


M E M O R A N D U M S t a t e  o f  A l a s k a
D e p a r t m e n t  o f  L a w

t o .  N a n c y  B e a r  U s e r a OATE M a r c h  1 0 ,  1 9 9 3

C o m m i s s i o n e r

D e p a r t m e n t  o f  A d m i n i s t r a t i o n F IL E  HO 2 2 3 - 9 3 - 0 3 3 5

TEL  HO 4 6 5 - 3 6 0 0

SU BJEC T . C o n s t i t u t i o n a l i t y  i 

p h a s e - o u t  p r o v i s i o n s  o f  

H B  8 1  a n d  S B  5 8

p r o m : J o h n  B .  G a g u i n e

A s s i s t a n t  A t t o r n e y  G e n e r a l  

G o v e r n m e n t a l  A f f a i r s  -  J u n e a u

W e  s e n t  y o u  a  m e m o r a n d u m  r e c e n t l y  e x p r e s s i n g  o u r  o p i n i o n  t h a t  

t h e  p r o v i s i o n s  o f  H B  8 1  a n d  S B  5 8  a b o l i s h i n g  t h e  l o n g e v i t y  b o n u s  

b u t  " g r a n d f a t h e r i n g "  i n  t h o s e  v / h o  w o u l d  t u r n  6 5  b e f o r e  J a n u a r y  1 ,  

1 9 9 7  w o u l d  n o t  v i o l a t e  t h e  e q u a l  p r o t e c t i o n  c l a u s e s  o f  t h e  s t a t e  o r  

f e d e r a l  c o n s t i t u t i o n s .  Y o u  h a v e  n o w  a s k e d  w h e t h e r - t h e r e  a r e  

c o n s t i t u t i o n a l  p r o b l e m s  w i t h  t h e  d i f f e r i n g  a m o u n t s  g i v e n  t o  t h e  

" g r a n d f a t h e r e d "  p e r s o n s . 1

W e  b e l i e v e  t h a t  t h e s e  p r o v i s i o n s  w o u l d  b e  c o n s t i t u t i o n a l  f o r  

t h e  s a m e  r e a s o n  a s  t h e  w h o l e  " g r a n d f a t h e r i n g "  s c h e m e  w o u l d  b e .  T h e  

f a r t h e r  a  p e r s o n  i s  f r o m  a g e  6 5  -  r e t i r e m e n t  a g e  f o r  m a n y  p e o p l e ,  

a n d  t h e  a g e  a t  w h i c h  s o c i a l  s e c u r i t y  b e n e f i t s  b e g i n  -  t h e  l o n g e r  

t h e  p e r s o n  h a s  t o  a d j u s t  h i s  o r  h e r  r e t i r e m e n t  p l a n s .  T h u s  i n  o u r  

o p i n i o n  a  c o u r t  w o u l d  f i n d  t h a t  t h e  l e g i s l a t u r e  c o u l d  p e r m i s s i b l y  

c o n c l u d e  t h a t  a  p e r s o n  t u r n i n g  6 5  i n  1 9 9 6  w o u l d  s u f f e r  l e s s  

h a r d s h i p  f r o m  a  r e d u c e d  l o n g e v i t y  b o n u s  t h a n  w o u l d  a  p e r s o n  t u r n i n g  

6 5  i n  1 9 9 4 ,  a n d  a c c o r d i n g l y  t h e  c o u r t  w o u l d  u p h o l d  t h e  l e g i s l a t i v e  

d e c i s i o n  t o  r e d u c e  t h e  b o n u s  t o  a  g r e a t e r  d e g r e e  f o r  t h e  f o r m e r  

s e n i o r  t h a n  f o r  t h e  l a t t e r .

I f  w e  c a n  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  l e t  u s  k n o w .

c c :  R o b e r l e y  W a l d r o n  

E i l e e n  P l a t e

1 A s  w e  n o t e d  i n  o u r  i n i t i a l ,  m e m o r a n d u m ,  t h o s e  t u r n i n g  6 5  b e f o r e

t h e  s t a r t  o f  1 9 9 4  w o u l d  r e c e i v e  $ 2 5 0  a  m o n t h  f o r  l i f e ;  t h o s e

t u r n i n g  6 5  i n  1 9 9 4 ,  $ 2 0 0 ;  t h o s e  t u r n i n g  6 5  i n  1 9 9 5 ,  $ 1 5 0 ;  a n d  t h o s e

t u r n i n g  6 5  i n  1 9 9 6 ,  $ 1 0 0 .
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S e n a t e  B i l l  5 0  

S e c t i o n a l  A n a l y s i s

P r o v i d e s  f o r  p h a s e  o u 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 .

S p e c i f i c a l l y :

a . A l l  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  a n d  p e r s o n s  

r e a c h i n g  a g e  6 5  b e f o r e  J a n u a r y  1 ,  1 9 9 4 ,  w o u l d  

r e c e i v e  t h e  c u r r e n t  $ 2 5 0  p e r  m o n t h  b o n u s  p a y m e n t .

b .  P e r s o n s  r e a c h i n g  a g e  6 5  d u r i n g  c a l e n d a r  y e a r  1 9 9 4  

w o u l d  r e c e i v e  $ 2 0 0  p e r  m o n t h .

c .  P e r s o n s  r e a c h i n g  a g e  6 5  d u r i n g  c a l e n d a r  y e a r  1 9 9 5  

w o u l d  r e c e i v e  $ 1 5 0  p e r  m o n t h .

d . P e rso n s  re a c h in g  age 65 d u rin g  c a le n d a r  y e a r  1996 
would r e c e iv e  7-100 p e r  m onth.

U n d e r  c u r r e n t  l a w ,  a l l  p e r s o n s  6 5  o r  o l d e r  a r e  e l i g i b l e

t o  r e c e i v e  a  $ 2 5 0  p e r  m o n t h  b o n u s  p a y m e n t .

P r o v i d e s  t h a t  p e r s o n s  m u s t  b e  6 5  b e f o r e  J a n u a r y  1 ,  1 9 9 7 ,

t o  r e c e i v e  a  b o n u s  p a y m e n t .  P e r s o n s  t u r n i n g  6 5  a f t e r

t h a t  t . i m e  w o u ^ d  n o t  b e  e l i g i b l e .
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M E M O R A N D U M S t a t e  o f  A l a s k a
N a n c y  B e a r  U s e r a  

C o m m i s s i o n e r

D e p a r t m e n t  o f  A d m i n i s t r a t i o n F IL E  N O :

D e p a r t m e n t  o f  L a w

M a r c h  5 ,  1 9 9 3  

6 6 3 - 9 3 - 0 3 3 5

TEL . N O : 4 6 5 - 3 6 0 0

SU B JEC T C o n s t i t u t i o n a l i t y  o f  

" g r a n d f a t h e r i n g "  i n

c u r r e n t  l o n g e v i t y  b o n u s

J o h n  B  . G a g u i n e

r e c i p i e n t s  a n d  t h o s e  

w h o  w i l l  s o o n  t u r n  6 5

A s s i s t a n t  A t t o r n e y  G e n e r a l  

G o v e r n m e n t a l  A f f a i r s  -  J u n e a u

Y o u  h a v e  a s k e d  f o r  a n  o p i n i o n  a s  t o  t h e  c o n s t i t u t i o n a l i t y  o f  

t h e  " g r a n d f a t h e r "  p r o v i s i o n s  o f  H B  8 1  a n d  S B  5 8 .  T h e s e  i d e n t i c a l  

b i l l s ,  b o t h  i n t r o d u c e d  b y  t h e  r e s p e c t i v e  r u l e s  c o m m i t t e e  o n  b e h a l f  

o f  t h e  g o v e r n o r ,  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  f o r  p e o p l e  w h o  t u r n  

6 5  o n  o r  a f t e r  J a n u a r y  1 ,  1 9 9 7 .  H o w e v e r ,  t h e y  c o n t a i n

" g r a n d f a t h e r "  p r o v i s i o n s  t h a t  a l l o w  p e r s o n s  t u r n i n g  6 5  b y  t h e  e n d  

o f  t h i s  y e a r  t o  k e e p  r e c e i v i n g  $ 2 5 0  a  m o n t h  f o r  t h e  r e s t  o f  t h e i r  

l i v e s ;  p e r s o n s  t u r n i n g  6 5  i n  1 9 9 4  t o  k e e p  r e c e i v i n g  $ 2 0 0  a  m o n t h  

f o r  t h e  r e s t  o f  t h e i r  l i v e s ;  p e r s o n s  t u r n i n g  6 5  i n  1 9 9 5  t o  k e e p  

r e c e i v i n g  $ 1 5 0  a  m o n t h  f o r  t h e  r e s t  o f  t h e i r  l i v e s ;  a n d  p e r s o n s  

t u r n i n g  6 5  i n  1 9 9 6  t o  k e e p  r e c e i v i n g  $ 1 0 0  a  m o n t h  f o r  t h e  r e s t  o f  

t h e i r  l i v e s .

T h e  q u e s t i o n  t h a t  t h e s e  b i l l s  r a i s e  i s  w h e t h e r  t h e  

" g r a n d f a t h e r "  p r o v i s i o n s  v i o l a t e  t h e  e q u a l  p r o t e c t i o n  c l a u s e  o f  t h e  

A l a s k a  c o n s t i t u t i o n ,  a r t i c l e  I ,  s e c t i o n  l . 1 W h i l e  v / e  c a n n o t  g i v e  

y o u  a  c e r t a i n  a n s w e r  t o  t h i s  q u e s t i o n ,  w e  b e l i e v e  s t r o n g l y  t h a t  a  

c o u r t  w o u l d  n o t  o v e r t u r n  t h e  " g r a n d f a t h e r "  p r o v i s i o n s  i f  e i t h e r  

b i l l  i s  e n t i t l e d  i n t o  l a w  a n d  t h e  p r o v i s i o n s  w e r e  c h a l l e n g e d .

E q u a l  p r o t e c t i o n  a n a l y s i s  i n  A l a s k a  u s e s  a  " s l i d i n g  s c a l e "  

a p p r o a c h .  W h e n  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  i m p a i r s  a n

i n d i v i d u a l ' s  i n t e r e s t ,  t h e  c o u r t  f i r s t  l o o k s  a t  t h e  w e i g h t  o f  t h e  

t h a t  i n t e r e s t .  T h e  c o u r t  t h e n  e x a m i n e s  t h e  l e g i t i m a c y  o f  t h e  

l e g i s l a t i v e  p u r p o s e  i n  e n a c t i n g  t h e  c l a s s i f i c a t i o n . F i n a l l y ,  i f

t h e  c o u r t  f i n d s  t h a t  t h e  i n t e r e s t  i s  l e g i t i m a t e ,  i t  e x a m i n e s  t h e  

" c l o s e n e s s  o f  t h e  f i t "  b e t w e e n  t h e  c l a s s i f i c a t i o n  a n d  t h e  p u r p o s e .  

I f  t h e  i n d i v i d u a l ' s  i n t e r e s t  i s  n o t  e s p e c i a l l y  w e i g h t y ,  a  l e s s -  

t h a n - p e r f e c t  f i t  w i l l  b e  t o l e r a t e d .  R o s e  v .  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 , 6 4 7  P . 2 d  1 5 4 ,  1 5 8 - 6 0  ( A l a s k a  1 9 8 2 ) .

1 I f  t h e  p r o v i s i o n s  p a s s  c o n s t i t u t i o n a l  m u s t e r  u n d e r  t h e  A l a s k a  

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

p r o t e c t i o n  c l a u s e ,  p a r t  o f  t h e  F o u r t e e n t h  A m e n d m e n t ,  b e c a u s e  t h e  

f e d e r a l  c l a u s e  h a s  b e e n  c o n s t r u e d  a s  m o r e  d e f e r e n t i a l  t o  

l e g i s l a t i v e  e n a c t m e n t s  t n a n  t h e  s t a t e  c l a u s e .  R o s e  v .  C o m m e r i c 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 , 6 4 7  P . 2 d  1 5 4 ,  1 5 8  ( A l a s k a  1 9 8 2 ) .

moo?
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N a n c y  B e a r  U s e r a  

C o m m i s s i o n e r

M a r c h  5 ,  1 9 9 3  

P a g e  2

O u r  F i l e :  6 6 3 - 9 3 - 0 3 3 5

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  h e l d  t h a t  a n  i n d i v i d u a l ' s  

i n t e r e s t  i n  r e c e i v i n g  g o v e r n m e n t  b e n e f i t s  i s  a t  t h e  b o t t o m  o f  t h e  

s l i d i n g  s c a l e .  S t a t e  v .  A n t h o n y . 8 1 0  P . 2 d  1 5 5  ( A l a s k a  1 9 9 1 )  

( p e r m a n e n t  f u n d  d i v i d e n d ) ;  S o n n e m a n  v .  K n i g h t . 7 9 0  P . 2 d  7 0 2  ( A l a s k a

1 9 9 0 )  ( u n e m p l o y m e n t  c o m p e n s a t i o n  b e n e f i t s ) .  T h e  G o v e r n o r ' s  

i n t r o d u c t i o n  l e t t e r  f o r  b o t h  b i l l s  e x p l a i n s  t h e  p u r p o s e  o f  t h e  

" g r a n d f a t h e r "  p r o v i s i o n s :  t o  p r o t e c t  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  

r e a c h i n g  a g e  6 5  i n  t h e  n e x t  f o u r  y e a r s ,  b e c a u s e  m a n y  o f  t h e m  h a v e  

c o u n t e d  o n  t h e  b o n u s  i n  p l a n n i n g  f o r  r e t i r e m e n t ,  a n d  a n  a b r u p t  

t e r m i n a t i o n  o f  t h e  p r o g r a m  w o u l d  c a u s e  h a r d s h i p .  A c t i n g  t o  p r e v e n t  

s u c h  h a r d s h i p  i s  o b v i o u s l y  a  l e g i t i m a t e  l e g i s l a t i v e  p u r p o s e .  

F i n a l l y ,  t h e r e  i s  a  s u b s t a n t i a l  r e l a t i o n s h i p  b e t w e e n  t h e  p u r p o s e  o f  

t h e  " g r a n d f a t h e r "  p r o v i s i o n s  a n d  t h o s e  p r o v i s i o n s -  b y  

" g r a n d f a t h e r i n g "  i n  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  s o o n  t o  t u r n  6 5 ,  

h a r d s h i p  i s  p r e v e n t e d .  T h e  f i t  i s  n o t  p e r f e c t : t h e r e  a r e  o b v i o u s l y  

s o m e  c u r r e n t  w e a l t h y  r e c i p i e n t s  w h o  w o u l d  s u f f e r  n o  h a r d s h i p  i f  

t h e i r  b o n u s  w a s  t e r m i n a t e d ,  a n d  s o m e  p e r s o n s  i n  t h e i r  f i f t i e s  w h o  

h a v e  m a d e  r e t i r e m e n t  p l a n s  r e l y i n g  o n  t h e  b o n u s .  B u t ,  a s  n o t e d ,  

w h e n  t h e  i n d i v i d u a l ' s  i n t e r e s t  i s  a t  t h e  b o t t o m  o f  t h e  s l i d i n g  

s c a l e ,  t h e  f i t  d o e s  n o t  h a v e  t o  b e  p e r f e c t .  T h e r e  i s  h e r e  a  

s u f f i c i e n t l 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 h a t  w e  a r e  c o n f i d e n t  a  c o u r t  

w o u l d  n o t  i n v a l i d a t e  t h e  " g r a n d f a t h e r "  p r o v i s i o n s .

O u r  r e s e a r c h  h a s  n o t  d i s c l o s e d  a n y  A l a s k a  c a s e s  c o n c e r n i n g  t h e  

c o n s t i t u t i o n a l i t y  o f  " g r a n d f a t h e r "  p r o v i s i o n s .  H o w e v e r ,  o t h e r  

j u r i s d i c t i o n s  h a v e  u p h e l d  s u c h  p r o v i s i o n s ,  w h e n  t h e r e  w a s  a  r e a s o n  

f o r  t h e m .  I n  C i t y  o i  N e w  O r l e a n s  v .  D u k e s . 4 2 7  U . S .  2 9 7  ( 1 9 7 6 ) ,

t h e  U . S .  S u p r e m e  C o u r t  u p h e l d  a  N e w  O r l e a n s  o r d i n a n c e  b a n n i n g  

p u s h c a r t  f o o d  s a l e s  i n  t h e  F r e n c h  Q u a r t e r  b u t  a l l o w i n g  p u s h c a r t  

v e n d o r s  w h o  h a d  o p e r a t e d  i n  t h e  Q u a r t e r  f o r  e i g h t  y e a r s  t o  c o n t i n u e  

o p e r a t i n g .  E v e n  t h o u g h  o n l y  t w o  v e n d o r s  q u a l i f i e d  u n d e r  t h i s  

" g r a n d f a t h e r "  p r o v i s i o n ,  t h e  C o u r t  u p h e l d  t h e  o r d i n a n c e ,  f i n d i n g  i t  

t o  b e  a  p e r m i s s i b l e  e c o n o m i c  r e g u l a t i o n  " a i m e d  a t  e n h a n c i n g  t h e  

v i t a l  r o l e  o f  t h e  F r e n c h  Q u a r t e r ' s  t o u r i s t - o r i e n t e d  c h a r m  i n  t h e  

e c o n o m y  o f  N e w  O r l e a n s . "  I d . a t  3 0 3 .  D u k e s  h a s  b e e n  w i d e l y  

f o l l o w e d  b y  s t a t e  a n d  f e d e r a l  c o u r t s .

F o r  t h e  a b o v e  r e a s o n s  w e  b e l i e v e  t h a t  i f  H B  8 3  o r  S B  5 8  w e r e  

e n a c t e d  i n t o  l a w ,  a n d  a  c o u r t  w e r e  p r e s e n t e d  w i t h  a  c l a i m  t h a t  t h e  

" g r a n d f a t h e r "  p r o v i s i o n s  o f  t h e  e n a c t m e n t  v i o l a t e  t h e  e q u a l  

p r o t e c t i o n  c l a u s e  o f  t h e  A l a s k a  c o n s t i t u t i o n ,  t h e  c o u r t  w o u l d  

r e j e c t  t h e  c h a l l e n g e  a n d  u p h o l d  t h e  " g r a n d f a t h e r "  p r o v i s i o n .

I f  w e  c a n  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  l e t  u s  k n o w .

c c :  R o b e r l e y  W a l d r o n  

\ / E i l e e n  P l a t e



GOVERNOR’S PROPOSAL 
LONGEVITY BONUS PHASE OUT 

TALKING POINTS

Phase out program

~  Grandfathering all current recipients

~  End new enrollment with those who turn 65 before January 1, 1997

~  Reduce payment for new cligibles over r;ext tliree years (94 — $20(); 95 -  $150; 96 -  $100)

Origin o f  program

~  Established in 1972 to pay $ 100/month to those over age 65 w ho lived in Alaska prior to 

statehood (January 3, 1959)

~  Intended to provide for Alaskans who helped build our state but didn't have red: tent

income to stay in Alaska

Program changes

~  Vest case (1984) eliminated original residency requirements 

~  Changes focus o f  program and made it open ended

~  Monthly bonus increased from $ 100 to $250

Program growth and costs

~  1973 4 ,753 recipients $346 ,100  annual cost

~  1983 9,731 recipients $27.5 million annual cost

~  1986 15,763 recipients $44 million annual cost

~  1993 23,000 recipients $66  million annual cost

~  2000  31,000 recipients $93 million annual cost

~  W e've spent $88 million more than we would if the program had been phased out in 1986.

~  Each ye;»r phase out is delayed, the total (aggregate thiv ,h end) cost o f  the program

increases over $100 m illion.

Changes for today's seniors

Alaska's life style and cost o f  living are now comparable to other states 

~  More traditional employment opportunities have employer-based pensions 

Social Security benefits have increased 

~  Medical assistance programs arc now  available 

ERISA protection for pensions is now provided
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~  The Pemianent Fund Dividend program was initiated

~  Senior citizen tax relief is available

~  Free and/or subsidized private and governmental services are available for all senior citizens

OAC grant programs which fund a variety o f community based senior services have been

initiated

Annuity programs

~  After six years o f  trying, the issue has still not been resolved.

~  Government-operated annuity program will require new expenditures and new

administrative programs 

~  The new direct deposit feature for the PFD allows recipients to self-direct dividends to an

account o f  their choice 

~  Annuity cocept requires large poo! o f participants to ensure financial viability

The less affluent will be able to invest little or none o f their PFD

Time to act

Current year is a window o f  opportunity to assure grandfathering o f existing recipients 

Ability to provide any transition time is becoming more difficult 

~  Pressure to terminate all non-needs based benefits is growing



ALASKA LONGEVITY BONUS 
-PHASE OUT

Questions and-Answcrs

1. Whom vww the Longevity Bonus intended to serve?

In 1972 tl»e Legislature established the Longevity Bonus Program  to serve 
seniors who were 25 year residents and lived in Alaska prior to statehood.

2. What was the purpose of the Longevity Bonus Program?

"The soJe purpose of this chapter is to offer  an incentive to continue
uninterrupted residency in the state." Chapter 205 SLA 1972

3. What changes have occurred since the creation of the Longevity Bonus Program in 1972
that reduce the need for the program?

The need for future seniors to rely on the Longevity Bonus has been 
mitigated by a number of programs/protections that were not available when 
the Longevity Bonus was created.

Alaska's life style and cost of living are now comparable to other 
stales
More traditional employment opportunities have employer-based 
pensions
Social Security benefits have increased 
Medical assistance programs are now available 
ERISA protection for pensions is now provided 
The Permanent Fund Dividend program was initiated 
Senior citizen tax relief is available
Free and/or subsidized private and governmental services are  available 
for all senior citizens
OAC grant programs which fund a variety of community-based senior 
services have been initiated

In addition, elimination of the 25 year residency and requirement to be in 
Alaska before January 3, 1959, (Statehood) has drastically enlarged the 
group the program was designed to served.

4. Why phase out the Longevity Bonus program ?

The state budget cannot sustain the projected growth of this program. 
Current recipients who are dependent on the Longevity Bonus are in 
jeopardy of eventually losing the benefit if growth is not curtailed. 
Projections indicate the program will exceed $100,000,000 in the year 
2002.

5 . Why end eligibility with those who are now age 62 ?

This provides those with reasonable expectations of receiving the bonus 
some financial support from the Longevity Bonus. It . rovides adequate 
notice to others who have time for planning that the Longevity Bonus will 
no longer be available.
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8.

11.

Isn't a three year phase oat short notice?

Alaskans have been on notice that the Longevity Bonus was not likely to 
continue since 1986 when the legislature began considering proposals to 
phase out the program. Therefore, with the proposed three-year phase out, 
Alaskans will have known for over ten years that it was not likely that the 
program  could be sustained indefinitely.

Will phase out of the Longevity Bonus adversely affect the Alaska economy/

No. The phase out will be gradual over 41 years so the effect will not be 
significant. With necessary budget reductions, the funds otherwise spent 
on the Longevity Bonus will be shifted to other priorities.

In 1986 there was an advisory vote to end the Longevity Bonus and. create an annuity 
program. Why doesn't this proposal contain an annuity plan?

Economic conditions, investment options, and available technology have 
changed during the ensuing 7 years. The annuity plan calls for creation of a 
new government program at a time when it is necessary to downsize 
government operations. Additionally, Alaskans can now self-direct 
investment of their PFD to any number of options through direct deposit.

Under other proposals that inchule an annuity plan, will seniors lye guaranteed payment of 
$250 per month when they reach age 65?

Absolutely not. They will receive payments based only upon how much 
money they actually deposited in the program. The size of monthly 
payments will depend on the amount of annual investment; number of 
years in the program; and rate of interest earned. Those who did not invest 
any portion of their PFD will receive nothing.

10. What costs has the state incurred by not ending the Longevity Bonus in 1986?

The state has spent over $88 million more than it would have if the growth 
had been held to the $44 million budget of 1986. Today, the program 
serves 23,000 recipients and adds an additional $5 million to the budget 
annually .

Why will this approach to phasing out the Longevity Bonus program work when others 
have failed?
This plan is simple. It is a single issue, not tied to development of new 
and financially complex programs. It is not dependent on uncertainties of 
the financial markets. It is sensitive to people’s needs. It recognizes the 
special role of Senior Alaskans. It simply makes sense.
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GOVERNOR'S PROPOSAL 
LONGEVITY BONUS PHASE OUT

The original Longevity Bonus legislation stated, "The sole purpose of this chapter is to 
offer and provide ... an incentive to continue unintemipted residency in the state." (Ch. 
205, SLA 1972) We propose to phase out the Longevity Bonus Program because:

~ Other incentives are now offered that enhance the living conditions of seniors
- Alaska's life style and cost of living are now comparable to other states
- More traditional employment opportunities have employer based pensions
- Social Security benefits have increased
- Medical assistance programs tire now available
- ERISA protection for pensions is now available
- The Permanent Fund Dividend program was initiated
- Senior citizen tax relief is available
- Free and/or subsidized private and governmental services are available for all senior 

citizens
- OAC grant programs which fund \ variety of community based services have been 

initiated
~ 25 year residency requirement was struck down, negating the original intent of the 

program
~ It is serving all those who were at least 45 years old when it was passed 
~ Bonus amount has increased from $100 to $250 and will need further adjustment to 

keep pace with inflation 
~ Combination of the increased Bonus and more recipients due to shorter residency has 

made the program too costly 
~ Limited state resources should be focused on those less able to help themselves 
~ Alaskans generally agree it's time to phase out the current program

Key Provisions of Proposal

Terms 3-year phase out
$200, $150, $100
Grandfather all current recipients

Cost Declines rapidly after 1996
Set formula allows for accurate budgeting

Administration No new administrative cost 
Program ends by 2040

Investment Options for 
Permanent Fund Dividend (PFD)

Self-directed through direct deposit instructions on 
PFD application

Effect on Alaska's Seniors Proposal easily understood
Current recipients continue bonus at $250
Provides for a reasonable transition
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L O N G E V I T Y  B O N U S  P H A S E  O U T  P R O P O S A L S  
C O M P A R I S O N  C H A R T

TERMS

COST

ADMINISTRATION

INVESTMENT OPTIONS FOR 
PERMANENT FUND DIVIDENDS (PFD)

EFFECT ON AI-ASKA'S SENIORS

GOVERNOR'S PROPOSAL

- 3 year phase oul 
-S200, $150,5100
- Grandfather all current recipients

- Declines rapidly artcr 1996
- Set formula allows for accurate 
budgeting

- No new administrative costs 
Program ends by 2040

"  dir through direct deposit 
j i i  PFD application

- Proposal easily understood
- Current recipients continue at level 
they started
- Provides for a reasonable transition
- Fo'cs resources for other senior needs

SENATE BILL 6

- Estimated 15 year phase out
- Bonus declines based on variable 
factors
- Grandfatlicr all current recipients

- Declines gradually
- Declines dependent on PFD and 
investment income
- Additional administrative costs
- Variable nature makes budgeting 
difficult

- New administrative system to 
determine annual payments within die 
longevity bonus program
- create new government managed and 
administered annuity investment 
program
- Longevity Bonus administration ends 
2040
- New annuity administration open 
crxLd

- Creates complex slate operated 
annuity program as option for 
investing PFD
- May not have sufficient participation 
to sustain financial viability

- Complex to understand
- Annual bonus dependent on PFD and 
investment income
- Dedicates more general funds to non- 
needs based senior program



Funds Spent on Senior Programs
F Y  '93 unless ol/icrwisc noled 

P ro g ra m  S ta te  F e d e r a l T o ta l

Dept, of A dm inistration 
Lorueviiy Bonus 
Pioneer Homes 
Older Alaskans Commission

64.811.700
30,432,500

6.053.500 6,486,900

64.811,700
30,432.500
12,523,400

TOTAL DEPT. 101,297,700 6,486,900 107,767,600

DepL o f Health & Social Services 
Supplemental Security Income 
Longevity Bonus Hold Harmless 
Adult Public Assistance (for aged)
Food Stamps for elderly 
Medicaid home health care 
Medicaid nursing homes 
Skilled nursing 
Intermediate nursing

General Relief Medical (Nursing Homes) 
Medicaid Permanent Fund (Hold Harmless)

2,194,500
14,600,000

227,800

2,677,100
16,385.400

253,900
2,621,200

3.580.580

165,600*
227,000

2.677.100
16,385.400

3,580,580
2,194,500

14,600,000
165,600*
455,600

5.354.200 
32,770,800

253,900
2.621.200

TOTAL DEPT. 38,959,900 23,035,680 61,996380

Dept, of C om m unity & Regional A ffairs 
Homeowners Properly Tax Exemption 
Renters Equivalency Rebate 
Job Training Partnership Act

2,838.800 
820,000

185.125

2,838,800
820,000
185,125

TOTAL DEPT. 3,658,800 185,125 3,843,925

Dept, of C om m erce an d  Econom ic Development 
Alaska Housing Finance Corporation 

Senior Housing Development 
Senior Housing Revolving Loan Program

141,100 141,100 
Up toS30 million in bonds available from A11FC

TOTAL DEPT. 141,100 141,100

T O T A L  A L L  D E P A R T M E N T S 144,057,500 29 ,707 ,625 173,765,125

Total number of seniors age 60+ = 35,266. Average benefit |>cr senior =  S4,927.00.

* Estimated figure based on percentage of seniors served

A’ntr: AII funding levels ore for FY 93 authorized, except for Medicaid and Job Training Partnership Act, which arc /• I' 92 
actual.

Additional State Benefits-Rcvcnucs Ixtst Additional Municipal llrncfits-Kcvcnuis Ixtst

Dept of Transportation, fetiy f.ires: S5-10.SIX) Municipal Tax littein) (ion SS.A5-1.353*

DepL of Public.Safety, vehicle registration: Kstimated 5300,000. 

University ot Alaska, tuition waiver: S230.267 estimated

•Tlte above inlonnalion tlocs not include tiuinicipal ictvjccs ot discounts for 
seniors. Municipalitiesalsoofienoffer sales tax exemptions,discounted lius fares 
an t similar programs.

IVpt of Tislt and Game: waivers ot limning, napping, and fishing licenses 
(avenge cost: SI0.60): S27,y>(t

Total additional State Iviiclits -  S I,0 9K /> ? ./ . Average sennit benefit S31.15.

Total tiumbct ol seniots a 

lotal averagek’ticlit S.1

•c (*0» icvt

10

nucs lo^t 58,-̂  34.35.1



GOVERNOR’S PROPOSAL 
LONGEVITY BONUS PROGRAM 

PHASE OUT 
SUMMARY OF INTENT

The Alaska Longevity Bonus Program was established in 1972 to pay $100 per month as a "bonus" to 
those over age 65 who had lived in Alaska for 25 years and were here at the time of statehood. This was a 
finite, self liquidating group. The purpose of the program was to "offer and provide.... an incentive to 
continue interrupted residency in the state." (Ch. 205, SLA 1972) Were the original criteria still in place, 
those eligible to enroll in die program in 1996 would have been 28 years old at the lime of statehood.

At the end of 1973 the program liad 4,753 recipients and an annual cost of $346,100. The program grew at 
a steady rate up through 1983 when there were 9,731 recipients and an annual budget of $27,586,750. The 
$100 monthly bonus was increased in 1976, 1978, 1981, and 1982 to its current level of $250 per month. 
Current projections suggest die annual cost of the ALB will exceed $90 million in the year 2000 and will 
pass die $100 million ma.lc in 2002.

In 1984, die Supreme Court found die residency rules unconsdtutional in the Vest ease. By die end of 
1986 die Longevity Bonus Program had 15,763 recipients widi an annual budget of $44,105,500. 
Compared to 1983, dial represented a 62% increase in recipients and a 60% increase in budgcL More 
important, die Vest ease changed the group being served from a finite, self liquidating group (65 years old, 
25 years in state, ..ere at lime of statehood) to a continually growing group (anyone age 65 with one year 
residency). Beyond the change in die size of die group, the basic purpose of the Longevity Bonus Program 
changed. It was no longer a program to provide an incentive to long term Alaskans who helped build our 
state prior to statehood.

During die years since the creation of the Longevity Bonus, d ere have been several changes dial liavc 
improved the economic condition of Alaskan seniors. Th rcdcral government passed the Employee 
Retirement Income Security Act (ERISA) in 1976, Individual Retirement Accounts (IRAs) became widely 
available, Senior Cidzcn Property Tax Relief was enacted. projierty values increased, The Permanent Fund 
Dividend was established, Slate income taxes were repealed, and Social Security incomes steadily increased. 
As a group, those reaching age 65 today, have had the advantage of the economic growth of die past 20 
years and are more economically stable than any previous group of seniors.

This proposal protects those who planned dieir retirement around the Longevity Bonus Program. They will 
l>c able to depend on it for the rest of die time, dicy remain in Alaska. The three year transition period 
before new enrollment is ended allows those close to retirement to receive the Longevity Bonus. It gives 
future, retirees time to make other plans for retirement income. 'Iliis proposal does not provide for creating 
a government operated annuity plan. For those who wish to invest their Permanent Fund Dividend to 
provide for future retirement income, today dicy o r  ' > by directing the Permanent Fund Dividend
Division to send the PFD to a private annuity pla •' mVcstment of their choice. Iliis  can be 
accomplished through direct deposit instructions o. ' : application. This preserves the investment
concept without creadng a new bureaucracy to implc. isutancc type program.

This proposal returns die Longevity Bonus Program to its original goal -- assisting a finite group who may 
not have remained in Alaska in retiremctlL without this assistance.
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Longevity Bonus Program 
Alternative Funding Proposals

F i s c a l C u r r e n t

P r o j e c t e d  C o s t
S e n a t e  B i l l  5 8  

a n d
Y e a r P r o g r a m S e n a t e  B i l l  6 H o u s e  B i l l  8 1

1 9 9 4 6 9 . 6 6 9 . 6 6 9 . 1
1 9 9 5 7 4 .8 7 4 .7 7 0 . 8
1 9 9 6 7 8 . 2 7 7 . 5 7 1 . 1
1 9 9 7 8 1 . 2 7 9 . 5 6 9 . 9
1 9 9 3 8 4 .4 8 1 . 1 6 6 . 9
1 9 9 9 8 7 . 5 8 2 . 0 6 3 . 9
2 0 0 0 9 0 . 8 8 2 . 3 6 0 . 9
2 0 0 1 9 3 . 9 8 1 . 4 5 7 . 7
2 0 0 2 9 7 . 1 7 9 . 7 5 4 . 7
2 0 0 3 1 0 0 . 4 7 6 . 9 5 1 . 6
2 0 0 4 1 0 3 . 8 7 2 . 9 4 8 . 5
2 0 0 5 1 0 7 . 5 6 7 . 7 4 5 .4
2 0 0 6 1 1 1 . 9 6 1 . 0 4 2 . 2
2 0 0 7 1 1 6 . 9 5 2 . 7 3 9 . 1
2 0 0 8 1 2 3 . 1 4 2 .3 3 6 . 0
2 0 0 9 1 2 8 . 9 2 9 . 3 3 3 . 0
2 0 1 0 1 3 4 . 1 2 5 . 0 3 0 . 1

C u m u l a t i v e  C o s t s  T h r o u g h  2 0 1 0

1 , 6 3 4 . 1 _____________ U 3 5 . 6   9 1 0 . 9 |

P r o j e c t e d  N u m b e r  o f  P a r t i c i p a n t s
S e n a t e  B i l l  5 8

C u r r e n t  a n d
P r o g r a m S e n a t e  B i ll  6 H o u s e  B i l l  8 1

2 4 , 0 5 9 2 4 , 0 5 9 2 4 , 0 5 9
2 5 , 8 6 4 2 5 , 8 6 4 2 5 , 8 6 4
2 7 , 0 2 1 2 7 , 0 2 1 2 7 , 0 2 1
2 8 , 0 8 1 2 8 , 0 8 1 2 6 , 5 8 1
2 9 , 1 8 8 2 9 , 1 8 6 2 5 , 5 2 5
3 0 . 2 6 6 3 0 , 2 6 6 2 4 ,4 4 4
3 1 , 4 0 8 3 1 , 4 0 8 2 3 , 3 8 5
3 2 , 4 5 6 3 2 , 4 5 6 2 2 , 2 7 2
3 3 , 5 5 7 3 3 , 5 5 7 2 1 , 1 8 1
3 4 , 7 0 4 3 4 .7 0 4 2 0 , 0 8 7
3 5 , 8 8 0 3 5 , 8 8 0 1 0 , 9 5 0
3 7 , 1 5 3 3 7 , 1 5 3 1 7 , 8 1 4
3 8 , 6 7 5 3 8 , 6 7 5 1 6 , 6 6 6
4 0 , 4 2 8 4 0 ,4 2 8 1 5 , 5 1 2
4 2 , 5 7 2 4 2 , 5 7 2 1 4 , 3 6 7
4 4 , 5 5 9 4 4 ,5 5 9 1 3 , 2 3 9
4 6 , 3 7 6 4 6 , 3 7 6 1 2 , 1 3 6

A l l  d o l l a r s  i n  m i l l i o n s
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Longevity Bonus Fiscal Note

C urren t Program Proposed Phase-Out Difference

N um ber N u m lx r
CM

N um ber
Annual
Savings

of Annual of Annual of to the
FY P artic ip an ts Cost fL'i P artic ip an ts Cost P artic ip an ts State

1994 24,059 69.6 24,059 69.1 i1 0 (0.5)
1995 25,864 74.8 !' 25,864 70.8 !'Wj] 0 (4.0)
1996 27,021 78.2 ,'i t 27,021 71.1 ' V 1• lil' 0 (7.1)
1997 28,081 81.2 26,581 69.9 - i (1,500) (11.3)
199S 29,188 84.4 25,525 66.9 (3,663) (17.5)
1999 30,266 87,5 24,444 63.9 (5,822) (23.6)

Cost in Millions of Dollars

E x p la n a t io n : 1. For purposes o f  consis tency, we have used L e g is la tive  Research figures fo r ihe 'N u m b e r o f  Partic ipants ’ and 'A nnua l Cost' fo r

the C urrent P rogram  and Ihe Proposed Phase-Out.

Note : There is an add itiona l fisca l note associated w ith  th is p roposal fo r  the adm in is tra tion  

com ponent, fo r S i 1,625 fo r com pu te r m od ifica tions .

r . o v i , n c i i : , x i i 5 I’a«c2 2/2/03 <1:50 PM
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