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March 2, 1992Raviaion Date: __
Titia: A nnuity  Program  Amendments

Department Affectad: Revenue_____
BRU: A d m in is t r a t io n  and Snnnnrt
Component: A d m in is t r a t iv e  S e rv ic e s

S ponso r:

Requestor:
K e r t tu l a .  H a lfo rd

House S ta te  A f f a i r s C O M P O N EN T  S ER IA L  N O .

EXPEND ITURES/REVENUES: (T housands o f D o fla s )

OPERATING FY 93 • Y  9 4 FY 95 FY 96 FY 97 FY 99
PERSONAL SERVICES - 0 - 8 .0  8 .0 8 .0 8 .0 8 .0
TRAVEL 1

; CONTRACTUAL
' SUPPLIES •_

! EQUIPMENT
! LAND & STRUCTURES
! GRANTS. CLAIMS
' MISCELLANEOUS

TOTAL OPERATING - 0 - 8 .0 8 .0 8 .0 8 .0 8 .0

CAP ITAL

REVENUE . 

FUND SO U RC E :

FU N D IN G : (T housands o f  DoOara]

GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SOURCE:

-O r 8 .0  •. 8 .0 8 .0 8 .0 8 .0

TOTAL - 0 - 8 .0 8 .0 8 .0 8 .0 8 .0  “

POSITIONS:

FULL-TIME •

PART-TIME 1 1
TEMPORARY I

Ean'mata of current year impact: None

ANALYSIS: (Attach a separata paga if necassary.)

T h is - f is c a l."  n o te - r e f I e c t s -  th e " b a s ic  c o s t s  o f  m o n ito r in g  and b a la n c in g  th e  ac c o u n tin g  
fu n c tio n s  as r e q u i r e d .  I t  a l s o  in c lu d e s  i n t e r f a c e  w ith  th e  lo n g e v i ty  bonus program  
to  c o o rd in a te  a c c o u n tin g  t r a n s a c t io n s .

Prepared'By: T racy L »
A d m in is t r a t iv e  S e rv ic e s  vDiviaian:

Phona: 
Data: .

465-2313
March 24. 1992

Approved by Commissioner:
Agency: D epartm ent o f  Revenue

D a r re l  J .  R exw inkel

Data:

Ot*triburion (by pm p*rw l: Lag . F in .. Lagwlativ* Spo rt*o r. R oqu ** to r. OMB/DBR. Gov. Lagia. O fc_ &. Impacted Agancy (lea l.
Rov 10/7/91 1 Ps<3°-
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S ^ A T E W  ALASKA  
t992 LEGISLATIVE SESSION  
.;vision Dale: March 2. 1992

“ltle: An Act amending and making effective an annuity 

rogiam and amendments to the longevity bonus and P.F.D..

BELL NO. CS for SB 8 fSTA) am

Department Affected: Revenue 

BRU: Operations_____________

Component: Treasury Management

iponsor Kerttula, Halford 

Requestor: House State Affairs

Ixpenditures/Revenues: (Thousands of Dollars)

Component Serial No.

0 1 2 1

OPERATING FY  93 F Y  94 FY 95 F Y  96 FY  97 FY 98

PERSONAL SERVICES 0 5.0 5.0 5.0 5.0 5.0

TRAVEL

CONTRACTUAL 0 20.0 20.0 20.0 20.0 20.0

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS
1

MISCELLANEOUS

TOTAL OPERATING 0 25.0 25.0 25.0 25.0 25.0

CAPITAL

REVENUE

GENERAL FUND/Unrestricted

FEDERAL FUNDS

OTHER 0 25.0 25.0 25.0 25.0 25.0

TOTAL 0 25.0 25.0 25.0 25.0 25.0

OSmONS:
FULL-TIME

PART-TIME

TEMPORARY
--somaie ot current year impact: None-

ANALYSIS: The 25.0 expenditure in total operating costs is the basic personal services and contractual costs for a trust managed by 
the Treasury Division. Contractual costs would consist o f external investment management,accounting, auditing, and custodial 
services. Future cost increases are dependent on the asset growth o f the trust fund from contributions and market gains.

repared bv: Brian C. Andrews 

ivision: Treasury

approved by Commissioner: 

Agency: Revenue_______

Phone: 465-2300

Date: March 2. 1992

istriburion (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 12/91 Page o f___



FISCAL NOTE

Revision Date: March 2. 1992

STATE OF ALASKA
1992 LEGISLATIVE SESSION

B ILL NO. CSSB 8 (STA) am

T i t le : Annuity Program Amendments

Sponsor: Ke r t tu ia , Halford_______
Requestor: House State A f fa i r s

Agency A ffec ted : Revenue
BRU: Permanent Fund Dividend Divis ion
Components: Permanent Fund Dividend
_____________ P iv i sion________________
COMPONENT SERIAL NO.. 9 B 1

EXPENDITURES/REVENUES: ''Thousands Of Dol ars)
FY 93 FY 94 FY 95 EY 96 FY 97 FY 98

OPERATING
PERSONAL SERVICES 26.7 13.1 13.1 13.1 13.1
TRAVEL
CONTRACTUAL 15.0 15.0 15.0 15.0 ly.O
SUPPLIES
EQUIPMENT
LANDS & STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

•
i

TOTAL OPERATING -0 - 41.7 28.1 28.1 28.1 28.1

CAPITAL

REVENUE

FUNDING: (Thousands o f Do lla rs )
GENERAL FUND
FEDERAL FUNDS
OTHER (RSA) 41.7 28.1 28.1 28.1 28.1
TOTAL -0 - 41.7 28.1 28.1 28.1 28.1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate o f current year JlTipact: Norfe.

Thomas C. N il 11amsPrepared By:
D iv is ion : Permanent Fund Dividend D iv is ion

Approved by Commissioner: 
Agency: Revenue

Phone:
Date:

465-2323
Ma rc h 2. 199?

Date:

D is tr ib u t io n (by preparer) : Leg is la t ive Finance, Leg is la t ive Sponsor, Requestor, 0MB, &
Impacted Agencydes).

page 1 of _



1 . T h is  b i l l  i s  t h e  o n ly  P e rm a n e n t Fund  D iv id e n d  c h e c k o f f  b i l l  t h a t  
w i l l  becom e la w . T h is  f i s c a l  n o t e  c o u l d  c h a n g e  i f  o t h e r  PFD 
c h e c k o f f  b i l l s  a r e  i n t r o d u c e d  a n d  becom e la w .

2 . The D e p a r tm e n t o f  A d m i n i s t r a t i o n  w i l l  c h a r g e  t h e  D e p a r tm e n t o f  
R ev en u e  f o r  t h e  r e q u i r e d  a d d i t i o n a l  c o m p u te r  t i m e .

3 . The c o s t  o f  p ro g ra m m in g  c h a n g e s  w i l l  b e  a  o n e - t im e  c o s t .  O n g o in g  
m a in te n a n c e  o f  new p ro g ra m s  w o u ld  b e  a c c o m p l i s h e d  by  e x i s t i n g  
s t a f f .  The c o m p u te r  s y s te m  w i l l  n e e d  t o  b e  c h a n g e d  t o  a c c o u n t  f o r  
t h e  c h a n g e  i n  t h e  p ro g ra m , t o  e s t a b l i s h  new a c c o u n t in g  c o n t r o l s  an d  
t o  p r o v i d e  f o r  t h e  t r a n s f e r  o f  f u n d s  t o  t h e  t r u s t  a c c o u n t .  The 
f o l l o w i n g  t a s k s  w i l l  r e q u i r e  t h e  f o l l o w i n g  p ro g ra m m in g  h o u r s .

H.Qnr.5.

a . Wane D a ta  E n t r y  P r o c e s s in g  U p d a te s . 7 j  . 0
(1) D a ta  e n t r y
(2) B a tc h  l i s t s
(3) C o r r e c t i o n s
(4) Wang t o  IBM t r a n s f e r

b .  IBM F i l e  P r o c e s s i n g  U p d a te s  3 0 .0
(1) E d i t s
(2) B a tc h  l i s t i n g s
(3) W o rk s h e e ts

c .  CTCS O n l in e  P ro g ra m s  f o r  L ookup  an d  C h a n g e s  3 7 .5

d . N i g h t l y  U p d a te  o f  -C hanges 2 2 .5

e .  W a r ra n t  J o b s  9 0 .0
(1) P r i n t i n g  w a r r a n t s  w i th  d i f f e r e n t  

a m o u n ts . I n c l u d e  c h e c k  s t u b  m e s s a g e s .
(2) M o d ify  w a r r a n t  r e g i s t e r s  a s  n e e d e d  

f o r  b a l a n c i n g .
(3) C r e a t e  new p ro g ra m  f o r  t r a n s f e r r i n g  

a c c u m u la te d  d e c i s i o n s  t o  t r u s t  a c c o u n t  
a n d  t o  a c c o u n t  f o r  t h e  r e s e r v e  n e c e s s a r y  
d u e  t o  r e t u r n e d  an d  c a n c e l l e d  PFD w a r r a n t s .

✓
f .  M is c e l l a n e o u s  4 5 .0

(1) S e t t i n g  up t e s t  f i l e s  on IBM
(2) S y s te m s  t e s t i n g

lotal.Ho.uxa 3.Q..Q.I.Q

Page 2 of 3



ALASKA DEPARTMENT OF REVENUE 
PERMANENT FUND DIVIDEND DIVISION 

CSSB 8 (STA) am ANALYSIS 
As o f  M arch  2 , 1992

4 . The c o s t  o f  d o cu m en t r e v ie w ,  d a t a  c a p t u r e  a n d  t h e  d a t a  p r o c e s s i n g  
c h a rg e b a c k  w i l l  b e  c o n t i n u i n g .  One D ocum ent P r o c e s s o r  I  p o s i t i o n  
w o u ld  b e  r e q u i r e d  f o r  t h r e e  m o n th s  t o  a s s i s t  i n  t h e  m a n u a l r e v ie w  
a n d  c o d in g  o f  5 3 5 ,0 0 0  a p p l i c a t i o n s .  One D a ta  P r o c e s s i n g  C le r k  I  
p o s i t i o n  w o u ld  b e  r e q u i r e d  f o r  tw o  m o n th s  t o  a s s i s t  i n  d a t a  c a p t u r e .

5 . T h e re  w i l l  b e  a n  a d d i t i o n a l  c o s t  a s s o c i a t e d  w i th  an  e x t r a  p a g e  i n  
t h e  PFD b o o k l e t  n e c e s s a r y  t o  d e s c r i b e  t h e  a n n u i t y  o p t i o n s .

6 . G a rn is h m e n ts  a n d  a s s ig n m e n ts  w i l l  t a k e  p r e c e d e n c e  o v e r  c o n t r i b u t i o n s  
t o  t h e  a n n u i t i e s  i n  t h e  o r d e r  e s t a b l i s h e d  b y  s t a t u t e .  The PFD 
D iv i s io n  w i l l  o n ly  h o n o r  c o n t r i b u t i o n s  t o  t h e  e x t e n t  t h a n  an  
i n d i v i d u a l ' s  p e rm a n e n t  f u n d  d i v i d e n d  h a s  n o t  o t h e r w i s e  b e e n  a s s i g n e d  
o r  g a r n i s h e d .

7 . The PFD D i v i s i o n  w i l l  b e  r e s p o n s i b l e  f o r  e l e c t r o n i c a l l y  t r a n s f e r r i n g  
c o n t r i b u t i o n s  t o  t h e .  a n n u i t y  a c c o u n t .

8 . The T r e a s u r y  D i v i s i o n  w i l l  b e  r e s p o n s i b l e  f o r  t h e  a c c o u n t in g  an d  
m anagem ent o f  t h e  a n n u i ty  a c c o u n t .

C o s t Sum m ary:

1 . P e r s o n a l  S e r v i c e s

1 PPT A n a ly s t /P ro g ra m m e r  V, R21 @ $ 6 , 7 7 0 .7 4 /M o  
i n c l u d i n g  s a l a r y  an d  b e n e f i t s  f o r  2 m o n th s .
PCN 0 4 -6 0 1 1  w o u ld  b e  fu n d e d  f o r  an  a d d i t i o n a l
2 m o n th s .

1 PPT D ocum ent P r o c e s s o r  I ,  R7 @ $ 2 , 5 7 3 . 60/Mo 
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  3 m o n th s .
T h is  p o s i t i o n  r e p r e s e n t s  t h e  e q u i v a l e n t  o f  
t h e  a d d i t i o n a l  t im e  a n d  e f f o r t .

1 PPT D a ta  P r o c e s s i n g  C le r k  I ,  R8 @ $ 2 , 69 9 .0 3 /M o  
i n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  2 m o n th s .
T h is  p o s i t i o n  r e p r e s e n t s  t h e  e q u i v a l e n t  o f  
t h e  a d d i t i o n a l  t im e  a n d  e f f o r t .

T o t a l  P e r s o n a l  S e r v i c e s
j

2 . C o n t r a c t u a l  S e r v i c e s

a .  D a ta  P r o c e s s i n g  C h a rg e b a c k
b . P r i n t i n g  c h a r g e  f o r  e x t r a  p a g e

T o t a l  C o n t r a c t u a l  S e r v i c e s

5 . 4 .5 . 4

.2.6 ,-7 .  13-,-L

5 .0  5 .0
1 0 .0  10 ■ C

1 5 .0  1 5 .0

FY 94 FY 95 

$ 1 3 . 6  $ - 0 -

7 . 7  7 . 7

TOTAL COST a l z



STATE OF A L A S K A

1992 LEGISLATIVE SESSION

BILL NO. HCSCSSB 8 (FIN)

Revision Date: Mav 1.!. 1992_________________________  Department Affected: Administration
Title: "An annuity program and amendments BRU: Pioneers'_Benefits________________
to the Longevity Bonus Program..."____________________  Component: Longevity Bonus_______
Sponsor: Senator Kerttula___________________________  _____________
Requestor: -------------------------------------------------------------  COMPONENT

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL
SERVICES

0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0
CONTRACTUAL 70.3 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & 
STRUCTURES

0 0 0 0 0 0

GRANTS, CLAIMS 0 810.0 1,940.0 1,060.0 (1,400.0) (3,180.0)
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 70.3 810.0 1,940.0 1,060.0 (1,400.0) (3,180.0)

CAPITAL 0 0 0 0 0 0

REVENUE FUND 0 0 0 0 0 0
SOURCE:

FUNDING: (Thousands of Dollars)
GENERAL FUND 70.3 810.0 1,940.0 1,060.0 (1,400.0) (3,180.0)
FEDERAL FUNDS 0 0 0 0 0 0
OTHER FUND 
SOURCE

0 0 0 0 0 0

TOTAL 70.3 810.0 1,940.0 1,060.0 (1,400.0) (3,180.0)
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: None
ANALYSIS: (Attach a separate page if necessary.) 

See attached.

Prepared by: Dennis L. DeWitt. Director *_____ / Phone: 465-4400
Division: Pioneers' Benefits___________________ /  Z X  Date: Mav 11. 1992

Approved by Commissioner: Nancv Bear Usera . ._________________________ .
Agency: Administration f i /  i / l/ ' Date:

i r

X
b / l e g / H C S C S S B 8 . T H / 1

D is tribu tion (by proparer) j Legis la tive F in ., Leg is la tive Sponsor, Requestor, OHB/DSR, Gov. Legis. Ofc., t Iapacted
Agency(ies).

Page 1_____  of 2______



FISCAL NOTE 
HCSCSSB 8 (FIN) 
MAY 11, 1992 
PAGE 2 OF 2

Admi nistration

The division would prepare a comprehensive booklet for all 
applicants and recipients explaining the bill and the Longevity
Bonus program generally. Also, the computer software would be
modified by a private contractor to provide the correct payment 
amounts to the recipients.

Contractual Expenses (in $1,00Os)

Postage $35.3
Printing 30.0
Software 5.0

Total $70.3

GRANTS

The savings in the grant line are based on the May 10, ̂ 1992
estimate by the Legislative Research Agency and House Finance
Committee, entitled "Ulmer Option".

Note

The costs for Sections 8 and 9 are unknown at this time. No 
information exists that describes the number of residents who 
travel for extended periods of time.

leg/HCSCSSB8.FN/2
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FISCAL NOTE

April 2 8 ,  1 9 9 2  
Revision  Date: _______________________

Title: An A ct  Relating to th e  Alaska

STATE OF ALASKA
1992 LEGISLATIVE SESSION BILL NO. CSSB 8 (STATE AFFAIRS) am

L ongevity  B onus Program

S ponsor:

Requestor:

Kerttula

D ep artm en t  A ffe c te d :  Health & S ocia l  S e r v ic e s

BRU: A s s i s t a n c e  P a y m e n t  BRU________________________

C om p on en t:  A dult  Public  A s s i s t a n c e ____________________

O AA  ALB Hold H arm less

COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 9 4 FY 95 FY 96 FY 97 FY 9 8

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND & STRUCTURES 0 0 0 0 0 0

GRANTS. CLAIMS 0 ( .9) (34.6) (96.0) (193 .9 ) (348.51

MISCELLANEOUS 0 0 0 0 0 0

TOTAL OPERATING 0 ( .9) (34.6) (96.0) (193 .9 ) (348 .5 )

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING (Thousands of Dollars)

GENERAL FUNDS 0 . ( .9) (34.6) (96.0) (193 .9 ) (348 .5 )

FEDERAL FUNDS 0 0 0 0 0 0

OTHER
FUND SOURCE:

0 0 0 0 0 0

TOTAL 0 ( .9) (34.6) (96.0) (193 .9 ) (348 .5)

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY: 0 0 0 0 0 0

Estimate of current year impact: No F is c a l  I m pact FY92

ANALYSIS: (Attach a separate page if necessary.) C i 3 8  8 (STATE AFFAIRS) am continues the ALB Hold Harmless program, but 
includes no hold harmless provision for annuity payments. See  the attached addendum for an analysis of the impact o f  this 
proposed change.

4 6 5 - 3 3 4 7
Prepared by: Jan L. Hansen._Director_________________ V^L i t S  - £ - i 7 L — ________  Phone:__________________________ _.

Division: Division of Public Assistance__________ /  )  / ^ ~ \  /  /  Date: April 28 .  1 9 9 2

Theodore A. Mala, M“
Approved by Commissioner: ___________________

Agency: Department of Health and Social Services
Date;

Distribution (by Preparar: Lag. Fin., Legislative Sponsor, Requestor.OM B/OBR.Gov.Lagis. O fc., & Impacted A gency(ies)



CSSB No. a (STATE AFFAIRS) am 
Fiscal Note Addendum 
PAGE 1

Division of Public Assistance 
Assistance Payments BRU

Alaska Longevity Bonus Hold Harmless (OAA-ALB HH)

1. CSSB No. 8 (STATE AFFAIRS)am continues the Hold Harmless program, but includes no Hold Harmless 
provision for annuity payments.

2. We assume the first annuity payments will be made in fiscal year 1994, and that no Old Age Assistance 
applicants or recipients will elect to participate.

3. We assume that the bonus payments will decrease for new OAA recipients who become eligible for the bonus 
on January 1, 1994, and that OAA clients whose bonus payments will be impacted will be as follows:

Bonus Annuity OAA Clients Impacted

FY93 S250 0 0
FY94 3242 $ 8 155
FY95 $232 S18 458
FY96 $221 $29 789
FY97 $210 S40 1153
FY98 $197 $53 1165

4. Only those who become 65 after January 1, 1994 will receive a declining ALB.

5. Longevity bonus and annuity amounts are based on Legislative Research Report 92.124.

6. Approximately 35 percent of all OAA recipients receive SSI. The change in the bonus amount affects the Hold
Harmless benefits paid to replace SSI benefits.

7. There is no effect in FY 93 on Old Age Assistance clients.

8. We assume that the bonus decrease will only affect 2 months in FY 94, since the bonus decrease will not occur
for the impacted OAA recipients until March 1, 1994 because of ALB retrospective payment methodology. SSI 
benefits will be affected beginning May 1, 1994.

9. Costs assume average age of new applicants for Old Age Assistance will be 65.

CSSB No. 8 (STATE AFFAIRS)am provides for a redesign of the Longevity Bonus program to include an annuity and 
assum es continuation of a Hold Harmless for the bonus.

The impact of this proposed change is two-fold:

(1) As the ALB payments decrease then the amount of ALB Hold harmless for federal Supplemental Security 
Income (SSI) replacements also decreases. The drop in ALBHH for 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.



FY96FY93 FY94 FY95 FY97

Fiscal Note Addendum 
PAGE 2

Total number of new 
OAA r e c i p i e n t s  
receiving the decreased 
bonus

155 458 789 1153 1565

Estimated number of 
i m p a c t e d  a g e d  
recipients receiving ALB 
Hold Harmless that 
replaces SSI income 
(35% of OAA clients 
impacted)

54 160 276 404 548

Reduction in monthly 
bonus $

(8) (18) (29) (40) (53)

Fiscal year State 
Savings for ALB Hold 
H arm less Program  
benefits to replace SSI 
payments (35% of OAA 
clients impacted x 
bonus reduction x 12 
months)

(.9) (34.6) (96.0) (193.9) (348.5)

Net Savings to State 
resulting from the CSSB 
8 (STATE AFFAIRS) am

(.9) (34.6) (96.0) (193.9) (348.5)

§83$®



Revision Date: February 28. 1992_____

STATE OF A L A S K A
1992 L E G ISLATIVE SESSION

Title: An Act amending and making effective an annuity 
program nnH Amendments to the longevity bonus program

"
BILL NO. CSSB 8 (SA) am_________________

Department Affected: Administration

Sponsor: Senator Kerttula
Requestor: (H) STA-

BRU: Division of Pioneers' Benefits
Component: Longevity Bonus Program 
___________ Grants and Administration

C O M PO N EN T 0 0 . 2 6

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL
SERVICES

0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & 
STRUCTURES

0 0 0 0 0 0

GRANTS, CLAIMS (0) (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)

CAPITAL 0 0 0 0 0 0

REVENUE FUND 0 0 0 0 0 0
SOURCE:

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
FEDERAL FUNDS 0 0 0 0 0 0
OTHER FUND 
SOURCE

0 0 0 0 0 0

TOTAL 0 . (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0 .

Estimate of current year impact: 0
ANALYSIS: (Attach a  separate page if nece 
Impact for FY 93 is zero,

Prepared by: Dennis L. DeWitt, Dirl
Division: Pioneers' Benefits______________ tS ____________ Date: February 28, 1992

Approved by Commissioner: Nancy Bear U s e r a ^ L /^  ______________________ /  /   '
Agency: Administration Date: />  f * ' / ?  2—  —~

D i s t r i b u t i o n  ( b y  p r o p o r o r ) i  L o g i s l a t i v *  F i n . ,  L e g i s l a t i v e  S p o n s o r , R o g u o n to r , OKB/DBR, G ov . L e g i s . O f c . ,  S X u p o c t^ d  
A g s n c y ( la s ) .
Rav 0 2 /2 8 / 9 2  Pngs_1________ o f  3________
l * g \ c s s b 8 . f n



FISCAL NOTE 
CSSB 8 (SA) am 

February 28, 1992

Projected annual savings under this proposal aiv tenuous because 
they depend upon a number of variables that cannot be predicted 
accurately. These projections were prepared as a joint project of 
the Legislative Research Agency and the Alaska Longevity Bonus 
program in April 1991 and updated by the Longevity Bonus program in 
December 1991. A brief discussion of some of the more important 
assumptions and variables follows.

The Bonus amount for those turning 65 after January 1, 1994, is
$250 less than the annuity payment for those who turn 65 in the 
current year. The annuity payment depends upon:

Permanent Fund Dividends-we use projections provided by 
the Permanent Fund Corporation;
the interest rate at which earnings accrue and the 
interest rate used to determine an annuity-we used 8.5 
percent as a reasonable estimate in both cases provided 
by Legislative Research;
the life expectancy of a 65 year-old we used figures 
provided by the Alaska Department of Labor; and 
the frequency of bonus adjustments-we assumed that 
bonuses would be adjusted at the beginning of each 
fiscal year and remain fixed throughout the year.

The number of recipients who receive $250 per month was determined 
by applying mortality and migration figures-supplied by the Alaska 
Department of Labor-to the projected number of recipients who will 
be on the program prior to 1992.

The number of recipients who receive reduced bonuses was determined 
by applying population, mortality and migration figures .to the 
current number of recipients in order to determine the number of 
new applicants in each year. Migration and mortality figures were 
then applied to new applicants in order to determine the number of 
recipients who will receive reduced bonuses in each year. See 
additional assumptions on the spreadsheet.

Caveats

Projections exclude the cost of administering an annuity program. 
The assumption is that this agency's involvement with the annuity 
portion of the program would be limited to being informed of the 
amount by which bonus warrants should be reduced. • Expected costs 
of modifying the program in order to pay amounts other than a fixed 
$250 are included in the FY 93 contractual line.

Page 2



Projections exclude the savings that would occur under the "hold 
harmless" provisions of AS 47.45.122. Those costs would be 
reflected in this fiscal note only if the legislature appropriates 
hold harmless funds to this agency for subsequent transfer to the 
Department of Health and Social Services.

Projections exclude savings that might occur if the number of 
recipients declines as the program becomes less financially 
attractive tc participants and potential participants.

Ieg\cssb826.fn
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Longevity IJomis I’rogrntn 
ns Redefined Ity SIJ 8

R e v i s e d  12710/91

i

SIM ^
’ Recipients

Total 
snarius 

OrndFalliercd }, 
Qualified- 

Recipients

; PFD 
• Dividend 

Received

tta anrorai i nn on m a

Annual
Payments

Anaully

Monthly
Payment:
Annuity

(000 millrW)
GF Cost 

Of Grand- 
Fathered 

Recipients

(000 tr'IniS)
NooGF 
Cost of 
Post?) 

Recipients

(C00«~Jni4)
GF Cost 
Cost of 
Tost 93 

Rcclplcnls

(OOOmllt.r)

Total
GF

Coal

(rOOt**lnrS)

Total'
GF

Savlnps

Current I’rogrtun 
Stale ((DOmini-s 

Fiscal Qualified 
Year Recipients Cos

Gland*
Fathered

Recipients
1992 21,190 63,570.0

J 9“ 3 22,385 67,155.0 22,385 22,385 $910.47

I99<1 23,624 70,872.0 22,798 832 23,630 959.13 $111.26 $9.27 68,392.6 92.6 2,403.4 70,796.0 76.0

1995 24,8-11 74,523.0 21,527 3,327 * 24,854 1,012.63 237.93 19.83 64.580.0 791.6 9,189.4 73,769.4 753.6

1596 25,952 77,856.0 20,179 5,804 25,983 1,059.15 381.89 31.82 60,536.1 2,216.5 15,195.5 75,731.6 2,124.4

1997 26,805 80,415.0 18,911 8,000 26,911 1,120.64 543.79 45.32 56,732.2 4,350.3 19,649.7 76,381.9 4.0J3.I

1998 28,034 84,102.0 18,532 10,192 28,724 1,176.43 726.95 60.58 55,594.5 7,409.1 23,166.9 78,761.5 5,340.5

1999 29,070 87,210.0 16,753 12,332 29,085 1,231.81 932.51 77.71 50,258.5 11,499.7 25,496.3 75,754.8 1 1,455.2

2(XX) 30,166 90,498.0 15,804 14,322 30,126 1,284.27 1,162.30 96.86 47,410.6 16,646.5 .26,319.5 73,730.1 16,767.9

2fX)l 31,173 93,519.0 14,890 16,175 31,065 1,341.82 1,418.03 118.17 44,671.2 22,936.6 25,588.4 70,259.6 23,259.4

2fX)2 32,231 96,693.0 14,051 17,992 32,043 1,398.32 1,702.54 141.88 42,151.8 30,632.1 23,343.9 65,495.7 31,197.3

2(X)3 33,332 99.996.0 13,261 17,983 31,244 1,458.23 2,018.13 168.18 39,781.7 36,292.0 17,657.0 57,438.7 42,557.3

2(X)4 34,461 103,383.0 12,512 21,553 . 34,065 ’ 1,516.90 2,367.87 197.32 37,537.4 51,034.7 13,624.3 51,161.7 52,221.3
21X15 35,684 107,052.0 11,827 23,303 35,130 1,578.62 2,754.51 229.54 35,480.3 64,188.3 5,720.7 41,200.9 65,851.1
2c:v> 37,146 111,438.0 11,239 0 11,239 " 1,578.00 3,181.55 265.13 33,717.0 0.0 0.0 33,717.0 77,721.0

21X17 38,830 116,490.0 10,724 . 0 10,724 1,578.00 3,644.82 303.74 32,172.0 * 0.0 0.0 32,172.0 84,318.0

2(X)0 40,888 122,664.0 10,315 0 10,315 M1,578.00 4,147.47 345.62 30,943.8 0.0 0.0 30,943.8 91.720.2

2(X)9 42,797 128,391.0 9,860 0 9,860 : 1,578.00 4,692.84 391.07 29,580.1 0.0 0.0 29,580.1 98,810.9

2010 44,542 133,626.0 9,374 0 9.374 1,578.00 5,284.56 440.38 28,120.8 0.0 0.0 28,120.8 105,505.2

Notes: Grandfathered Recipients a All persons paid vli current program, declines la
■ccoidmoc with mortality titles maintained by AK Dept oI I-*l>or-
using 1990 census results.

Assunia tich rrclpltol deposits TFD Jin I of each year. _
8.30% Annual fVcftll llale esincd on lovcstnlcnl

Cunenl Program - aisumcs nn clunges lo (lie law.
Total GF Cost * OF cost of giandfalhcicd recipient:

plus OF cost o f post 93 leclplcnts. . j

Total GF Savings = Difference between iolal GF cost of current ptogiam If nol
modified and the cost of the program If SI38 becomes law.

•;i •
1)<Fin!lloai 'Redplroli* art defined as Hit Average Number of Warrants Issued In a tnonlli.

This Data os out " j i f lp l r n l "  would rtee lre 33,000 p t r  year. II does not tejualc tx a d ly  lo H it number o f people.

SIM Recipients = All persons enteilng the prngiam after SIM becomci law. and assumes
Ihe normal propoellon of eligible people do aclually apply for tbe smaller bonus. 

PFD Dlvlderd Received a based on Depl. of Revenue projections.
Annuity • based on model previously developed and maintained by legislative Research.
GF cost of Grandfathered Recipients = Number of Grandfathered recipient: llmci J 3.000. 
N-sn-OF Cost of Tost 93 Recipient: = Portion of 33,000 paid by annuities.
GF Cost of Posl 93 Recipient: Dalanct peedcd la GF *s long is annuities arc less lhao 33,000



FISCAL N O TE

D epartm ent Affected: Administration
BRU: Retirement and Benefits______
C om ponent: Retirem ent and Benefits

Revision Date:______________________________________
T itle : An Act am en d in g  and m aking effective an 

A nnuity Program
Sponsor________ Kertulla___________________________
Requestor:______ Senate Rules Committee___________ C O M PO N EN T SERIAL NO.

E xp en d itu res/R even u es: (T housands o f D ollars)

OPERATINC,
PERSONAL SERVICES
TRAVEL
CONTRACTUAL

EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

REVENUE  
FUND SOURCE:

FU N D IN G : (T h ou san d s o f  dollars)
1644.9GENERAL FUND

OTHER  
FUND SOURCE
TOTAL

PO SITIO N S
FULL-TIME:
PART-TIME:
TEMPORARY:

Estimate of current year impact:

ANALYSIS: (attach a separate page if necessary.)

See attached for a d eta iled  analysis

Phone: 465-4470Prepared Bv: Garv Bader
2/26/92Retirem ent and BenefitsDivision:

Approved b y  C om m issioner: N ancv Bear Usera
Agency:_________ D epartm ent o f A dm inistration

D istribution (by preparer): L egislative Finance, L eg isla tive  Sponsor, R equestor, OM B <k Im pacted Agency(ies), 
Rev 11/91 • P a g e l _ o f l



Committee Substitute for Senate Bill 8 (SA) am 
Fiscal note Analysis 

Prepared by Division of Retirement & Benefits 
Department of Administration 

February 26,1992
Analysis: The cost of the annuity program is anticipated to be borne entirely by general fund (GF) 

appropriations. This fiscal note assumes that approximately 5% of the permanent fund 
dividend recipients (25,000) will participate in the annuity program.
Eight full-time positions will be needed to administer this program on a continuing basis. 
Even though we are proposing to contract with a private record keeper, eliminating the 
need for a large staff, this bill requires extensive manual effort to interface with the 
contractor. Personnel will handle counseling, address and beneficiary changes, account 
maintenance, and cash contributions.
Travel in FY 93 is needed to explain the program and answer questions at several locations 
throughout the state. In subsequent years, there will continue to be the need for rural 
education and counseling.
There are annual contractual needs for the operation of the annuity program as well as 
contract with the annuity record keeper. These ongoing contractual needs are explained 
belowi The system will be highly automated to reduce the need for a larger staff. An 
analyst/programmer V will coordinate D.P. activities.
On-going off:ce supply needs will include microfilming supplies, computer paper stock, 
annual statements of account and 1099's. In FY 93, there will also be a one time need for 
office equipment and the purchase of a microfilmer and reader for file maintenance.
The total estimated administrative cost to the division by fiscal year is as follows:

Page 2 of 4
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PERSONAL SERVICES

1 R etirem en t System  M anager $81.1
1 R etirem ent Specialist I / I I 52.0
1 R etirem en t Technician I / I I 42.1
1 A ccoun tan t II 52.0
1 A ccoun ting  Technician I 42.1
1 C lerk-Typist m 35.0
1 A ccounting  Clerk III 37.9
1 A n a ly s t/P ro g ra m m er V 72.1

Total Personal Services C o s t ................................  $414.3
FY 93 Personal Services w /3 %  increase $426.7

TRAVEL
FY 93 .- 35 trip s  to various locations th ro u g h o u t 
the sta te  for p u b lic  m eetings to explain the 
p rogram .

FY 94 and  a fte r - trips to various locations th ro u g h o u t 
the s ta te  for an n u a l en ro llm en t counselling.

Total Travel c o s t.......................................................... 50.0 25.0

CO N TRA CTU A L FY 93 FY 94
CPU costs 20.0 
C om pu ter tap es  10.0 
Disk space costs 20.0 

Total DP resource $50.0 $50.0
Record K eep ing  C ontractor 

25,000 accts. @ $35.00 875.0 875.0
In fo rm atio n  Blitz, _ •

TV, and  R adio 85.0 ’ 35.0
RSA-to. PFD division 41.7 28.1
Postage: In fo rm ation  an d  

w arran ts 50.0 50.0
A u d its  . ' ■' 15.0 • • 15.0
A ctuaria l C onsu lting 15.0 10.0.
C entrex charges (8 lines), long 

d istance W ATS line 30.8 30.8
Floor space (1,000 square feet at 

2 .2 5 /mo) 38.8 38.8
Total C ontractual c o s t ..............................................1,201.3 1,132.7
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SUPPLIES
Office supplies, calculators 
M icrofilm ing su p p lie s  
P aper stock 
S tatem ent of A ccoun t

Total Supplies c o s t.

'r.\\f . i \ • • • - '•» ■

. '

FY 93 FY 94
S 4.0 $ 2.0

3.5 3.5
40.0 50.0

5.0 5.0

. ..

FY 93

52.5

FY 94

60.5

EQUIPM ENT
8 W ork sta tions 
8 C hairs
8 PCs and  o ther office equ ipm en t 

O ther office eq u ip m en t 
(D ictaphone, calculators, etc.)

1 P rin te r
1 M icrofilm er an d  reader
2 File cabinets
8 Phones (6 0 0 /in s tru m en t)

Total E quipm ent cost 144.1

TOTAL O perations C ost S1S62.2

The continuing personal services costs is es tim ated  to increase a t 3% p e r year. The costs of 
adm inistration  of this system  is an tic ipated  as g en era l funds rea lized  from  the offsetting  savings 
realized from  declin ing Longevity  Bonus p ay m en ts . F und ing  is an tic ip a ted  from  general fund 
appropria tions.
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BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATORS KERTTULA, Halford, Jones, Sturgulewski, Collins, Rodey, Menard, Uehling, Pearce,
Frank, Craft, Eliason

REPRESENTATIVES ZAWACKI, Sharp, MAaMiller

1 "An Act amending and making effective an annuity program and amendments to the
%

2 longevity bonus program and the permanent fund dividend program provided for in

3 secs. 2 - 18, ch. 99, SLA 1985; relating to the longevity bonus program; and providing

4 for an effective date."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

6 * Section 1. AS 43.23.005(d), as enacted by sec. 3, ch. 99, SLA 1985, is amended to read:

7 (d) A person who is eligible to receive a permanent fund dividend under this section, or

8 who is authorized to claim a dividend on behalf of another under (c) of this section, may elect

9 to receive the dividend either in cash or as an annuity credit. Notwithstanding fa) of this

10 section [ALTERNATIVELY], a person who receives a longevity bonus payment under

11 AS 47.45.015(a) during the previous vear is not eligible to receive a perm anent fund

12 dividend for the current vear. For the purpose of calculating the am ount of a dividend

13 under AS 43.23.025. an individual who is ineligible to receive a dividend under this

.4 subsection is counted as an eligible individual whether or not the individual has applied for

A BILL

FOR AN ACT ENTITLED

L
-1-

Nsw Texr U n d e r l i n e d  (D E LE T E D  TEX T  BRACKETED ]
HCS CSSB 8(FIN)



the dividend. Each vear the legislature mav appropriate from the dividend fund to the

annuity investment fund under AS 43.23.110(a) an am ount'equal to the money that would

3 otherwise be paid as dividends to individuals determ ined to be ineligible under this

4 subsection [MAY ELECT TO RECEIVE 25 PERCENT, 50 PERCENT, OR 75 PERCENT OF

5 THE DIVIDEND IN CASH AND THE REMAINDER AS AN ANNUITY CREDIT. A

6 PERSON WHO IS 65 YEARS OF AGE ON OR BEFORE JANUARY 1, 1988 MAY ONLY

7 RECEIVE TioL PERMANENT FUND DIVIDEND IN CASH AND MAY NOT ELECT TO

8 RECEIVE AN ANNUITY CREDIT].

9 * Sec. 2. AS 43.23.110(a), as enacted by sec. 16, ch. 99, SLA 1985, is amended to read:

10 (a) The annuity investment fund is established as a separate fund in the state treasury.

11 The annuity investment fund consists of money transferred from the dividend fund, cash

12 contributions under AS 43.23.125. appropriations to the fund under AS 43.23.005(d) and

13 income earned by the annuity investment fund. Notwithstanding AS 37.13.145, an amount equal

14 to the permanent fund dividends taken as annuity credits under this chapter shall be annually

15 transferred from the dividend fund to the annuity investment fund. Amounts appropriated to

16 the annuity investment fund during a vear shall be credited on a per capita basis to the

17 annuity accounts of individuals that have elected an annuity credit under AS 43.23.005(dl

18 for that vear.

19 * Sec. 3. AS 43.23.110(b), as enacted by sec. 16, ch. 99, SLA 1985, is amended to read:

20 (b) Money in the annuity investment fund shall be invested under AS 37.10.071 by the

21 commissioner of revenue [IN INVESTMENTS AUTHORIZED UNDER AS 39.35.110]. The

22 commissioner of administration shall credit the net income of the annuity investment fund to the

23 individual annuity accounts and the annuity reserve account.

24 * Sec. 4. AS 43.23 is amended by adding a new section to read:

25 Sec. 43.23.125. CASH CONTRIBUTIONS. An individual who is eligible to receive the

26 permanent fund dividend as an annuity credit under AS 43.23.005(d) but does not elect to do so

27 or who elects to receive only a portion of the permanent fund dividend as an annuity credit may

28 make a cash contribution to that individual’s annuity account. The cash contribution for a

29 dividend year must be received by the Department of Administration before September 30 of the

30 year following that dividend year. The total amount of the annuity credit and the cash

31 contributions to an annuity account for a year may not exceed the amount of the permanent fund

HCS CSSB 8(FIN) -2-
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1

1

2

3

4

5

6

7

8 

9

10

11

12

dividend for that year.

* Sec. 5. AS 43.23.130(a), as enacted by sec. 16, ch. 99, SLA 1985, is amended to read:

(a) An individual with one or more annuity credits or cash contributions under

AS 43.23.125 may receive an annuity upon reaching the age of 65.

* Sec. 6. AS 43.23.130(b), as enacted by sec. 16, ch. 99, SLA 1985, is amended to read:

(b) An annuity under this section is a monthly payment based upon the principal and 

accrued interest in the person’s annuity account. Upon appointm ent to receive an annuity, the

account balance shall be transferred to the annuity reserve account. The [AN] annuity shall 

be paid from the annuity reserve account as a straight life annuity or other payment plan 

authorized by the commissioner of adm inistration [THE DEPARTMENT OF 

ADMINISTRATION]. The size of the annuity may not vary on account of the individual’s sex.

* Sec. 7. AS 43.23.130(e), as enacted by sec. 16, ch. 99, SLA 1985, is repealed and reenacted to

13 read:

14

15

16

17

18

19

20

21

7 7

23

24

25

26

27

28

29

30

31

(e) If a person elects to credit a permanent fund dividend or make a cash contribution 

to an annuity account and dies before age 65, a lump sum payment shall be made to that person’s 

designated beneficiary or beneficiaries. The lump sum payment includes all dividends or cash 

contributions credited to the person’s annuity account and interest earned on the account. A 

person may change or revoke a designation without notice to the beneficiary or beneficiaries at 

any time. If a person designates more than one beneficiary, each shares equally unless the person 

specifies a different allocation or preference. The designation, change, or revocation of 

beneficiary shall be made on a form provided by the commissioner of administration and is not 

effective until it is filed with the commissioner. If there is no beneficiary designated or 

surviving, the lump sum payment shall be paid to the

(1) surviving spouse;

(2) if there is no surviving spouse, in equal parts to the surviving children 

including adopted children;

(3) if there is no surviving spouse or child, in equal parts to the surviving parents;

or

(4) if there is no surviving spouse, child, or parent, to the estate of the deceased.

* Sec. 8. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.135. EMERGENCY WITHDRAWALS. An individual may make a

-3- HCS CSSB 8(FIN)
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1 withdrawa from chat individual’s annuity account before reaching the age of 65 if the individual

2 establishes to the satisfaction of the commissioner of administration that the withdrawal is

3 necessary to meet an unforeseeable emergency. The amount withdrawn may not exceed the total

4 amount in the .individual’s annuity account or the amount actually necessary to meet the

5 emergency, whichever is less. The commissioner shall define the term "unforeseeable

6 emergency" by regulation. An individual may only make one withdrawal under this section and

7 may pay it back with interest under terms established by the commissioner. An individual who

8 has made a withdrawal under this section may not elect to credit a dividend or make a cash

9 contribution to an annuity account for two years after the withdrawal.

10 * Sec. 9. AS 47.45.015, as enacted by sec. 18, ch. 99, SLA 1985, is repealed and reenacted to read:

11 Sec. 47.45.015. AMOUNT OF BONUS, (a) The amount of the monthly longevity bonus

12 for a person who reaches 65 years of age on or before December 31, 1992, is $250.

13 (b) The amount of the monthly longevity bonus for a person who reaches 65 years of age

14 on or after January 1, 1993, is

15 (1) $250 during fiscal year 1993;

16 (2) $225 during fiscal year 1994;

17 (3) $200 during fiscal year 1995;

18 (4) $175 during fiscal year‘1996;

19 (5) $150 during fiscal year 1997;

20 (6) $125 during fiscal year 1998;

21 (7) $100 during fiscal year 1999;

7 7  (8) $75 during fiscal year 2000;

23 (9) $50 during fiscal year 2001;

24 (10) $25 during fiscal year 2002; and

25 (11) $0 after fiscal year 2002.

26 * Sec. 10. AS 47.45.030 is amended to read:

27 Sec. 47.45.030. ABSENCE FROM THE STATE. After qualification, i  . c tipient shall

28 notify the commissioner of administration when the recipient expects to be absent from the staie

29 if the absence is for a continuous period that exceeds 30 days. After that notification, the

30 recipient may no longer receive bonuses from the Department of Administration after the last

31 regularly approved monthly application. Upon returning to the state, the recipient may again

HCS CSSB 8(FIN) -4-
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1 make application for a bonus. Whenever the absence is for a continuous period that exceeds 180

2 [90] days the recipient shall be disqualified from receiving bonuses for the next 12 calendar

3 months after returning to the state. However, when the commissioner determines a period of

4 absence is beyqnd the control of the recipient, the recipient may not be disqualified if the

5 recipient still otherwise qualifies upon returning to the state. Continual absences from the state,

6 even though reported, and failure to notify the commissioner of an expected absence may be

7 grounds for disqualification.

8 * Sec. 11. AS 47.45.070(a) is amended to read

9 (a) An unqualified person is one who

10 (1) does not meet the age or residence requirements as provided for under this

11 chapter,

12 (2) meets the age and residence requirements of this chapter but either is confined

13 in a state or federal mental health institution or facility and is certified by the state as unable to

14 manage personal affairs, or resides in a nursing home as that term is defined in AS 08.70.180;

15 however, if that person, at the time of commitment or commencement of residence, provided the

16 principal support of a spouse, the commissioner of administration may determine to pay the

17 confined person’s bonus to the person’s spouse until the spouse is qualified for a bonus;

18 (3) is otherwise qualified but confined in a penal or correctional institution or

19 facility; upon completion of sentence or upon the conferral of a pardon, parole or probation, the

20 person may make application; confinement outside the state shall be considered as residence in

21 the state if a person was convicted and sentenced from a court in Alaska; revocation of parole

22 or probation shall be cause for immediate disqualification until release from confinement is again

23 effected;

24 (4) voluntarily leaves the state and remains absent from the state for a continuous

25 period of more than 180 [90] days.

26 * Sec. 12. AS 43.23.110(c) and sec. 1, ch. 99, SLA 1985, are repealed.

27 * Sec. 13. Chapter 99, SLA 1985, and secs. 1 - 11 of this Act apply only to permanent fund divi-

28 dends for years beginning after December 31,1993. Notwithstanding the amendments to AS 43.23 made

29 by ch. 99, SLA 1985, and this Act, permanent fund dividends for 1993 and prior years shall be made

30 under the law as it existed before the effective date of this Act.

31 * Sec. 14. This Act takes effect immediately under AS 01.10.070(c).
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SPONSOR STATEMENT 
CS SENATE BILL 8 (STATE AFFAIRS) am  

R elating to an  ANNUITY PROGRAM

The H ouse Finance Com m ittee has before it the H ouse Judiciary version  of Senate 
Bill 8. The Judiciary  version differs rad ically  from  the version w hich  the Senate 
passed this year and  w hich passed the H ouse State Affairs com m ittee.

The H ouse Judiciary  version of Senate Bill 8 elim inates the annu ity  p rogram  from  
Senate Bill 8 and  phases o u t the longevity bonus over a 15 year period  for those 
persons w ho tu rn  65 after January 1, 1994. By 2008, the am ount of the  bonus w ou ld  be 
0 for these persons; for those w ho are 65 on or before January  1,1994, the longevity  
bonus am oun t w ould  be $250 per m onth.

W hen the H ouse Judiciary Com m ittee considered Senate Bill 8, they ind icated  that 
it w as their in ten t that bo th  the Judiciary version  and  the Senate version of Senate 
Bill 8 be considered by the  H ouse Finance Com m ittee.

CS SENATE BILL 8 (STATE AFFAIRS) am

Senate Bill 8 is an u p d a ted  version of the legislation w hich th e  Senate p assed  in  
1988. This legislation represents years of w ork  by m any A laskans. Its enactm ent will 
reduce call on the state treasury and is necessary to save the program . H ow ever, 
m ore critical than even the economics of the p roposal is the fact that the annu ity  
proposal ensures that the state will continue to  p rov ide  a p rogram  for p ioneer 
A laskans.

Since 1984, there have been several actuaries w ho have w orked  on the annu ity  
proposal to ensure  the actuarial soundness of the legislation an d  its tax status: A etna 
Life, K idder P eabody Corporation, Benefits Concepts, M orrison and  Forrester (Tax 
attorneys), N ew  York Life Insurance C om pany, M etropolitan  Life Insurance 
Com pany, to nam e a few.

The projections for Senate Bill 8 are based  on inform ation  from  the D epartm en t of 
Labor,the D epartm en t of A dm inistration , a n d  the P erm anen t F und  C orporation.
O n the advice of the D epartm ent of A dm inistration , w e have assum ed an in terest 
rate of 7% for the annuity  p rogram  w hich is conservative.



U nder the provisions of Senate Bill 8, A laska's seniors w ho are currently  receiving 
the longevity bonus and  those w ho tu rn  65 betw een now  and January  1, 1994 will 
qualify for the curren t longevity bonus p rogram  and  they will also receive the full 
perm anen t fund  dividend. These ind iv iduals w ould  n o t partic ipate  in the annuity  
program .

Individuals w ho turn  65 after January 1, 1994 w ould  partic ipate in  a p rogram  
consisting of a declining longevity  bonus paym ent, and an  option to partic ipa te  in  
the annuity  program ; the com bination w o u ld  equal $250 per m onth.

The Senate version of Senate Bill 8 has been  designed  to p rov ide  m axim um  
flexibility for A laska's seniors. For example:

1) To partic ipa te  in the annuity  program , an ind iv idual m ust contribute all or a 
portion  of their perm anen t fund  d iv idend  into an annu ity  account. Those w ho 
choose to contribute 100 percent of their perm anen t fund  d iv idends(or the cash 
equivalent) into the annu ity  program , w ill receive a com bined longevity  bonus 
paym ent and  annu ity  paym ent totalling at least $250 per m onth;

Indiv iduals w ho are 50 or younger at the time of the legislation's effective date  m ay 
receive over $250 per m onth.

H ow ever, if an ind iv idual never contributes his perm anen t fu n d  d iv id en d  into the  
annuity  program , the am ount of his bonus w ill keep decreasing un til he  v 111 
receive a $3 bonus in 2007 p lus his perm anen t fund  dividend; In  2008, his longevity 
bonus w ould  be zero (based on certain assum ptions)

2) Section 4 provides for an eligible ind iv idual to m ake cash contributions to his 
annuity  account b u t the total am ount of any  annuity  credit plus a cash contribution 
m ay not exceed the perm anen t fund d iv idend  for that year. The ind iv idual m ust 
also m ake the contribution w ith in  a certain tim e fram e;

3) Section 7 provides for the designation of beneficiaries to an annu ity  
account.should an  indiv idual die before reaching age 65.

4) Section 8 provides for a one-tim e only em ergency w ithdraw al from  an 
ind iv idual's  annu ity  account to m eet an "unforeseeable em ergency." The 
Com m issioner of A dm inistration  w ill define th is term  in i 'g u h tio n . The language 
in  this section of the bill is sim ilar to the state 's deferred com pensation statu tes. For 
the deferred  com pensation program , the IRS has p rov ided  a skeletal sta tem en t as to 
w hat is allow able as an unforeseen catastrophic em ergency.

A n ind iv idual m ay pay back the m oney in to  the annuity  w ith  interest.



HO U S E CS FOR CS FOR S EN A TE B IL L  8 (T U D IC IA R Y )

The H ouse Judiciary  version of Senate Bill 8 com pletely elim inates the annu ity  
program . It creates several m ajor problem s for the senior population:

1) The H ouse Judiciary version ignores w hat the seniors have consistently said  that 
they w an t as a so lu tion  to the longevity bonus program ;

2) Seniors no longer have options and  choices as they w o u ld  in the  Senate version;

3) The rationale th a t a p rivate  annu ity  w ould  be a better investm ent is erroneous; 
the yield is likely to be less for a privately-run  annu ity  due  to the adm in istrative 
costs;

4) The general fund  cost to the state of the H ouse Judiciary version is g reater than 
the cost of the Senate version;

5) Potential tax benefits u nder the Senate version of SB 8 w ould  be lost u n d er the 
H ouse Judiciary version. The accum ulated  funds w ith in  a sta te-run  annu ity  w ould  
alm ost certainly be tax deferred; w hereas they m ost probably w ould  no t be  deferred 
in  m ost p rivate ly  ru n  annuities.

Finally, if the in ten t is to use the perm anen t fund earnings reserve as the  fund ing  
source for the longevity  bonus program , the legislature will be creating an  untenable 
situation. U tilizing the p erm anen t fund  earnings reserve w ill u ltim ately  re su lt in a 
decrease in the am o u n t of the p erm anen t fund  div idend; this w ou ld  "pit" the 
seniors against the rest of A laska's citizens. •

I believe that the version of Senate Bill 8 w hich passed the Senate is in  the best 
interests of A laska's seniors, reflects the will of A laska's citizens and  is good public 
policy. In  order to u n d erstan d  the provisions of the annuity  p rogram  w hich  is 
created in  Senate Bill 8, as passed  by the Senate, som e historical background  is 
necessary.

BACKGROUND AND CHRONOLOGY

In 1972, the A laska Legislature institu ted  the A laska Longevity Bonus P rogram . The 
prim ary  p u rpose  of the p rogram  w as to prov ide for residents who- h e lped  build  
Alaska, and  to enable them  to rem ain  in  A laska w hen  they retire. All A laskans 
w ho w ere age 65 or o lder an d  had  been a resident of the state prior to  January  1, 1959, 
and  had  25 years of continuous residency w ere eligible to receive the bonus.

This p rogram  w as in itia ted  before the p ipeline construction. The availability  of 
large am ounts of m oney w as n o t the m otivating  factor in  in itiating  the Longevity



Bonus; rather, it w as based on an enlightened approach tow ard  our elders and  the 
realization th a t o u r fu tu re  and  our children 's fu tu re  rem ains m ore secure w ith  the 
su p p o rt our elders give by  rem aining in  A laska w here basic necessities are available 
to them.

Tn 1982, Rodney Vest filed su it against the sta te  on the issue of the Longevity Bonus 
program , challenging the state's residency requirem ent. The case w en t before the 
A laska Suprem e Court.

In 1984, the Suprem e C ourt issued the decision • w hich changed the eligibility 
requirem ents for the longevity  bonus p rogram . .

The Legislature subsequently  am ended th e  longevity  bonus statu tes so that 
ind ividuals w ho have resided  in the state for one year w ou ld  be eligible for the $250 
bonus. It was apparen t to everyone that this decision w o u ld  lead  to an  increase in  
the num ber of eligible A laskans 65 and o lder w ith  a resu lting  increase in  costs to 
the state.

The statistics since 1984 clearly show  the increase in partic ipan ts and  cost. In  1973, 
there w ere 3.641 partic ipan ts in the longevity bonus program , at a cost of $4 million. 
In 1989, there w ere 18,000 seniors partic ipating  in  the p rogram  at a cost of $54 
million. To fully fund  the longevity bonus p rogram  in  FY- 93 w ou ld  requ ire  $67 
m illion w ith  an estim ated partic ipation  of 22,865 ind iv iduals. A t this rate, the 
longevity bonus program  w ill cost the sta te  $100 m illion b y  the year 2006.

Because of these increased costs, the A dm inistration  and  the leg islature felt the  need 
to exam ine options w hich w ould  pro tect the longevity  bonus an d  w hich  w ould  
enable seniors to continue to receive the bonus w hile  sim ultaneously  phasing  o u t 
the am ount of general fund dollars w hich w ould  be requ ired  for the program .

As early as 1983, the Legislature began to look ^t alternatives to the Longevity Bonus 
program . The H am m ond 'C om m ission  w as form ed in  1984 and  I w as a m em ber of 
this Com m ission.

In 1985, the legislature passed  Conference C om m ittee Substitu te for SB 56 w hich 
authorized an annu ity  p rogram  and placed a ballo t p roposition  before the  voters 
asking them  w hether or no t the legislature shou ld  ad o p t an  annu ity  program ; on 
N ovem ber 4,1986, this ballot proposition passed  by  a vote of 99,222 to 65,789 
(garnering m ore votes than  any candidate has received in  the last tw o  gubernatorial 

  elections).

In 1986, Senate Bill 5, w hich I sponsored, w as in troduced. This legislation w o u ld  p u t 
an annuity  program  in place. A lthough SB 5 passed  the leg islature, it w as vetoed  
by the G overnor w ho failed to understand  the issues.



Once again, the pioneers are supporting  the enactm ent of the annuity  p rogram  
w hich the voters overw helm ingly  approved in  1986.

SUM M ARY

W hile I w ould  prefer to continue the present longev1 iy bonus program , it is 
unrealistic to assum e th a t w e can do so, given the escalating program  costs.

Alaska's seniors have been w aiting since 1982 for a resolution to the d ilem m a 
created by the Suprem e C ourt decision. The seniors w ant the stability of a 
definitive decision. C ontinuing  the p resen t program  sim ply adds to their feelings of 
uncertain ty  and  apprehension; it is no t fair that they should  have to w o n d er every 
year w h at the  legislature will do  to the longevity bonus program .

A laska's seniors have accepted the need  for a change to the p resen t longevity  bonus 
program ; they su p p o rt the enactm ent of the annuity  p rogram  w hich the voters 
overw helm ingly  app roved  in  1986.

H ow ever, they have spoken overw helm ingly in opposition to any needs-based 
prop. It is unacceptable to force our senior citizens to live in  poverty  after they  have 
given their energy, their youth , and  their good will to build  o u r state; their efforts 
have m ade our ow n lives better. The Alaskan senior is justifiably a p ro u d  
ind iv idual and  should  no t be p u t th rough  the degradation of a w elfare p rog ram  in 
their la ter years w hen  their presence is so necessary to the w ell-being of fu tu re  . 
generations.

I believe that enacting the annuity  program  is the best w ay to ensure th a t A laska 
seniors can continue to rely on a m onthly check of at least $250. The annu ity  will 
enable us to legally secure the Alaska longevity bonus program  at a relatively low  
cost to the state. By the year 2010, it is estim ated that the State will save $533.7 
m illion if CS Senate Bill 8 (State Affairs) am  passes.

In  conclusion, I u rge the H ouse Finance Com m ittee to adopt CS Senate Bill 8 (State 
Affairs) am.
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CS SENATE BILL 8 (State Affairs) am

Sec. 1 Amends Ch. 99 SLA 85 which has never taken 
effect to provide that a person 65 years of age on or before 
January 1, I994 will receive a longevity bonus of $250 per 
month. Ch. 99 SLA 85 set this date at January I, I988.

Sec. 2 Amends Ch. 99 SLA 85 to include cash 
contributions permitted under section 4 of this bill.

Sec. 3. Provides for the investment of funds in the 
annuity investment fund and adds a reference to the 
annuity reserve account established in section 6 of this 
bi l l .

Sec. 4. Adds a new provision allowing certain 
individuals to make cash contributions to annuity accounts 
if they do not elect to receive permanent fund dividends as 
annuity credits. Sets up the annual window of time during 
which such a cash contribution may be made.

Sec. 5 Amends Ch. 99 SLA 85. Conforming language to 
allow for cash contributions.

Sec.6. Amends Ch. 99 SLA 85 to require that annuities 
be paid from the annuity reserve account.

Sec. 7 Amends Ch. 99 SLA 85 65. Sets up beneficiary 
succession for death benefits.

Sec. 8. Permits a one-time emergency withdrawal to meet 
an unforeseeable emergency, as defined in regulation.



Sec. 9. Amends Ch. 99 SLA 85 by adding a description of 
"maximum possible straight life annuity" to to be used for 
determining the amount of the monthly longevity bonus. A 
person who is 55 on or before January I, 1994 is entitled to 
the full longevity bonus payment without reduction.

Sec. 10. Repeals the stairstepping provision in Ch. 99 
SLA 85.

Sec. II. The annuity credit selection applies only to
permanent fund dividends beginning after December 31,
19 9 2

Sec. 12. The bill has an immediate effective date.
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January 30, 1992

MEMORANDUM

Leg is la t ive Analysts

RE: Cost Comparison o f Ex is t ing Longevity Bonus Program and Senate B i l l 8
Research Request 92.124

You requested an update o f previous Leg is la t ive Research Agency memorandums 
which compared the general fund cost o f the curren t longev ity bonus program 
with the cost o f the program as modified by the proposed Senate B i l l 8.

The attached tab le and graphs incorporate some changes in asisumptions from 
previous memorandums. The annual annuity in te re s t ra te has been lowered to 7 
percent, on the advice o f the d ire c to r o f Retirement and Benefits , Alaska 
Department o f Adm in is tra t ion , to re f le c t curren t in te re s t ra te expectations. 
The s ta r t in g date fo r the annuity program has also been moved forward one year, 
as Senate B i l l 8 was not enacted la s t year. These changes reveal a decrease 
in cumulative savings compared to e a r l ie r analyses.

We hope th is  information is he lp fu l to you. I f  you need fu r th e r assistance 
please do not hes ita te to contact th is o f f ic e .

Attachments



A la sk a  Longev ity B onus P rog ram  an d  S en a te  B ill 8

General Fund Costs/Savings
Cost of Cost of Annual Cumulative

Fiscal Current SB 8 Savings Savings
Year Program Program SB 8 SB 8
1993 67.2 67.2 0.0 0.0
1994 70.9 70.8 0.1 0.1
1995 74.5 73.5 1.1 1.2
1996 77.9 75.5 2.4 3.6
1997 80.9 76.7 4.2 7.8
1998 84.1 77.3 6.8 14.6
1999 87.2 77.2 10.0 24.6
2000 90.5 76.3 14.1 38.7
2001 93.5 74.4 19.1 57.8
2002 96.7 71.6 25.1 82.9
2003 100.0 67.6 32.4 115.3
2004 103.4 62.4 40.9 156.2
2005 107.0 55.9 51.2 207.4
2006 111.4 47.8 •• 63.6 271.0
2007 116.5 37.8 78.7 349.7
2008 122.7 35.0 87.7 437.4
2009 128.4 33.4 95.0 532.4
2010 133.6 31.9 101.7 634.1

Note:
*AI1 Dollar Amounts are in M illions of Nom inal Dollars. 
“ Implied migration and mortality rates are from 
Alaska Department of Labor.
'Annuity Interest Rate 7%
'N o Annual Annuity Service Charge

Co it ol Curr«nt and SB 8 Longevity Bonut P rogram

FiicalYaar

Rev ised 3 /5 /9 2 

P a g e ! o f2
Prepared by Legislative Research Agency -1 /29 /92 (92-124)



A la sk a  Longevity Bonus P rogram  an d  S en a te  B ill 8

Projected Annuity and 
Dividend Payments

5000
wc
03
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’D
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cc

Fiscal Qualified Post FY 93 Total Dividend
Year Recipients Recipients Recipients Received

1993 22385 • 0 22385 924.00
1994 22488 1137 23625 • 970.00
1995 21469 3373 24842 “ 1022.00
1996 20512 5441 25953 1066.00
1997- 19587 • . •- 7383 26970 1111.00
1998 18687 9345 28032 1171.00
1999 17843 11224 29067 1221.00
2000 17018 13144 30162 1271.00
2001 16237 14932 31169 1321.00
2002 15484 16743 32227 1374.00
2003 • 14773 18555 33328 1426.00
2004 14086 20372 34458 1479.00
2005 13431 22250 35681 1533.00
2006 12807 24338 37145 1589.00
2007 12220 26607 38827 1647.00
2008 11657 29228 40885 1706.00
2009 11136 '31659 42795 1766.00
2010 10641 33899 44540 1830.00
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Legislative Research Agency
130 Seward Street, Suite 218 
Juneau, Alaska 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

March 30, 1992

MEMORANDUM

RE: In te re s t Rates and Priva te Annuities

As you requested, we contacted p r iva te insurance companies fo r curren t in te re s t 
rates on annu it ies . The curren t ra te is 6.0 percent to 6.5 percent depending 
on the amount o f money i n i t i a l l y  placed in the account and the company
provid ing the annuity. A l l o f the companies contacted required an i n i t i a l
minimum amount to es tab lish an annuity. Minimums range from $1,000 to $10,000.

Daniel Carpenter o f Benefits Concepts, In c . , indicated th a t the curren t amount 
charged by insurance companies to administer annuities is approximately 2.25 
percent. This includes both operating expenses and a p r o f i t margin. Some
companies also charge an add itiona l annual annuity fee.

I f  we can be o f any add it iona l assistance, please contact us.



-legislative Research Agency
130 Seward Street, Suite 218 
Juneau, Alaska 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

Apr i l 1, 1992

MEMORANDUM

TO:

' C/* tnwn D*Ml1 CwrFROM: Paula d.' Scavera and Paul 'Engelman
Leg is la t ive Analysts

RE: Costs o f Alaska Longevity Bonus Programs
Research Request 92.217 (Supplemental Information

n

You requested information concerning the to ta l costs o f the ex is t in g Alaska 
Longevity Bonus Program and three a lte rna t ives . Those a lte rna t ive s are Senate 
B i l l 8, House Jud ic ia ry Committee Substitu te fo r Senate T i l l 8 and a program 
tha t would pay only those persons who are aged 65 p r io r to January 1, 1994.

We have assumed tha t the maximum age fo r a re c ip ie n t is 98. This means tha t 
the program costs fo r both versions o f SB 8 and the other a lte rn a t iv e would end 
in 2026. Costs fo r the current program go beyond th is  date, and continue to 
grow.

I f  you have questions or need fu r th e r assistance, please contact th is  o f f ic e . 

Attachment
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M E M O R A N D U M

TO: Representative Mike Navarre 
Co-Chair, House Finance Committee

SUBJECT:

FROM:

Senate Bill 8 - Annuity Legislation

Senator Jay Kerttu

DATE: April 1, 1992

I would appreciate it if you would schedule Senate Bill 8, relating to the 
annuity/longevity bonus p;ogram.

Under CS Senate Bill 8 (State Affairs)am, Alaska seniors who are currently 
receiving the longevity bonus and those who turn 65 prior to January I, I994, 
will receive the $250 longevity bonus and will continue to receive the 
permanent fund dividend.

Those individuals who turn 65 after January 1, I994 would participate in a 
program consisting of a declining longevity bonus payment and an option to 
participate in the annuity program.

I believe that the annuity is the best way to ensure that Alaska seniors can 
continue to rely on a monthly check of at least $250. The annuity will enable 
us to legally secure the Alaska longevity bonus program at a relatively low 
cost to the state. By the year 2010, Senate Bill 8 will have cost the state 
$577.3 million less than the longevity bonus program in its current form. The 
annuity approach was overwhelmingly approved by Alaskan voters in I986.

I urge favorable consideration of this request. The longevity bonus program 
was started in I972, before the big oil years. In an era of declining oil 
revenues, it is appropriate to put the program into a form that provides 
stability and reassurance to Alaskans.



Longevity Bonus Costs 
(M illions)

Cost of Cost of
Cost of Recipients H. JUD.

Fiscal Current Age 65 Prior Cost of Substitute
Year Program to 1/1/1994 § 0  8 fo r SB 8
1993 67.2 67.2 67.2 67.2
1994 70.9 67.5 70.8 70.8
1995 . 74.5 64.4 73.5 73.5

-.1996 77.9 61.5 75.5 75.5
1997 80.9 58.8 76.7 76.8
1998 84.1 56.1 77.3 77.6
1999 ' 87.2 53.5 77.2 77.6
2000 90.5 51.1 76.3 77.0
2001 93.5 48.7 74.4 75.3
2002 96.7 46.5 71.6 72.8
2003 100.0 44.3 ' 67.6 69.4
2004 103.4 42.3 62.4 64.7
2005 107.0 40.3 55.9 . 58.9
200P 111.4 38.4 47.8 51.7
2007 1*6.5 36.7 37.8 42.8
2008 U 2 .7 35.0 35.0 35.0
2009 128.4 33.4 33.4 33.4
2010 133.6 31.9 31.9 31.9

2011-2026 3032.9 152.0 152.0 ' 152.0

To ta l* 4779.3 1029.6 1264.3 1283.9

•T o ta l fo r cu rre n t p ro g ram  is ju s t th rough 2026. 
The p rog ram  con tin u e s .
O the r p rogam  cos ts te rm in a te in 2026.

Implied age distribution and mortality rates from the 
Alaska Department o f Labor and the Alaska. 
Department of Adm in istration.

Maximum age fo r recipents is 98
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THIS WAS THE BALLOT QUESTION NOVEMBER, 1986. 

THE VOTE WAS: 99 ,222  FOR; 65 ,789  AGAINST.

Ballot Language For 
Advisory Vote on Longevity 

Bonus Annuity Program

The Fourteenth Alaska State Legislature considered two alternatives to the present 
longevity bonus program. Both were adopted into law, but neither will take effect 
unless the legislature chooses one of them. The legislature has asked for an advisory 
vote of the public on the annuity option which fs 'described below.

Tne annuity option provides that every individual, who reaches age 65 by January 1, 
1988, including those already receiving the bonus, would receive a longevity bonus 
payment of S250 per month. In addition, a person under age 65 on January 1, 1988, 
could participate in an optional annuity program by depositing all or part of his or 
her permanent fund dividends in an account held by the state. Upon reaching age 65, 
a person would receive a monthly payment in an amount determined by how much 
was contributed to the account The annuity payments would be supplemented with 
declining longevity bonus payments paid for with general funds until the annuity 
accounts were large enough to provide monthly payments of S250 a month.

The second option provides that every individual who is 65 years old by January 1, 
1988, including those already receiving the bonus, will receive a longevity bonus 
payment of S250 per month, but that anybody younger than age 65 by January 1, 
1988, would not be eligible for benefits.

Should the legislature adopt the annuity option?

YES ( ) NO ( )

A d v iso ry  Vote on  L o n g e v i t y  
B o n u s  A n n u i t y  P r o g r a m



D O C U M E N T S  W H I C H  H A V E  N O T  B E E N  

F I L M E D  B U T  A R E  A V A I L A B L E  I N  T H E  

O R I G I N A L  F I L E  I N C L U D E :




