 260.3 (4,138.3)

1995 24,389 73.2 333.5 (6,888.0)

1996 25,384 76.2 409.6 (10,193.0)
1997 26,295 78.9 488.5
1998 27,208 81.6 570.1
1999 20,120 84.4 654 .5
2000 28,949 86.8 741.3
2001 29,817 89.5 830.8
2002 30,712 92.1 922.9
2003 31,634 94.9 1,017.8
2004 32,582 97.7 1,115.6

2005 33,560 100.7 1,216.3
2006 34,567 103.7 1,320.0
2007 35,604 106.8 1,426.8
2008 36,672 110.0 1,536.8
2009 37,772 113.3 1,650.1
2010 38,905 116.7 1,766.8

89
90
91 1991 20,075 60.2 60.2
92 1992 21,153 62.8 123.0
93 1993 22,231 64.6 187.6
94 1994 23,309 65.8 253.4
95 1995 24,388 66.3 319.7
96 1996 25,383 66.0 385.6
97 1997 26,295 64.9 450.5
98 1998 27,208 63.2 513.7

99 1999 28,120 60.9 574.6
00 2000 28,949 57.9 632.5

01 2001 29,817 54.4 686.9
02 2002 30,712 51.1 738.0
03 2003 31,634 48.0 785.9
C4 2004 32,582 45.0 831.0

05 i005 33,560 42.3 873.2
06 2006 34,567 39.7 912.9
07 2007 35,604 37.3 950.2
08 2008 36,672 35.0 985.2
09 2009 37,772 32.9 1018.1
10 2010 38,905 30.9 1048.9

Age 65 by Jan. 1, 1991

Number of Monthly Cost 
Recipients Bonus (nillions)

20,075 250 60.2
18,850 250 56.5

17,699 250 53.1
16,618 250 49.9
15,604 250 46.8

14,651 250 44.0
13,757 250 41.3
12,917 250 38.8
12,129 250 36.4
11,388 250 34.2
10,693 250 32.1
10,040 250 30.1
9,427 250 28.3
8,852 250 26.6

8,312 250 24.9
7,804 250 23.4
7,328 250 22.0
6,880 250 20.6
6,460 250 19.4
6,066 250 18.2

Age 65 after Jan. 1, 1991

Number of Monthly Cost
Recipients Bonus (million

0 250 0.0
2,303 225 6.2
4,532 200 11.5
6,691 175 15.9
8,784 150 19.5
10,732 125 22.0
12,538 100 23.6
14,291 75 24.4
15,991 50 24.5
17,561 25 23.8
19,124 0 22.3
20,672 0 20.9
22,207 0 19.7
23,730 C 18.5

25,248 0 17.3
26,763 0 16.3
28,276 0 15.3
29,791 0 24.4
31,312 0 13.5
32,839 0 12.7
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MEMORANDUM State of Alaska
Office of the G o v e r n o r

D iv is io n  o f  P o l ic y

TO: Pat Pourchot DATE: April 2, 1990
Senator

FROM: V\VuterVU4alloran PHONE: 465-3568
Director, Policy

SUBJECT: SB 537: LONGEVITY BONUS FILE NO:

In the prior hearing on the proposed committee substitute for SB 5, now introduced as 
a separate bill (SB537), the question was asked whether the approach poses any 
legal or constitutional problems. The Department of Law reviewed the proposal to 
gradually eliminate the longevity bonus program by reducing the amount paid to new 
recipients of the bonus in each of the 10 years following enactment of the legislation. 
Their conclusion (attached) is that the proposal poses no legal problems.

If we may provide any further assistance, please give me a call.



MEMORANDUM S t a t e  o f  A l a s k a

Department of L a w

TO

FROM

M a r y  Hal lo ra n,  D i r e c t o r  
Divisioftrflfc-PWicy 
O f f i c e  ^trHiSeUGovernorMANAGEMENT I BUDGETMAR 3.0.19iQ
STRATEGIC P L A N N IN ^ > ^ "
K a t h l e e n  S t r a s b a u g h /
A s s i s t a n t  A t t o r n e y  General 
G o v e r n m e n t a l  A f f a i r s  - Ju neau

DATE: 

FILE NO: 

TEL. NO: 

SUBJECT:

M a r c h  2 8 ,  1990 

F i l e  # 663-9 0 -0 3 62  

465-3600

R e v i e w  o f  c o m m i t t e e  
s u b s t i t u t e  f o r  S B  5 
L o n g e v i t y  b o n u s  
a m e n d m e n t s

I .  Q u e s t i o n  p r e s e n t e d

Y o u  h a v e  a s k e d  w h e t h e r  S e n a t o r  P o u r c h o t ' s  c o m m i t t e e  
s u b s t i t u t e  f o r  S B  5 ,  w h i c h  w o u l d  r e p l a c e  a  p r o p o s e d  a n n u i t y  p r o g r a m  
w i t h  a  g r a d u a l  p h a s e - o u t  o f  l o n g e v i t y  b o n u s  p a y m e n t s /  p o s e s  a n y  
l e g a l  p r o b l e m s .

T h e  s h o r t  a n s w e r  i s  t h a t  e x c e p t  f o r  t h e  d u r a t i o n a l  
r e s i d e n c y  r e q u i r e m e n t /  w h i c h  w e  d o  n o t  a d d r e s s  h e r e ,  i t  s h o u l d  
n o t .  1 /

ii. A n a l y s i s

B o t h  S B  5 a n d  S e n a t o r  P o u r c h o t ' s  p r o p o s a l  r e p r e s e n t  
e f f o r t s  t o  r e d u c e  t h e  c o s t  o f  t h e  l o n g e v i t y  b o n u s  p r o g r a m ,  A S  
4 7 . 4 5 ,  w h i c h  w a s  s i g n i f i c a n t l y  i n c r e a s e d  w h e n  t h e  2 5 - y e a r  r e s i d e n c y  
r e q u i r e m e n t  w a s  e l i m i n a t e d  b y  t h e  A l a s k a  S u p r e m e  C o u r t ' s  h o l d i n g  i n  
S c h a f e r  v .  V e s t .  680 P . 2 d  1169 ( A l a s k a  1 9 8 4 ) .  S e e  a l S Q  S t a t e  
S p e c i a l  C o m m i t t e e  o n  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m ,  R e p o r t  t o  t h e  
1 4 t h  L e g i s l a t u r e  -  F i r s t  S e s s i o n  . a n d _ _ t Q _ G o y _ e r n Q r _  B i l l  S h e f f i e l d  
( F e b r u a r y  1 ,  1985)  ( " R e p t . " )  a t  1 0 ,  2 9 ,  a n d  3 5 ) ;  s e c .  7 ,  c h .  3 8 ,  
S L A  1984 ( c r e a t i n g  t h e  s p e c i a l  c o m m i t t e e ) .

T h e  p r o p o s a l  y o u  h a v e  a s k e d  u s  t o  r e v i e w  w o u l d  g r a d u a l l y  
e l i m i n a t e  t h e  l o n g e v i t y  b o n u s  p r o g r a m  b y  r e d u c i n g  t h e  a m o u n t  p a i d  
t o  n e w  r e c i p i e n t s  o f  t h e  b o n u s  i n  e a c h  o f  t h e  10 o r  15 y e a r s  
f o l l o w i n g  t h e  e n a c t m e n t  o f  t h e  l e g i s l a t i o n .  P e o p l e  c u r r e n t l y  
r e c e i v i n g  l o n g e v i t y  b o n u s  p a y m e n t s  w o u l d  c o n t i n u e  a t  t h e i r  p r e s e n t  
b e n e f i t  l e v e l .  P e o p l e  b e c o m i n g  e l i g i b l e  i n  e a c h  s u c c e s s i v e  y e a r  
w o u l d  r e c e i v e  a  l o w e r  b e n e f i t .  E a c h  " c l a s s "  o f  r e c i p i e n t s  w o u l d  
r e c e i v e  s u c c e s s i v e l y  l o w e r  m o n t h l y  p a y m e n t s ,  b u t  m a i n t a i n  t h e  s a m e  
m o n t h l y  b e n e f i t  t h r o u g h o u t  t h e i r  e l i g i b i l i t y .

1 /  S e e  l e t t e r  f r o m  A t t o r n e y  G e n e r a l  B a i l y  t o  G o v e r n o r  C o w p e r  ( J u n e  
2 ,  1989 ;  f i l e  N o .  8 8 3 - 8 9 - 0 1 1 4 )  ( r e v i e w i n g  CSHB  3 4 ( F i n ) ,  l e n g t h e n i n g  
d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  t o  t w o  y e a r s . )

0KI02



Mary Halloran, Director
Division of Policy
Office of the Governor

March 28, 1990
Page 2

AGO File 663-90-0362

S o m e  m e m b e r s  o f  t h e  s t a t e  s p e c i a l  c o m m i t t e e  n o t e d  t h a t  
s u c h  a  p r o p o s a l  m i g h t  b e  a t t a c k e d  o n  t h e  g r o u n d s  t h a t  t r e a t i n g  
d i s c r e t e  g r o u p s  o f  r e c i p i e n t s  d i f f e r e n t l y  o n  t h e  b a s i s  o f  t h e  d a t e  
t h e y  b e c a m e  e l i g i b l e ,  t h a t  i s ,  o n  t h e  b a s i s  o f  t h e i r  a g e ,  i s  a  
v i o l a t i o n  o f  t h e  c o n s t i t u t i o n a l  g u a r a n t e e  o f  e q u a l  p r o t e c t i o n .  
M i n o r i t y  M e m b e r s  o f  t h e  G o v e r n o r ' s  L o n g e v i t y  B o n u s  T a s k  F o r c e ,  
R e p o r t  t o  t h e  F o u r t e e n t h  A l a s k a  S t a t e  L e g i s l a t u r e  a n d  G o v e r n o r  B i l l  
S h e f f i e l d  ( F e b r u a r y  1 ,  1985 )  a t  7 ( " M i n o r i t y  R e p t . " ) .  T h i s  w o u l d  
a p p e a r  t o  b e  t h e  l e g a l  i s s u e  r a i s e d  b y  t h e  p r o p o s a l .

T h e  m i n o r i t y  c o m m i t t e e  m e m b e r s  c o n c l u d e d  t h a t  l e g i s l a t i o n  
w h i c h  g r a n d f a t h e r e d  c u r r e n t  r e c i p i e n t s  i n t o  t h e  p r o g r a m ,  w h i l e  
r e d u c i n g  b e n e f i t s  t o  n e w  r e c i p i e n t s  w o u l d  s u r v i v e  a n  e q u a l
p r o t e c t i o n  c h a l l e n g e ,  c i t i n g  K a l m a k o f f  Y ,  S i a i s ,  693 P . 2 d  844
( A l a s k a  1 9 8 5 ) .  I n  K a l m a k o f f ,  t h e  A l a s k a  S u p r e m e  C o u r t ,  h a v i n g  
p r e v i o u s l y  c o n c l u d e d  t h a t  e n t r y  i n t o  a  c o m m e r c i a l  f i s h e r y  w a s  a n  
i m p o r t a n t ,  b u t  n o t  f u n d a m e n t a l ,  r i g h t ,  2 /  u p h e l d  C o m m e r c i a l  
F i s h e r i e s  E n t r y  C o m m i s s i o n  r e g u l a t i o n s  g r a n t i n g  a  p r e f e r e n c e  f o r  
p e r m i t  a p p l i c a n t s  w h o  h e l d  g e a r  l i c e n s e s  i n  p a r t i c u l a r  y e a r s . T h e  
m i n o r i t y  c o m m i t t e e  m e m b e r s ' t h e o r y  w a s  t h a t  c u r r e n t  l o n g e v i t y  b o n u s  
r e c i p i e n t s ,  l i k e  t h e  l o n g e r  t e r m  g e a r  l i c e n s e  h o l d e r s  i n  K a l m a k o f f , 
w o u l d  s u f f e r  h a r d s h i p  i f  t h e  p r o g r a m  w e r e  a l t e r e d  o r  r e d u c e d ,  w h i l e  
t h o s e  w h o  w e r e  n o t  y e t  r e c e i v i n g  b e n e f i t s ,  l i k e  m o r e  r e c e n t  
e n t r a n t s  t o  f i s h e r i e s ,  w o u l d  s u f f e r  l e s s .  S u c h  p e r s o n s  w o u l d  h a v e  
s o m e  w a g e - e a r n i n g  y e a r s  t o  a d j u s t  t h e i r  e x p e c t a t i o n s .  M i n o r i t y  
R e p t . , .  a t  7 .  2 /

T h e  p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  w o u l d  b e  u p h e l d  u n d e r  
f e d e r a l  e q u a l  p r o t e c t i o n  s t a n d a r d s ,  a s  a  n u m b e r  o f  c a s e s  a d d r e s s i n g  
c h a n g e s  i n  t h e  f e d e r a l  s o c i a l  s e c u r i t y  p r o g r a m  d e m o n s t r a t e .  T h e r e  
a r e  s i m i l a r i t i e s  b e t w e e n  s o c i a l  s e c u r i t y  o l d - a g e  b e n e f i t s  a n d  
l o n g e v i t y  b e n e f i t s  w h i c h  m a k e  a  r e v i e w  o f  s u c h  c a s e s  i n s t r u c t i v e .  
S o c i a l  s e c u r i t y  o l d - a g e  b e n e f i t s  p a y m e n t s  a r e  n o t  d e s i g n e d  
p r i m a r i l y  f o r  t h o s e  w h o  a r e  n e e d i e s t  b u t  t o  p r o v i d e  " b a s i c  
p r o t e c t i o n  a g a i n s t  h a r d s h i p s  c r e a t e d  b y  t h e  l o s s  o f  e a r n i n g s  d u e  t o  
. .  .  o l d  a g e . "  M a t h e w s  v .  D e C a s t r o . 429 U . S .  1 8 1 ,  187-88 ( 1 9 7 6 ) .  
T h e  l o n g e v i t y  b o n u s  p r o g r a m  i s  d e s i g n e d  n o t  a s  a  s u b s t i t u t e  f o r  
p r o g r a m s  f o r  t h e  n e e d y ,  b u t  t o  p e r m i t  a n d  e n c o u r a g e  A l a s k a ' s  
e l d e r l y  t o  s p e n d  t h e i r  r e t i r e m e n t  y e a r s  i n  A l a s k a  b y  m a k i n g  i t  
p o s s i b l e  t o  m e e t  A l a s k a ' s  h i g h  c o s t  o f  l i v i n g  a n d  h a r s h

2 /  S e e  C o m m e r c i a l  F i s h e r i e s  E n t r y .  C om m .  v .  A p o k e d a k ,  606 P . 2 d
1 2 5 5 ,  1265 ( A l a s k a  1 9 8 0 ) .

2 /  I t  m u s t  b e  o b s e r v e d  t h a t  t h e  K a l m a k o f f  c o u r t  b a s e d  i t s  d e c i s i o n  
t o  u p h o l d  a  p o t e n t i a l l y  a r b i t r a r y  p e r m i t  c u t o f f  d a t e  i n  p a r t  o n  a n  
e x c e p t i o n  i n  t h e  r e g u l a t i o n s  f o r  s p e c i a l  c i r c u m s t a n c e s .  693 P . 2 d  
a t  854 .
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e n v i r o n m e n t .  S e c .  1 ,  c h .  3 8 ,  S L A  1 9 8 4 .  B o t h  p r o g r a m s  p r o v i d e  
i n c o m e  s u p p o r t  t o  t h e  e l d e r l y ,  b u t  a r e  n o t  p u b l i c  a s s i s t a n c e  
p r o g r a m s  d e s i g n e d  t o  m e e t  l i f e ' s  n e c e s s i t i e s  b y  p r o v i d i n g  b e n e f i t s  
b a s e d  o n  n e e d .

I n  D e C a s t r o , t h e  S u p r e m e  C o u r t  u p h e l d  t h e  d i s t i n c t i o n  
d r a w n  b y  C o n g r e s s  b e t w e e n  d i v o r c e d  a n d  m a r r i e d  w o m e n  u n d e r  62 a s  t o  
t h e  p a y m e n t  o f  b e n e f i t s  w h e n  t h e i r  h u s b a n d s  w e r e  d i s a b l e d .  I t s  
h o l d i n g  w a s  b a s e d  u p o n  t h e  p r i n c i p l e  t h a t  " [ g o v e r n m e n t a l  d e c i s i o n s  
t o  s p e n d  m o n e y  t o  i m p r o v e  t h e  g e n e r a l  p u b l i c  w e l f a r e  i n  o n e  w a y  a n d  
n o t  a n o t h e r  a r e  ' n o t  c o n f i d e d  t o  t h e  c o u r t s . ' "  D e C a s t r o ,  429 U . S .  
a t  1 8 5 ,  ( q u o t i n g  H e l v e r i n g  v .  D a v i s ,  301 U . S .  6 1 9 ,  640 ( 1 9 3 7 ) ) .  I n  
t h e  a r e a  o f  s o c i a l  w e l f a r e ,  i f  a  c l a s s i f i c a t i o n  h a s  s o m e  r e a s o n a b l e  
b a s i s ,  i t  w i l l  b e  u p h e l d  e v e n  i f  i t  r e s u l t s  i n  s o m e  i n e q u i t y  i n  
p r a c t i c e .  S c h w e i k e r  v .  W i l s o n . 450 U . S .  2 2 1 ,  234-35  (1 98 1 )
( u p h o l d i n g  d i f f e r e n t i a l  t r e a t m e n t  o f  i n s t i t u t i o n a l i z e d  p e r s o n s  a s  
t o  e l i g i b i l i t y  f o r  c e r t a i n  S S I  b e n e f i t s  d e p e n d i n g  o n  t h e  n a t u r e  o f  
t h e  i n s t i t u t i o n ) .

I n  c a s e s  c o n c e r n i n g  c h a n g e s  i n  b e n e f i t s ,  t h e  f e d e r a l  
c o u r t s  h a v e  g i v e n  s h o r t  s h r i f t  t o  a r g u m e n t s  t h a t  a  c h a n g e  i n  
e l i g i b i l i t y  c r i t e r i a  f o r  b e n e f i t s  c o n s t i t u t e s  u n l a w f u l  
d i s c r i m i n a t i o n .  C a l i f a n o  v .  W e b s t e r ,  430 U . S .  3 1 3 ,  320-21  ( 1 9 7 7 ) ;  
D i l l i n g e r  v .  S c h w e i k e r , 762 F . 2 d  5 0 6 ,  508 ( 6 t h  C i r .  1 9 8 5 ) .
D i l l i n g e r  a d d r e s s e d  1977 a m e n d m e n t s  t o  t h e  S o c i a l  S e c u r i t y  A c t  t h a t  
c h a n g e d  t h e  f o r m u l a  f o r  c a l c u l a t i n g  b e n e f i t s  p r o s p e c t i v e l y  o n l y ,  
t h u s  c r e a t i n g  t w o  c l a s s e s  o f  r e c i p i e n t s :  t h o s e  w h o  r e a c h e d  a g e  62 
b e f o r e  J a n u a r y  1 ,  1 9 7 9 ,  a n d  t h o s e  w h o  r e a c h e d  a g e  62 a f t e r  t h a t  
d a t e .  T h e  l a t t e r  g r o u p  r e c e i v e d  l o w e r  b e n e f i t s .  R e a s o n i n g  t h a t  
s o c i a l  s e c u r i t y  b e n e f i t s  a r e  n o t  a  f u n d a m e n t a l  r i g h t  a n d  t h a t  t h e  
c l a s s i f i c a t i o n  w a s  n o t  b a s e d  o n  a  s u s p e c t  c r i t e r i o n ,  t h e  S i x t h  
C i r c u i t  c o n c l u d e d  t h a t  t h e  p r o s p e c t i v e - o n l y  r e d u c t i o n  o f  b e n e f i t s ,  
r e s u l t i n g  f r o m  a n  a m e n d m e n t  t o  a  b e n e f i t  c a l c u l a t i o n  f o r m u l a  w h i c h  
h a d  p l a c e d  a  f i n a n c i a l  s t r a i n  o n  t h e  p r o g r a m ,  w a s  r e a s o n a b l e  g i v e n  
t h e  r e l i a n c e  u p o n  e x i s t i n g  b e n e f i t  l e v e l s  b y  c u r r e n t  r e t i r e e s  a s  
a g a i n s t  t h e  l e s s e r  e x p e c t a t i o n s  o f  t h o s e  w h o  h a v e  n o t  y e t  
r e t i r e d .  4 /

I n  A l a s k a ,  l e g i s l a t i v e  c l a s s i f i c a t i o n s  a r e  w e i g h e d  o n  a  
s l i d i n g  s c a l e ,  r a t h e r  t h a n  s u b j e c t e d  t o  t h e  t w o - s t e p  p r o c e s s  
f o l l o w e d  b y  t h e  f e d e r a l  c o u r t s .  T h u s ,  " [ t ] h e  a p p l i c a b l e  s t a n d a r d  
o f  r e v i e w  f o r  a  g i v e n  c a s e  i s  t o  b e  d e t e r m i n e d  b y  t h e  i m p o r t a n c e  o f

4 /  I t  i s  i m p o r t a n t  t o  n o t e  t h a t  s o c i a l  s e c u r i t y  i s  n o t  a n  a c c r u e d  
b e n e f i t  l i k e  a  p e n s i o n .  T h u s  t h e  p r o g r a m  c o u l d  b e  a l t e r e d  f o r  
c u r r e n t  r e c i p i e n t s ,  i f  n e e d  b e .  2.Q& F l e m m i n g  v .  N e s t o r , 363 U . S .  
6 0 3 ,  609 ( 1 9 6 0 ) .  T h e  l o n g e v i t y  b o n u s  l i k e w i s e  i s  n o t  a n  a c c r u e d  
b e n e f i t .
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t h e  i n d i v i d u a l  r i g h t s  a s s e r t e d ,  a n d  b y  t h e  d e g r e e  o f  s u s p i c i o n  w i t h  
w h i c h  . . .  [ t h e  c o u r t ]  v i e w [ s ]  t h e  r e s u l t i n g  c l a s s i f i c a t i o n
s c h e m e . "  A l a s k a  P a c i f i c  A s s u r a n c e  C o . _ v .  B r o w n . 687 P . 2 d  2 6 4 ,  269-  
70 ( A l a s k a  1 9 8 4 ) ;  H a r r i s o n  v .  S t a t e , 687 P . 2 d  3 3 2 ,  339-40  ( A l a s k a  
A p p .  1 9 8 4 ) .  T h e  m o r e  i m p o r t a n t  t h e  r i g h t  a f f e c t e d ,  t h e  m o r e  
c l o s e l y  t h e  c l a s s i f i c a t i o n  c h o s e n  m u s t  f i t  t h e  p u r p o s e  o f  t h e  
s t a t u t e .  B r o i m ,  687 P . 2 d  a t  2 6 9 - 7 0 .  & & £  a l s o  S t a t e  v .  E n s e r c h f
  P . 2 d  _______ ,  O p .  N o .  3539 ( A l a s k a  D e c .  1 8 ,  1 9 8 9 ) ,  n o t i n g  t h a t  i n
a d d i t i o n ,  t h e  c l a s s i f i c a t i o n  m u s t ,  a s  a  m a t t e r  o f  d u e  p r o c e s s ,  b e  
r e a s o n a b l e  a n d  n o t  a r b i t r a r y ,  i d .  a t  23-24  a n d  23 n . 1 2 .

H e r e ,  n o  f u n d a m e n t a l  o r  i m p o r t a n t  r i g h t  i s  a f f e c t e d ;  
l o n g e v i t y  b o n u s  r e c i p i e n t s  h a v e  n o  c o n s t i t u t i o n a l l y  p r o t e c t e d  
i n t e r e s t  i n  a n y  p a r t i c u l a r  b e n e f i t  a m o u n t .  C f . B r o w n , 687 P . 2 d  a t  
270 ( p l a i n t i f f  n o t  e n t i t l e d  t o  h a v e  p a r t i c u l a r  l e v e l  o f  w o r k e r s '  
c o m p e n s a t i o n  b e n e f i t s  a s  a  m a t t e r  o f  c o n s t i t u t i o n a l  l a w ) . T h e  
p r o g r a m  i s  n o t  d e s i g n e d  t o  p r o v i d e  t h e  m i n i m u m  n e c e s s i t i e s  o f  l i f e .  
S e c .  1 ( b ) ,  c h .  3 8 ,  S L A  1 9 8 4 .  T h u s ,  i f  t h e  p r o p o s e d  l e g i s l a t i o n  
w e r e  c h a l l e n g e d ,  i t  i s  l i k e l y  t h a t  t h e  r e v i e w i n g  c o u r t  w o u l d  
s u b j e c t  i t  t o  l e s s  t h a n  s e a r c h i n g  s c r u t i n y .  H o w e v e r ,  t h e  s t a t e  
e q u a l  p r o t e c t i o n  s t a n d a r d  i s  h i g h e r  t h a n  t h e  r a t i o n a l  b a s i s  t e s t  
e m p l o y e d  i n  m a n y  o f  t h e  a b o v e  c i t e d  f e d e r a l  c a s e s ,  a n d  t h e
l e g i s l a t i v e  c l a s s i f i c a t i o n  m u s t  b e a r  a  s u b s t a n t i a l  r e l a t i o n s h i p  t o
t h e  p u r p o s e  o f  t h e  l e g i s l a t i o n .  B a r b e r  v .  M u n i c i p a l i t y ____ q J;
A n c h o r a g e , 776 P . 2 d  1 0 3 5 ,  1039 ( A l a s k a  1 9 8 9 ) .

T h e  p r o p o s e d  s u b s t i t u t e  f o r  S B  5 i s  d e s i g n e d  t o  m e e t  t h e  
e x p e c t a t i o n s  o f  c u r r e n t  r e c i p i e n t s  c r e a t e d  b y  t h e  o r i g i n a l  
l e g i s l a t i o n ,  w h i l e  g r a d u a l l y  r e d u c i n g  t h e  e x p e c t a t i o n s  o f  p e r s o n s  
w h o  a r e  n o t  y e t  r e c i p i e n t s ,  w i t h  t h e  u l t i m a t e  g o a l  o f  e l i m i n a t i n g  
t h e  p r o g r a m  b e c a u s e  o f  i t s  c o s t .  T h e s e  g o a l s  a p p e a r  t o  b e
l e g i t i m a t e .  E n s e r c h , s l i p  o p .  a t  2 4 .  N o n e t h e l e s s ,  i t  m a y  b e
a r g u e d  t h a t  c o n s e r v i n g  r e s o u r c e s  i s  n o t  a l o n e  a n  a d e q u a t e
j u s t i f i c a t i o n  f o r  d r a w i n g  d i s t i n c t i o n s  a m o n g  d i f f e r e n t  c l a s s e s  o f  
c i t i z e n s .  B u t  t h e  a u t h o r i t y  f o r  t h i s  a r g u m e n t  i s  f o u n d  i n  c a s e s  
w h e r e  t h e  c l a s s i f i c a t i o n s  i n  q u e s t i o n  a r g u a b l y  d e p r i v e d  s o m e  
p e r s o n s  o f  i m p o r t a n t  r i g h t s .  B r o w n . 687 P .  2 d  a t  272 ( r e d u c t i o n  o f  
i n s u r a n c e  p r e m i u m s  n o t  b y  i t s e l f  a d e q u a t e  b a s i s  f o r  p r o v i d i n g  l o w e r  
w o r k e r s ' c o m p e n s a t i o n  b e n e f i t s  t o  w o r k e r s  w h o  m o v e  o u t  o f  s t a t e  
w h e r e  r i g h t  t o  t r a v e l  b u r d e n e d ) ;  W i l s o n  v .  M u n . o f  A n c h o r a g e , 669 
P . 2 d  5 6 9 ,  572-73 ( A l a s k a  1983) ( n e e d  t o  c o n s e r v e  r e s o u r c e s  w o u l d  
n o t  a l o n e  h a v e  j u s t i f i e d  b a r r i n g  t o r t  c l a i m s  a g a i n s t  c i t i e s  w h i l e  
a l l o w i n g  s u i t s  a g a i n s t  o t h e r  t o r t f e a s o r s  g i v e n  i m p o r t a n c e  o f  r i g h t  
o f  a c c e s s  t o  c o u r t s ;  s t a t u t e  u p h e l d  o n  g r o u n d s  t h a t  i t s  o t h e r  
o b j e c t i v e s  j u s t i f i e d  d i s t i n c t i o n ) ;  P l y l e r  v .  D o e , 457 P . 2 d  2 0 2 ,  227 
(1 9 8 2 )  ( a  s t a t e ' s  d e n i a l  o f  e d u c a t i o n  t o  u n d o c u m e n t e d  i m m i g r a n t  
c h i l d r e n  a  v i o l a t i o n  o f  e q u a l  p r o t e c t i o n  u n d e r  f e d e r a l  m e d i u m  
s c r u t i n y / s u b s t a n t i a l - r e l a t i o n s h i p  t e s t ;  o n e  o f  g r o u n d s ,  
c o n s e r v a t i o n  o f  s c a r c e  r e s o u r c e s ,  h e l d  n o t  a d e q u a t e  a l o n e  t o
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j u s t i f y  a  c l a s s i f i c a t i o n ;  d e c i s i o n  a s  t o  h o w  t o  a l l o c a t e  s c a r c e  
r e s o u r c e s  i t s e l f  s u b j e c t  t o  s c r u t i n y )  . 5./

H e r e  t h e  l e g i s l a t i v e  t a s k  i s  t o  r e c o n c i l e  t h e  i n t e r e s t s  
o f  t h o s e  w h o  c u r r e n t l y  r e c e i v e  b e n e f i t s  u n d e r  t h e  p r o g r a m ,  o r  w h o  
a r e  c l o s e  e n o u g h  t o  t h e  a g e  o f  e l i g i b i l i t y  t o  h a v e  i n c l u d e d  t h e  
l o n g e v i t y  b o n u s  i n  t h e i r  r e t i r e m e n t  p l a n n i n g ,  w i t h  t h e  n e e d  t o  e n d  
t h e  p r o g r a m ' s  d r a i n  o n  t h e  g e n e r a l  f u n d .  T h e  p r o p o s e d  c o m m i t t e e  
s u b s t i t u t e  d o e s  j u s t  t h a t .  W h e n  v i e w e d  i n  t h i s  l i g h t ,  i t  c a n n o t  b e  
s a i d  t h a t  t h e  c l a s s i f i c a t i o n  o n  t h e  b a s i s  o f  d a t e  o f  b i r t h  i s  
a r b i t r a r y .  C f .  D i l l i n g e r , 762 F . 2 d  a t  5 0 8 .  I t  i s  c l e a r  f r o m  
E n s e r c h  t h a t  t h e  A l a s k a  c o u r t s  w i l l  b e  s i g n i f i c a n t l y  l e s s  
d e f e r e n t i a l  t o  t h e  A l a l s k a  l e g i s l a t u r e ' s  c h o i c e  o f  m e a n s  w h e n  
r e v i e w i n g  c h a l l e n g e d  l e g i s l a t i o n  t h a n  t h e  f e d e r a l  c o u r t s  a r e  t o  
C o n g r e s s .  C f .  E n s e r c h  w i t h  D e C a s t r o . H o w e v e r ,  s i n c e  a l l  o f  t h e  
a l t e r n a t i v e s  c o n s i d e r e d  i n v o l v e  s o m e  p r o s p e c t i v e  c h a n g e  i n  t h e  
p r o g r a m  f o r  f u t u r e  r e c i p i e n t s  ( s e e  K e p t . ) ,  a n d  s i n c e  t h e  p r o g r a m  
c o u l d  b e  t e r m i n a t e d  o u t r i g h t  w i t h o u t  o f f e n d i n g  t h e  c o n s t i t u t i o n ,  
i t  i s  h a r d  t o  i m a g i n e  t h e  A l a s k a  S u p r e m e  C o u r t  s t r i k i n g  d o w n  t h e  
A l a s k a  l e g i s l a t u r e ' s  c h o i c e  h e r e ,  e v e n  i f  i t  p r e f e r r e d  a n o t h e r  
a l t e r n a t i v e .

T h e  A l a s k a  S u p r e m e  C o u r t ' s  r e c e n t  d e c i s i o n s  s u g g e s t  t h a t  
i t  w i l l  c l o s e l y  e v a l u a t e  a n y  s c h e m e  o f  l e g i s l a t i o n  w h i c h  t r e a t s  
s i m i l a r l y  s i t u a t e d  p e o p l e  d i f f e r e n t l y ,  e v e n  w h e r e  t h e  r i g h t s  a t  
i s s u e  a r e  o f  l i m i t e d  i m p o r t a n c e .  N o n e t h e l e s s ,  w e  b e l i e v e  t h a t  t h e  
p r o p o s e d  a m e n d m e n t s  o u g h t  t o  s u r v i v e  f e d e r a l  o r  s t a t e  e q u a l  
p r o t e c t i o n  c h a l l e n g e s .

A s  J u s t i c e  H o l m e s  o b s e r v e d :  " [ T ] h e  1 4 t h  A m e n d m e n t  d o e s  
n o t  f o r b i d  s t a t u t e s  a n d  s t a t u t o r y  c h a n g e s  t o  h a v e  a  b e g i n n i n g ,  a n d  
t h u s  t o  d i s c r i m i n a t e  b e t w e e n  t h e  r i g h t s  o f  a n  e a r l i e r  a n d  l a t e r  
t i m e . "  S p e r r y  & H u t c h e s o n  C o  ._V-.__ R h o d e s . 220 U . S .  505 ( 1 9 1 1 ) .

K S : m e

5 ./ G i v e n  t h a t  t h e  l e g i s l a t i o n  i s  d e s i g n e d  t o  e n d  t h e  p r o g r a m  i n  a  
w a y  w h i c h  d o e s  t h e  l e a s t  h a r m  t o  t h e  e x p e c t a t i o n s  o f  c u r r e n t  
r e c i p i e n t s  a n d  t h o s e  a b o u t  t o  r e t i r e ,  t h e  h o l d i n g  o f  S o n n e m a n  v .
K n i g h t , _______  P . 2 d  _______ , O p .  N o .  3565 ( A l a s k a ,  M a r c h  2 ,  1990)  o n
t h i s  i s s u e  d o e s  n o t  a l t e r  o u r  c o n c l u s i o n . I d . / S l i p  O p .  a t  1 0 - 1 1 .



D i v i s i o n  Pionaers Benefits —  L o n g e v i t y  B o n n Bill N u m b e r  sr ^ 7
Bill Title An Act r e l a t i n g  to the Lon ge vi t y Bonus Program: and 

p r o v i d i n g  for an e f f e c t i v e  date.
Position Statement: Explain briefly what bill does, its impacts and Department's

Prog ra m Effects of Bill: Phases out the lon ge v it y bonus p r o g r a m
over a t e n - y e a r  period. Any b e n e f i c i a r y  is held harmless from a n y  
r e d u c t i o n  of the a mount t h e y  initially receive for the pendency 
of th ei r life/residency.

C o m m e n t s :  E na c tment of th is  bill w o u l d  p hase out an expensive,
c o n t i n u i n g  and g r o w i n g  c o m m i t m e n t  of general fund revenue.

1) The bill, in time, eliminates all costs of the L o n g ev it y  
Bonus Program.

2) Th e savin gs  r e pr es e n t e d  by the bill are substantial. It 
p o t e n t i a l l y  frees m i l l i o n s  of d o l l ar s d u r i n g  this decade for other 
state s p e n d i n g  p ri or it i es  or to p a r t i a l l y  offset the effects of 
r even ue  r e d u c t i o n s .

3) The p h a s e  out of the p r o g r a m  is gradu al  and this wi ll  s often
the impact on the general economy. This is a side b e n e f i t  of the
g e n er ou s  hold harmless provisions.

4) The d o w n  side of the g e n e r o u s  hold harmless pr ov i s i o n s  is that
some gene r al  fun d i mpact w il l  c o n t i n u e  for m a n y  y e a r s .

5) Aside from some p r o g r a m m i n g  costs, im p le me nt at io n  of the bill 
w i l l  n o t  p r e s e n t  any t e c h ni ca l  d i f f i c u l t y  on the part of the 
d e p a r t m e n t .

T H E  D E P A R T M E N T  S T R O N G L Y  S UPPORTS T H I S  BILL.

position, Le. a) support, b) do not support, c) neutral or d) oppose.

APPROVED:

Division Pioneers Benefi t s /  
Lo ng ev it y Sonus

D a t e  April 3, 1990

(For m ore in form ation, ca ll Siou x Plum m er 465-2200)
Rev. 12/89
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r POSITION PAPER 
Senate Bill No. 537

"An Act relating to the longevity bonus program; and providing for an 
effective date."
BACKGROUND
Senate Bill No. 537 would modify the existing Longevity Bonus program by 
providing for a phase-out of Bonus payments. Current Bonus recipients 
and new Bonus recipients who reach age 65 before January 1991 would 
receive Bonus payments at the current $250 per month level for the 
duration of their participat on in the program. Longevity Bonus 
payments to recipients who reach age 65 in 1991 would be paid at $225 
per month, and the benefit to recipients who turn 65 in subsequent years 
would be $25 less .each year. Alaskans who reach age 65 after 1999 would 
not be entitled to Longevity Bonus payments.
We anticipate that the proposed change in the Longevity Bonus program 
would affect the approximately 3,200 needy older A^skans who receive 
benefits under the Old Age Assistance and Longevity Bonus Hold Harmless 
components of the Adult Public Assistance program in much the same way 
it would affect the elderly Alaska population as a whole: individuals
who will reach 65 in the coming years would need to plan on a smaller, 
but stable and predictable, amount of public support being available to 
them in their old age.
Federal Medicaid regulations require that Alaska's OAA program follow 
the eligibility rules of the federal Supplemental Security Income (SSI) 
program, a monthly cash assistance program administered by the Social 
Security Administration. The OAA program is essentially supplemental to 
the SSI program. SSI and OAA recipients are entitled to Medicaid 
benefi t s .
SSI regulations require that applicants and recipients apply for any 
other program benefits for which they may be eligible, including 
Longevity Bonus payments, or lose all eligibility for SSI payments 
(certain recipients who qualified for the Bonus under the old 25-year 
residency requirement are not required to apply for the Bonus program). 
SSI rules also require that Longevity Bonus payments be counted 
dollar-for-dollar against SSI eligibility qualifying standards, thus 
reducing SSI payments by the amount of Bonus payment and rendering some 
individuals ineligible for SSI. The OAA and Medicaid programs must 
treat the Bonus payments the same way as SSI. Currently, about 1,600 of 
our 3,200 aged clients receive Longevity Bonus payments which are 
countable under SSI rules (about 1,400 OAA recipients receive the 
"25-year" Bonus, which does not count as income).
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Position Paper 
Senate Bill No. 537 
Page 2

The Legislature enacted the Longevity Bonus "Hold Harmless" program 
(AS 47.45.422) in order to assure that needy elderly Alaskans who 
receive a federally countable Bonus do not end up with $250 less in 
monthly income than those who receive the federally exempt Bonus, and to 
make sure that necessary medical coverage (through the Medicaid program) 
was not lost by those whose total retirement income placed them so close 
to federal and state eligibility limits that receipt of the countable 
Sonus cost them eligibility for Medicaid. This program replaces the 
amount of cash lost to countable Bonus recipients when their federal SSI 
payments are decreased or ended, and i t  provides state funding in lieu 
of federal matching Medicaid funds to continue Medicaid coverage to 
those who lose regular Medicaid eligibility because of their Bonus 
income.
The change in the Longevity Bonus program proposed in Senate Bill 
No. 537 would reduce the cost of the Longevity Bonus Hold Harmless 
program by gradually reducing the amount of Bonus income to the OAA 
caseload, thus reducing the amount of federal SSI and Medicaid funding 
which is currently replaced with state-monies. Under current law, the 
Longevity Bonus Hold Harmless program is growing as the OAA caseload 
increases and "grandfathered" Bonus recipients diminish in their 
proportional representation in the caseload; under Senate Bill No. 537, 
Longevity Bonus Hold Harmless costs would gradually decrease as the 
Bonus program was phased out.
DISCUSSION
The phased reduction in the Longevity Bonus program proposed in Senate 
Bill No. 537 would, in coming years, affect needy older Alaskans in much 
the same way as their more financially secure counterparts: individuals
who join the ranks of the aged in the future would be able to count on 
less public money for their support. The phase-out of the Longevity 
Bonus program would eventually result in a parallel reduction in the 
need for Longevity Bonus Hold Harmless payments; the level of 
needs-based support available to needy older Alaskans under the SSI,
OAA, and Medicaid programs would be maintained at the levels already 
provided for in law. Unlike what might occur with other possible 
changes in the Longevity Bonus program, no needy elderly person would 
lose medical coverage under this legislation. Rather, increasing 
numbers of them would become eligible for federally-matched Medicaid 
assistance instead of the totally state-funded Hold Harmless medical coverage.

DOM WlSiXM
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RECOMMENDATION:
The Department neither supports nor opposes Senate Bill No 537. This 
legislation would provide the intended reduction in the cost of the 
Longevity Bonus program, along with a concomitant savings in Longevity 
Bonus Hold Harmless costs, without putting the elderly poor at risk of 
losing critical Medicaid coverage. The b i l l ' s  gradual phase-out 
strategy provides younger people a reasonable period of time to plan for 
their retirement needs and, thus, does not unduly increase their risk of 
falling into poverty at retirement age. ^

Recommended by:
vision of Public Assistance

Date: t h J L ^

Approved by:
Myra M. Munson, Commissioner 
Department of Health &

Social Services

Date:
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STATE OF ALASKA

1990 LEGISLATIVE SESSION

FISCAL NOTE
REQUEST:_________________________________
Revision Date:_________________  Agency Affected: H e a itn  & s o c i a l  S e r v i c e s

Title: An A c t  r e l a t i n g  to  the  L o n g e v i t y  BRU: A s s i s t a n c e  Payments BRU_______________________

Bonus  M ed ica l  A s s i s t a n c e _______________________

Sponsor: ~  Components: o a a - a lb  Hold Harm less_________________

R e q u e s t o r : ______________________________________________________________  ALB Hold Harm less______________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

(1 8 .2 ) ( 4 4 .8 ) ( 1 4 1 .7 ) ( 2 2 1 .3 ) ( 5 1 1 .1 ) (8 0 7 .0 )

0 0 0 0 0 0
TOTAL OPERATING ( 1 8 .2 ) (4 4 .  8) ( 1 4 1 .7 ) ( 2 9 1 .3 ) ( 5 1 1 .1 ) (8 0 7 .0 )

CAPITAL
REVENUE I •0

FUNDING: (Thousands of Dollars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 1034 

TOTAL

( 1 8 .2 ) ( 4 4 .8 ) ( 1 4 1 .7 ) ( 2 9 1 .3 ) ( 5 1 1 .1 ) (8 0 7 .0 )

0 0 0 0 0 0
0 0 0 0 0 0

( 1 8 .2 ) ( 4 4 .8 ) ( 1 4 1 .7 ) ( 2 9 1 .3 ) ( 5 1 1 .1 ) (8 0 7 .0 )

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
No F i s c a l  Impact i n  FY90

See A ttach ed

Prepared by:_ 
Division:

\ John R .  Tabefr, D i r e c t o r ____________

foifaCTC'A^si s t a n c e

Phone: 463-33/r/ 

Date:
63-33ft7

Approved by Commissioner:_____________
Agency: Department o f  H e a l t h  and S o c i a l  S e r v i c e s

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Date:

Page of
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PAGE 2
Division of Public Assistance 

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

1. SB No. 537 continues the Hold Harmless program, but the amount of the monthly
Bonus is based upon the age of the applicant.

2. This fiscal analysis begins in FY92 and applies a single Bonus amount
throughout each fiscal year, while Bonus amounts actually change at calendar 
year intervals. Bonus costs in FY91 are assumed to be half of the amount 
projected for FY92. The error caused by blending time periods is within the 
margin of error of the projections.

3. We assume that the Bonus payments will impact clients beginning January 1, 
1991, and that OAA clients whose Bonus payments will be impacted will be as 
follows:

Bonus OAA Clients Impacted
FY91 $225 194
FY92 $200 388
FY93 $175 764
FY94 $150 1122
FY95 $125 1484
FY96 $100 1812

5. Costs assume average age of new applicants for Old Age Assistance will be 65.
6. Approximately 40 percent of all OAA recipients also receive SSI.

SB No. 537 provides for a redesign of the ALB by providing for a "stair-stepped"
phase-out of Bonus payments. The impact of this proposed change is two-fold:
1. As the ALB payments decrease then the amount of ALB Hold Harmless for SSI

replacement also decreases. The drop in ALBHH for federal Social Security 
Income (SSI) replacement is a net savings to the State.

2. As the Bonus payment decreases the amount of ALB Hold Harmless for OAA
replacement decreases, and shifts back to Old Age Assistance. The amount of 
this decrease is a dollar for dollar shift back to Old Age Assistance in the 
Adult Public Assistance (APA) component.

TOTAL OAA-ALBHH 
Component Reduction

TOTAL OAA-APA 
Component Increase

^J'OTAL State Savings
Federal SSI Replacement

FY91 FY92 FY93

(35.0) (70-7) (233.3)
21.0 42.4 140.0

(14.0) (28.3) (93.3)

FY94 FY95 FY96

(466.3) (782.9) (1177.2)
279.7 469.7 706.3

(186.6) (313.2) (470.9)
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" STATE OF ALASKA

1990 LEGISLATIVE SESSION

REQUEST:

Bill Version: sb 5 3 7
Publish Daite:

FISCAL NOTE

Revision Date:___̂ ______________T i t l e :  An A c t  r e l a t i n g  t o  t h e  l o n g e v i t y
Agency Affected: A d m i n . / P i o n e e r s ’ B e n e f i t s  
BRU: L o n g e v i t y  Bonus

b o n u s  p r o g r a m .
S p o n s o r : S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  Components: G r a n t s  a n d  A d m i n i s t r a t i o n

EXPENDITURES/REVEYUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS (348.4) (696.8) (2 ,090 .8 ) (4 ,175 .9) (6 ,953 .6) (10 ,291 .4)
MISCELLANEOUS
TOTAL OPERATING (348.4) (696.8) (2 ,090 .8 ) (4 ,175 .9) (6 ,953 .6 ) (10 ,291 .4)

CAPITAL 400.0 0 0 0 0 0

REVENUE 0 o 0 0 0 0

FUNDING: (Thousands of DoT ars)
C E N T A L  f u n d 51.6 0 0 0 0 0
FEDERAL FUNDS d 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 51.6 0 0 0 0 0
POSITIONS:
m C - T T F i E -----  -

... _ 0 _ . . . . . . .  ^  .
< r ----- 5

PART-TIME 0 0 0 0 0 0
TEMPORARY '0 — 0" 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
F i s c a l  Y e a r  1990 f i s c a l  im p a c t  i s  z e r o ,  S e e  a t t a c h e d  p a g e s  f o r  d e v e l o p m e n t  o f  p r o j e c t i o n s  
f o r  s u b s e q u e n t  y e a r s .

Prepared by: David Teal f#*
Division: Pioneers1 Benefits
Approved by Commissioner: Frafrft S. Baxter 
Agency: Department of Administration
Distribution (by preparer): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) Page of 7
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Fiscal Uote for SB 537

T h e  f is ca l .impact of a n y  m o d i f i c a t i o n  to the L o n g e v i t y  Bon.s 
p r o g r a m  is t e n uo us  b e c a u s e  c o s t  p r o j e c t i o n s  de pend upon a n u mber 
of v a r i a b l e s  th at  c a n n o t  be p r e d i c t e d  accurately. A  m od el  to 
p r o j e c t  p r o g r a m  costs u n d e r  v a r i o u s  m o d i f i c a t i o n s  was p r e p a r e d  as 
a joint p r o j e c t  of the L e g i s l a t i v e  R e s e a r c h  A g e n c y  and the AL B 
program. D e v e l o p m e n t  of e s t i m a t e s  of t h e  fiscal impact of SB 537 
is d e s c r i b e d  below.

T he n u m b e r  of r e c i p i e n t s  w h o  w i l l  c o n t i n u e  to r e c e iv e $250 pc?r 
m o n t h  w a s  d e t e r m i n e d  by a p p l y i n g  m o r t a l i t y  and m i g r a t i o n  figu re s-  
- s u p p l i e d  b y  the Alaska. D e p a r t m e n t  of L a b o r — to the p r o j e c t e d  
n u m be r of r e c i p i e n t s  who  wil l be on the p r o g r a m  p rior to 1991. See 
T a b l e  1 for details.

T he a n n ua l n u m b e r  of a p p l i c a n t s  w h o  w i l l  r e c e i v e  r e d u c e d  b o n u s e s  
is the s u m  of the annual n e t  i n c r e a s e  in w a r ra nt s and (replace me nt s  
for) r e c i p i e n t s  t e r m i n a t e d  d u r i n g  each year. P r o j e c t e d  c o s t s  for 
t he two g r o u p s  of r e c i p i e n t s  are sh ow n m  Ta b le  2. T a b l e  3 shows 
d e t a i l e d  d e v e l o p m e n t  of c o s t s  f o r  r.ew applicants. The colu m ns  s h o w  
m i g r a t i o n  a n d  m o r t a l i t y  f i g u r e s  a p p l i e d  to n e w  a p p l i c a n t s  in e a c h  
year, w i t h  a s s o c i a t e d  c o s t s  s h ow n in p a r t  b. The s u m  of each r o w  
of par t b is the annual c o s t  for all r e c i p i e n t s  r e c e i v i n g  bonuses 
less t h a n  $250.

T a b l e  4 s ho ws  t he p r o j e c t e d  co s t of t h e  c u r r e n t  p r o g r a m  and the 
c o st s of t h e  m o d i f i c a t i o n s  p r o p o s e d  by SB 537, T he se  c os t s are 
c o m p a r e d  to p r od uc e the f i g u r e s  on pag e one of this fiscal note.

C a p it al  c o s t s  of $ 400,000 in FY 91 are t o  c o ve r  the cost of 
d e s i g n i n g  a n d  i m p l e m e n t i n g  a n e w  p a y m e n t  system. T h e  d e r i v a t i o n  
of this f igure is d i s c u s s e d  in th e P rice W a t e r h o u b e  e s t i ma t e and 
a M a r c h  19 l e t t e r  to R e p r e s e n t a t i v e  Fran Ulmer, b o t h  of w h i c h  are 
a t t a c h e d  to this analysis. A s  e x p l a i n e d  in the a t t a c h e d  letter, 
the p a y m e n t  s y s t e m  n ee d s m a j o r  r e v i s i o n  re ga rd l e s s  of t h e  final 
status o f  t hi s bill. However, the  e s t i m a t e d  c o s t  of a n e w  s y st em  
is i n c l u d e d  in this fiscal not e  b e c a u s e  (1) f u n d i n g  f o r  a new 
s y s t e m  is e x c l u d e d  fr om  t h e  H o u s e  v e r s i o n  of the o p e r a t i n g  budget, 
(2) we h a v e  n o  a s s u r an ce  t h a t  f u n d i n g  wi l l be a v a i l ab l e t h r o u g h  the 
c apit al  b u d g e t  a n d  (3) the c u r r e n t  s y s t e m  c an no t pay m u l t i p l e  b onus 
amounts. C a p it al  costs a nd o p e r a t i n g  s a vi ng s are s um m ed  to p r o du ce  
the net f igure shown on p a g e  o ne of this fiscal note.

C ave at s

The fiscal an alysis b e g i n s  in FY 92 a n d  a p p l i e s  a s i n g l e  b o n u s  
a moun t t h r o u g h o u t  ea ch  fisc al  year, w hi le  b o n u s  amounts a c t u a l l y  
change a t  c a l e n d a r  yea r intervals. Bo n us  c osts in FY 91 are 
ass um ed  to b e  hal f  of the a m o u n t  p r o j e c t e d  for FY 92. T h e  e rr or  
c aused b y  b l e n d i n g  time p e r i o d s  is w i t h i n  t he m a r g i n  of e r r o r  of 
the projections.

\
A l t h o u g h  the bill has an i m m e d i a t e  e f f e ct iv e  date, r e c i p i e n t s  w o u l d  
feel no i m p a c t  until J a n u a r y  1, 1991. Thi s  gives, the p r o g r a m  ab ou t

Page 2 of 7



six m o n t h s  to d e s i g n  and i m p l e m e n t  a n e w  p a y m e n t  system. A c c o r d i n g  
to p r e l i m i n a r y  estimates, a n e w  s y s t e m  may not be opera ti on a l 
w i t h i n  th e a l l o w e d  time frame.

P r o j e c t i o n s  e x c l u d e  the sav in gs  t h a t  w o u l d  occur u n d e r  the "hold 
h a rm le ss " p r o v i s i o n s  of A S  47.45.122. Those c o s t s  w o u l d  be 
r e f l e ct e d in th is  fiscal no te  o n l y  if the legis l at ur e a p p r o p r i a t e s  
h o l d  h a r m le ss  funds co this a g e n c y  for su bs eq u e n t  t r a n s f e r  to the 
D e p a r t m e n t  of H e a l t h  a n d  Social Services.

P r o je ct io n s e x c l u d e  s a vi ng s t h a t  m i g h t  occur if the n u m b e r  of 
r ec ip i e n t s  d e c l i n e s  as the p r o g r a m  b e c o m e s  less f i n a n c i a l l y  
a t t r a c t i v e  to pa r ti c i p a n t s  and p o t e n t i a l  participants.,

\

Page 3 of 7



Growth in the Alaska Longevity Bonus Program

PRO JE C T ION S : Warrants d e k rm in e d  by AKOOL population fo r e ca s t s  for 65+
Migrat ion is /V.-DOL net outmigrat ion fo r 65+
Mortal ity is , : dm AK unisex life tab le s for average age ( 7 4 /7 5 )  of 65+ 
New App l i can t s is net in c rea se plus r e p la c em en t s  for terminated recipients

AKDOL 89 Net
Pop In c rea se

F is ca l Growth ALB during
Y e a r Ra te Warrants Year

1989 17,835 1,265
'tj01 1990 6.05% 19,100 1,173
0910 1991 6.14% 20,273 1,089
•O' 1992 5.37% 21,362 1,090
o 1993 5.10% 22,452 1,089

1994 4.85% 23,541 1,090
1995 4.63% 2*631 1,005
1996 4.08% 25,636 920

Jo in t Leg is lat ive R e s e a r c h / A L B  project to get con s i s t e n t fi 
T e a l / S n ow  1 /1 8 / 9 0

Out Mortality Next
Migration Rate Y e a r s New Continuing
0.0160 0.0450 Warrants Rec ip ient s Rec ipients

285 803 19,100 2,354
306 860 20,273 2,339 16,761
324 913 21,362 2,327 17,946
342 962 22,452 2,394 18,968
359 1,011 23,541 2,460 19,992
377 1,060 24,631 2,527 21,014
394 1,110 25,636 2,509 22,122
410 1,155 26,556 2,485 23,151

for c o s t  analys i s

F l-epared  by the D ivision o r  P io n e e rs ’ B ene fits  4 / 2 / 9 0  
F U E :S B 5 3 7 -1
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TABLE 2
SB 537--FISCAL NOTE

Longevity Bonus Program Cost Analysis

Fiscal 
Year j

TOTAL PROGRAM COST 
(millions 1

Number of 
Recipients Annual Cumulative

Aae 65 by Jan. 1. 991
Nun.oer of 
Recipients

Monthly
Bonus

Cost
(millions)

Ape 65 after Jan. 1, 1991
Number of 
Recipients

Monthly
Bonus

Cost
(millions)

1991 20,273 60.8 60.8 20.273 250 60.8 0 0 0.0
1992 2 .,362 63.4 124.2 19,035 250 57.1 2,327 225 6.3
1993 22,452 65.3 189.5 17,873 250 53.6 4,579 200 11.6
1994 23,541 66.4 255.9 16,782 250 50.3 6,759 175 16.1
1995 24,632 66.9 322.9 15,758 250 47.3 8,874 150 19.7
1996 ' 25,637 66.6 389.5 14,796 250 44.4 10,841 125 22.2

Prepared b y  the D iv is io n  o f  P ioneers’ B ene fits  4 /2 /90  

F2LE: SB537-2



TABLE 3SB 537— FISCAL NOTE
Cost for New Applicants Only

Part a

age 65 new apps Bonus: 225 200 175 150 125 100
sum prior for cost new applicants

warrants to 91 after 91 in FY: 1992 1993 1994 1995 1996 1997

20.273 20.273 .......... 0
21.362 19.035 11111 2,327 2,327
22.452 17.873 i i i j  i 4,579 2.185 2,394
23.542 16.782 iji||||:i. 6,759- 2.052 2,248 2.460
24.632 15,758 illllliji |J 8,874- 1.926 2.11 1 2,310 2,527
25,637 14,796 lilli 10,841 1.809 1,982 2,169 2,373 2.509
26.557 13.893 ! ||| 12,664 1,698 1,861 2,036 2,228 2,356 2,485
27,479 13,045:- !!l||i 14,434 1.595 1,747 1,912 2,092 2,212 2,333
28.399 12.248 ii I M I M  iSllj. 1,497 1,641 1,795 1,964 2.077 2,191
29.237 ii.5oi iii|||!i|ililll 1,406 1,540 1,686 1,844 1,950 2,057
30,1 14 10.799 • '19,315 1,320 1.446 1,583 1,732 1.831 1,932
31.018 10.139 • |! 20,878 1.239 1.358 1,486 1,626 1,719 1,814
31.948 9.520 if / 22,-428’i 1.164 1.275 1,396 1,527 1,614 1,703
32.906 8.939 ' !j- 23.967 1,093 1,197 1,310 1,434 1,516 1,599
33.893 8.394 I I I H  25,5Q0l 1,026 1,124 1,230 1,346 1,423 1,501
34,910 7.881 963 1,056 1,155 1,264 1,336 1,410
35.957 7,400 ‘ llljl! 28,537 905 991 1,085 1.187 1,255 1,324
37,036 8,948 !|- '••• 30,088 849 931 1,019 1,114 1,178 1,243
38.147 6.524 . :i' 31,623' 798 874 956 1,046 1,106 1,167
39,292 6,126 ij||| 33, i$e; 749 821 898 982 1,039 1,096

b
annual cost when recipients are grandfathered at entry level

92 1 6 3 6.3 0.0 0.0 0.0 0.0 0.0
93 ii;1 1 1 1 1 1 1 1 5.9 5.7 0.0 0.0 0.0 0.0
94 |i|i i i i l l i 5.5 5.4 5.2 0.0 0.0 0.0
95 11 19 7 5.2 5.1 4.9 4.5 0.0 0.0
96 jii 4.9 4.8 4.6 4.3 3.8 0.0

Trfpnrcd by Ihc Division of Floneers" Dtnefllt ■1/2/90 
FILE: ib537-3
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TABLE 4
SB 537—FISCAL NOTE
Compa r i s o n  of Curren t  and P r o p o s e d  C o s t s

Fiscal
Year

Cu rrent Proc ram
Number of 
Recip ients

Annual
C o s t

Cumulat i ve
Co s t

S B  537
Annual
Co s t

Cumulat i ve
Co s t F isca l Note

1991 20,273 60.8 60.8 60.5 60.5 f l l § i l ( j § l i |
1992 21,362 64.1 124.9 63.4 123.8 ! ! i ! ! j | 8 H t l |
1993 22,452 67.4 192.3 65.3 189.1 ISSSS|liIBI|

1994 23,541 70.6 262.9 66.4 255.5 I I S B l l l l l l
1995 24,631 73.9 336.8 66.9 322.5 I B I f f l iH B J
1996 25,636 76.9 413.7 66.6 389.1 l l B l l l l l l l

P r c p n r c d  by  U ie  D iv is io n  o f  P io n e e r s ’ B e n e f i t s  4 / 2 / 0 0



-00 Soutn HooeSlfcei 
losAnaeies. CA 900T1 i2339 
Tsiepnon? 213 235 3000

Human Resource 
Consulting Group

1801 K Street. M W. 
Wasmngion. DC 20006 
Teleouone 202 296 0800

■
200 E’St R.mco:cn Drive 
Chicaoo. IL 60501 
Telsonone 312 555 1500

Price JJaterhou.se
February 14, 1990

Keith Busch 

Director of Finance 

Department of Administration 

State of Alaska 

Juneau, Alaska 99811

Dear Keith:

A s  you have requested, w e  have developed gross costs estimates to 

implement the Alaska Longevity B on us  System as an additional 

application on the n e w  (Tesseract) Automated Payroll System.

O n  February 12, w e  meet with David Teal from the Division of 

Pioneer Benefits to discuss the functionality of this application. O u r  

estimates are based on the understanding w e  developed during that 

meeting and are not based on a detailed review of the system 

requirements.

W e  estimate the project could be completed in 5 months with a total 

of 17 staff/months of effort. See Attachment for Project Schedule. 

This equates to 2,805 hours. A s s u m i n g  approximately the same mix 

of staff currently implementing the Statewide Payroll System the 

average rate would be around $100. This brings consulting fees for 

the project to $280,000. See Attachment 2 for the details of this cost 

buildup.

There, of course, are a nu mber of assumptions that we n t into the 

development oif these estimates. S o m e  of the mor e important of those 

are enumerated in Attachment 3. If any of our assumption are 

incorrect it would have an effect on our level of effort estimates.

Y o u  must recognize that these are very "rough" estimates based on 

our limited understanding of the required functions. W e  can tell you 

with greater confidence that the costs would be in the range from 

$250,000 to $320,000.



If you have any questions regarding these estimates, please feel free 

to contact Rip Sanders or m e  at any time.

Yours very truly,

W a y n e  A. Viirre 

Project .Manager

\



S T A T E  O F  ALASKA Attachment 1

Longevity Bonus Tesseract Implementation

Project Schedule (2/14/90)

TASK

Analysis

Tesseract Customization

Programming and Unit Testing

System Testing

Imagine Report Development

User Documentation

T ra in in g

Im p lem en ta tion

2 PW Staff®
Month

|2 PW Staff!
12 PW Sta ffs

12 PW Staffs

31 PW Staffg

1 PW Staff

1 PW S ta ff

1 PW S ta ff;



Attachment

S T A T E  O F  A L A S K A  
L o n g e v i t y  B o n u s  T e s s e r a c t  I m p l e m e n t a t i o n

C o s t  D e t a i l s

T a s k

Staff

R e q u i r e d

Duration

('months')

M a n

M o n t h

Analysis 2 2 4

Tesseract Customization 2 2 4

Programmi n g/ Un it  Test 2 2 4

System Testing 2 1 2
Imagine Report Develop. 1 1 1
User Documentation 1 1 1
Training 1 0.5 0.5

I m p l e m e n t a t i o n 1 0.5 0.5

Total Effort in M a n  Months 

Hours per m o n t h
•

17 

x 165

Total Hours

Hourly rate for appropriate staff m i x X

2805

$100.00

Total Cost $280,500.00



S T A T E  O F  A L A S K A  
L o n g e v i t y  B o n u s  T e s s e r a c t  I m p l e m e n t a t i o n

A s s u m p t i o n s

• Longevity Bonus implementation will not adversely impact the 

payroll system functionality as implemented.

• T w o  functional experts from the Division of Pioneer Benefits

will be dedicated to the project to assist in the analysis through 

implementation phases.

• N o  technical support will be provided by the Division of 

Pioneer Benefits.

• Data Conversion will be a straightforward process and involves 

only converting data from a single source.

• N o  time has been allotted to perform data clean-up.

• All reporting requirements can be produced by one person in

one m o n t h  and the n um be r of reports to be developed are 10.

• T h e  existing warrant and 1099 print programs can be utilized.

• Current key-to-disk data collection process remains intact.

• T h e  custom C O B O L  code included in the scope of this estimate is 

as follows (these functions cannot be accommodated in the 

standard Tesseract customization facilities):

o Interface from the key-to-disk data collection process to 

the Tesseract cycle file, 

o Warrant print interface 

o 1099 print interface

■ B



. . . . . . .  COWRER, GOVERNOR

D E P A R T M E N T  O F  A D M IN IS T R A T IO N  P0 B0* CLJUNEAU. ALASKA ;i98V-0?l(
Q  DIVISION OF PIONEERS' BENEFITS

PHONE (907 ) 4G5-4400

Karen iy, 1990

The H o n o r a b l e  F ra n U l m e r  
Alas ka  State R e p r e s e n t a t i v e  
P.O. Box V 

j Juneau, AK 99811

ATTN: Kate T e s a r

Dear R e p r e s e n t a t i v e  Ulmer:

The D i v i s i o n  of Pio ne e rs ' Be ne f i t s  r e c e n t l y  a m e n d e d  its FY 91 
b u d g e t  r e q u e s t  to i n c l u d e  a $400,000 i n c r e m e n t  to fund the design 
and i m p l e m e n t a t i o n  of a data p r o c e s s i n g  s y s t e m  for t he L o n g e v i t y  
Bonus program. Th is  wa s not a p p ro v ed  for i n c l u s i o n  in the 
o p e r a t i n g  budget. You  a sk ed  w h a t  w ou ld  h a p p e n  if the in cr e me nt  
we r e n o t  approved. In r es ponding, I avoid t e c h n i c a l  detail; if you 
wa nt  a t e c h n i c a l  e x p l a n a t i o n  of the situation, I wi ll  be h a p p y  to 
p r o v i d e  it.

As y ou know, t he m a i n f r a m e s  oper at ed  b y  the D e p a r t m e n t  of 
A d m i n i s t r a t i o n  and t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y  are being 
c o n s o l i d a t e d  in an a t t e m p t  to e x p a n d  the Stat e 's  dat a  p r o c e s s i n g  
capacity. The v e n d o r  is p h a si n g out sup p or t for o p e r a t i n g  systems 
which s u pp or t  t h e  L o n g e v i t y  Bonus application. W h e n  this occurs, 
the L o n g e v i t y  Bo nu s c an no longe r be run.

In a w o r s t  cas e scenario, lack of h a r d w a r e / s o f t w a r e  s u p p o r t  would 
p r e v e n t  the d i v i s i o n  fro m iss ui ng  m o n t h l y  c h ec ks  to 20,000 
L o n g e v i t y  Bo nu s recip i en ts . In January, the D i v i s i o n  of 
I nf or m a t i o n  S e r v i c e s  (DIS) inf o rm ed  me th at  s u p p o r t  w o u l d  c e a s e  in 
S e p t e m b e r  1990 a nd t h a t  c o n v e r t i n g  our p r o g r a m  to c o d i n g  c o mp at i b l e  
w it h th e  n e w  o p e - a t i n g  s y s t e m  wo ul d take a b o u t  six m o n t h s  and cost 
n e a r l y  $100,000.

The c u r r e n t  p r o g r a m  co de  is n e a r l y  t w e n t y  ye ar s old, large ly  
u n d o c u m e n t e d  a nd s u b j e c t  to f r e q u en t breakdown. T h e  D i r e c t o r  of 
DIS c o m p a r e d  t h e  L o n g e v i t y  Bonus s y st em  to an old car, w i t h  the 
S e p t e m b e r  d e a d l i n e  a n a l o g o u s  to an auto m a n u f a c t u r e r ' s  d e c i s i o n  to 
halt p r o d u c t i o n  of parts; one can c o n t in u e to d r i v e  the car, but 
only u ntil a c r i t i c a l  p a r t  fails. Given t h a t  c he ck  p r o d u c t i o n  has 
been on an e m e r g e n c y  b a s i s  in two of t h e  last fo ur  months, . it 
sh ould be o b v i o u s  t h a t  a critical b r e a k d o w n  can o c c u r  at any time.

This s i t u at io n d e m a n d s  i m m e di a te  action, h e n c e  y o u  may ques t io n 
the D e p a r t m e n t ' s  d e c i s i o n  to s u b m i t  an FY 91 b u d g e t  a m e n dm en t

Cr-B3LH



rather than an FY 90 s u p p l e m e n t a l  request. You s hould be aware 
that d o c u m e n t a t i o n  of t h e  sy stem is u nd er w a y  and that we are 
exploring options i n v o lv in g the payroll, P e r m a n e n t  Fund d i v id en d 
and u n e m p l o y m e n t  i n s u r a n c e  pro gr am s as well as a mini or m i c r o  
c om pu te r- ba s ed  system. G i v e n  the p ro gr a m m i n g  r e q u i r e m e n t s  and the 
possi bi li ty  of m a j o r  l e g i s l a t i v e  changes to the L o n g e v i t y  Bonus 
program, we d e t e r m i n e d  t h a t  we wo ul d not be r eady to form al ly  begin 
the RFP proce ss  until FY 91.

The more likely "no fu nd in g"  s cenario is t h a t  the c u r re nt  s y s t e m  
will c o n t i n u e  to o p er at e  on a "band-aid" basis. However, the cost 
of m a i n t a i n i n g  the system, bot h in dol la r s and in r es ou r c e s  
diverted from o t h e r  applica ti on s,  w ould be high. In addition, a 
critical b r e a k d o w n  can o c c u r  at a ny time and d e l a y  paym e nt s for an 
indefinite period. W i t h o u t  additional funding, the DIS simply does 
not have the staff or t h e  b u dg et  to c o n v e r t  or r e l i a b l y  m a i n t a i n  
the c u rr en t  system.

You may w i s h  to k n o w  w h y  t he est im a te  for c o n v e r s i o n  has grown from 
$100,000 to $400,000. The or iginal e s t im at e was  a "quick and 
dirty" figure r e f l e c t i n g  the a n ti c ip at ed  cost of r e c od in g  the 
e xisting s y s t e m  to do n o  m o r e  tha n  it now does. The e x i s t i n g  
system s i m p l y  w r i t e s  checks; it p r o v id e s v i r t u a l l y  no m a n a g e m e n t  
information, security, f i n a n ci al  audit c a p a b i l i t y  or a b i l i t y  to 
analyze the po te n t i a l  i m p a c t  of p r o g r a m  revisions. Data s c r ol ls  
off the s cr ee n  a f te r six  m o n t h s  and is lost forever.

Given thi s  lack of s c r u t i n y  and control ove r a p r o g r a m  w h i c h  
d i s tr ib ut e s n e a r l y  $60 m i l l i o n  annually, our d e c i s i o n  was to 
replace the e x i s t i n g  s y s t e m  w i t h  a ''solution pa ckage" r ather t h a n  
to simply k e e p  t he c h e c k s  rolling. One suc h s o l u t i o n  is to t ak e 
advantage of the c a p a b i l i t i e s  of the new p a y r o l l  system. P ri c e 
W at er ho us e e s t i m a t e d  t h a t  i n c o r p o r a t i n g  the L o n g e v i t y  Bonus s y s t e m  
into the payr ol l s y s t e m  w o u l d  cost from $ 2 50,000 to $320,000. This 
estimate was b a s e d  on c o n t i n u e d  use of the e x i s t i n g  IRS r e p o r t i n g  
system and the r e a p p l i c a t i o n  t r a c k i n g  system. T h e s e  pro g ra ms  are 
primary c o m p o n e n t s  of t h e  exis ti n g s y s t e m  and need 
conversio n/ re vi si on ,  at s u b s t a n t i a l  a d di ti on al  cost.

We continue to e x p l o r e  o p t i o n s  and are not yet in a p o s i t i o n  to 
explain e x a c t l y  wh at  s o l u t i o n  will be a c h i e v e d  at exact ly  w h a t  
cost. In size and level of complexity, the L o n g e v i t y  Bonus s y s t e m  
is b r a c k e t e d  by tw o p r o g r a m s  w h i c h  w e r e  r e c e n t l y  u p g r a d e d  at a c os t  
of $250,000 and $660,000. I hope tha t  $ 400,000 is sufficient: to 
allow the d e s i g n  and i m p l e m e n t a t i o n  of a s y s t e m  w o r t h y  of a $60 
million program.

Representative Fran Ulmer -2-

David Teal
A d m i n i s t r a t o r  
L o n g e v i t y  Bonus P r o g r a m



Representative Fran Ulmer -3-

cc; C o m m i s s i o n e r  F r a n k  B a x t e r
D e pa rt me nt  of A d m i n i s t r a t i o n

J i m  Fox, D ep ut y C o m m i s s i o n e r  
D ep ar tm en t of A d m i n i s t r a t i o n

B arbara Bathony, D i r e c t o r  
Div is io n of Pi on e e r s '  Benefits

M i k e  Maher, D i r e c t o r
Di vi si on  of A d m i n i s t r a t i v e  Services

Paul Monette, D i r e c t o r  
D ivision of I n f o r m a t i o n  Services



A L B . T X T  
P o u r c h o t

A L A S K A  L O N G E V I T Y  BONUS

FY 89 A c t u a l  5 3 , 3 4 8 . 6

FY 90 A u t h o r i z e d

S u p p l e m e n t a l  (Ch 17, S L A  90) 

A d d i t i o n a l  R e q u e s t  4/3/90

5 0 , 0 0 0 . 0

6 , 758.0

642.0

57,40 0 . 0

FY 91 A g e n c y / G o v e r n o r  R e q u e s t  

B u d g e t  A m e n d m e n t

I a J r -

_ L  m a J j L

\ \ (U m L  o  ( J c  ^

'xx A j& u  s

59 . 4 3 9 . 0  

1 , 4 1 9 . 0

6 0 . 8 5 8 . 0



501 East Dimond Blvd. Anchorage, Alaska 99515 (907)349-1572

N e r i a n d ’ s  H o m e  F u r n i s h i n g s  

F A X  M E S S A G E

D a te : _ k-h-9Q

T o :  Senate S ta te  A f fa ir s  Committee 5 e / j  P A - T  /Pfo U
Re: Senate B i l l  537 -----------------------------
C/O In fo tm ia tion  O ffice __________________ ________
Juneau

_____________  FAX 1i63"5661

F r o m :  J e r ry  N erland

1725 Laurence Ot 

Anchorage* AX 9?$01

P a g e s  t o  f o l l o w :

M e s s a g e :  I  did, n o t f in d  o u t about th e  te lecon fe rence  regard in g
Senate B i l l  537 u n t i l  2EM today* I  c a lle d  th e  o f f ic e  here and found  ou t 
Ahe hea rin g  was in -p ro g re s s *— As. Z .d if l-n n t then have tim e to  -g o t to  
the o f f ic e  and the re by  cou ld  n o t a tte n d  I  a tta ch  a statem ent th a t  I  would 
l i k e  e n t e r e d  in . t e js - t i a o a y *     _______________

i f  t r a n s m i s s i o n  i s  i n t e r r u p t e d ,  i n c o m p l e t e  o r  n o t  c l e a r ,  c o n t a c t  t h e  s e n d e r  
b y  p h o n e  a t  ( 9 0 7 ) 3 4 9 - 1 5 7 2  o r  b y  F A X  a t  ( 9 0 7 ) 3 4 9 - 8 0 3 1 .



AP R - 0 4 - 1990 1 2 :4 3 FROM

S.G. J E R R Y  N E R L A N D  1725 L A U R E N C E  C O U R T  A N C H O R A G E ,  AK 99501 
Phone H o m e  2 7 6 - 3 8 8 3  O f f i c e  34P-1572

A p r i l  4, 1950

Se nator Pat P o u r c h o t  
C h a i r m a n
S enate State A f f a i r s  C o m m i t t e e  
P.O. Box V
Juneau, A K  99811 F A X  TO: 4 6 3 -5661

1 was m a d e  aware a f e w  m i n u t e s  ago o f  the t e l e c o n f e r e n c e  
t o d a y  on Senate B i l l  537 r e g a r d i n g  the phase o u t  o f  the 
L o n g e v i t y  Bonus. T O  P H A S E  O U T  THE B O N U S  IS A  B A D  IDEAI

U n d e r s t a n d i n g  that u n d e r  the c u r r e n t  laws a p e r s o n  can a p p l y  
a fter two years o f  r e s i d e n c e  and age 65, the l e g i s l a t u r e  
seems to think this w i l l  be too e x p e n s i v e  o v e r  time. W H A T
B E T T E R  W A Y  T O  SPEND T H I S  M O N E Y  THAN TO H E L P  S E N I O R  C I T I Z E N S ?
It seems d i f f i c u l t  to k e e p  our seniors in state w h e n  t h e y  
r e a c h  retirement. If t h e y  are w i l l i n g  to s t a y  here, they 
d e s e r v e  this m o n e t a r y  r e c o g n i t i o n  to h e l p  t h e m  c o n t i n u e  
resid e n c e  here and c o n t r i b u t e  to the state t h r o u g h  v o l u n t e e r  
or o ther a c t i v i t i e s  t h a t  b e n e f i t  many.

I a m  sure that the L o n g e v i t y  Bonus and P e r m a n e n t  Fund 
p a y m e n t  alone ^o n o t  c a u s e  Seniors to m o v e  t o  A l a s k a  from 
o t h e r  areas. On the o t h e r  hand, if s o meone does m o v e  h e r e  
and has to w a i t  the two years, by that time t h e y  are u s u a l l y
a p a r t  of the c o m m u n i t y  in w h i c h  t h e y  r eside and are m a k i n g
a c o n t r i b u t i o n  t h r o u g h  their e x p e r i e n c e  and knowledge.

T h e r e  are a number o f  p l a c e s  in the state b u d g e t  that c a n  be 
a d d r e s s e d  for r e d u c t i o n s  b e f o r e  you m o v e  to e l i m i n a t e  the 
L o n g e v i t y  Bonus to t h o s e  t h a t  have r e a c h e d  S enior Status.

I h a p p e n  to be w i t h i n  a y e a r  o f  a p p l y i n g  for this, b u t  m y  
c o n c e r n  is not for m y self, as I i n t e n d  to be a c t i v e  and
e m p l o y e d  for a g o o d  while, b u t  r ather for those S e n i o r s  that
r eally c o u n t  on this r e c o g n i t i o n  for their c o n t i n u e d  c o m f o r t  
and peace of mind.

s e r i o u s l y  b e f o r e  any
program. I w i l l  be
hearing.
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