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7 .  f u n d  che A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  t h r o u g h  a 
" p a y  as y o u  g o "  s o c i a l  s e c u r i t y  s y s t e m ,  f u n d e d  by 
a p p r o x i m a t e l y  25% o f  t h e  e x i s t i n g  p e r m a n e n t  f u n d  
d i v i d e n d  d i s t r i b u t i o n s ;

8.  r e p l a c i n g  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  w i t h  a 
c o m p r e h e n s i v e  h e a l t h  i n s u r a n c e  p r o g r a m  f o r  e l d e r l y  
A l a s k a n s ;

9.  c o n d i t i o n  e l i g i b i l i t y  f o r  a l o n g e v i t y  b o n u s  u p o n  a 
d e m o n s t r a t i o n  o f  h a r d s h i p  w h i c h  w o u l d  be  s u f f e r e d  by 
b e i n g  u n a b l e  t o  c o n t i n u e  A l a s k a  r e s i d e n c y ;  and

1 0 .  o p e n  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r - '  t o  a l l  
o n e - y e a r  r e s i d e n t s ,  and t e r m i n a t e  t h e  p r o g r a m  g i v i n g  
FY 1 9 8 4  r e c i p i e n t s  a g r a n d f a t h e r  r i g h t  t o  c o n t i n u e d  
b o n u s e s .

1 1.  CONSTRAINTS ON THE CHOICE OF OPTIONS

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

p a c k a g e  o f  a me n d m e n t s  t o  t h e  A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m .

T h e  p u r p o s e  o f  t h i s  - s e c t i o n  i s  t o  p r o v i d e  an o v e r v i e w  o f  t h e  

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

c o m m i t t e e ' s  d e c i s i o n .

A . C o n s t i t u t i o n a l  C o n s t r a i n t s .

T h e  o b v i o u s  and p r i m a r y  c o n s t r a i n t  on a n y  s e t  o f  

a me n dme n t s  t o  che A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m  l i e s  i n  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  U n i t e d  S t a t e s  (Amendment-  1 4 )  and 

A l a s k a  ( A r t .  1,  §1)  c o n s t i t u t  I o n s . T h e  e x i s t i n g  A l a s k a

L o n g e v i t y  B o n u s  P r o g r a m  d i s c r i m i n a t e s  b e t w e e n  ’ A l a s k a  r e s i d e n t s  

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

a l t e r n a t i v e s  c o n s i d e r e d  by t h i s  r e p o r t  i n v o l v e  some d u r a t i o n a l  

r e s i d e n c y  r e q u i r e m e n t .
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U n d e r  b o t h  t h e  f e d e r a l  and A l a s k a  c o n s t i t u t i o n s ,  a 

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

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

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

c o m p e l l i n g  s t a t e  i n t e r e s t .  Z o b e l  1 1 , 619  P . 2d a t  4 4 8 ;  M e m o r i a l

H o s p i t a l  v .  M a r i c o p a  C o u n t y , 415  U . S .  2 5 0 ,  259 ( 1 9 7 4 ) .

" F u n d a m e n t a l  r i g h t s "  i n v o l v e  s u c h  t h i n g s  as v o t i n g ,  w h i l e

o 9
" b a s i c  n e c e s s i t i e s  o f  l i f e "  i n c l u d e  b a s i c  m e d i c a l  c a r e  aud 

w e l f a r e . 2 ^

Th e  so c a l l e d  " r i g h t  t o  t r a v e l "  - -  w h i c h  a n y  d u r a t i o n a l  

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

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

t e s t .  Z o b e l  I I , 619 P-*2d a t  4 2 5 - 4 2 6 ,  Z o b e l  I I I , 72 L . Ed.. 2nd a t  

6 7 7 - 6 7 8 . 29

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

n o t  a " b a s i c  n e c e s s i t y  o f  l i f e . "  Th e  p r o g r a m  i s  n o t  w e l f a r e  - -  

i t  i s  n o t  b a s e d  on n e e d .  B a s i c  i n d i g e n t  a s s i s t a n c e  - -  i n c l u d i n g  

b o t h  i n c o m e  s u p p l e m e n t s  and M e d i c a i d  - -  a r e  a v a i l a b l e  t o  t h e

26 Dunn v .  B l u m s t e i n ,  4 0 5  U . S .  330  ( 1 9 7 2 ) .

2 7 M e m o r i a l  H o s p i t a l  v .  M a r i c o p a  C o u n t y ,  4 1 5  U . S .  4 5 3  ( 1 9 7 4 ) .

2 8 s h a p i r o  v .  T h o m p s o n ,  394 U . S .  618 ( 1 9 6 9 ) .

2 ^ 0 n e  o f  t h e  o d d i t i e s  o f  J u s t i c e  B r e n n a n ' s  c o n c u r r e n c e  i n
Z o b e l  I I I  was h i s  v i e w  t h a t  t h e  " r i g h t  t o  t r a v e l "  i s  a
" f  j n d a m e n t a l "  r i g h t  ( i d .  a t  6 8 2 )  - -  a l t h o u g h  i m p a i r m e n t  o f  t h a t
r i g h t  by  a d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  s h o u l d  be t e s t e d  u n d e r  
t h e  d e f e r e n t i a l  " r a t i o n a l l y  r e l a t e d "  s t a n d a r d  ( s e e  t e x t ,  p o s t )  o r  
a t  w o r s t  " i n t e n s i f i e d  . . .  s c r u t i n y . "  _Id_. a t  6 8 1 .
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n e e d y  i n  t h i s  s t a t e .  T h e  l o n g e v i t y  b o n u s  p r o g r a m  seems mor e 

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

C o u r t  h e l d  i n  Z o b e l  I I  was n o t  a " b a s i c  n e c e s s i t y  o f  l i f e . "  619 

P . 2d a t  4 4 5 .  As t h e  C o u r t  o f  A p p e a l s  f o r  t h e  N i n t h  C i r c u i t  has  

o b s e r v e d :

" D e p r i v a t i o n s  w h i c h  a r e  o n l y  u n c o m f o r t a b l e  a r e  n o t  
e n o u g . . ,  s u c h  as c o n d i t i o n i n g  l o w e r  t u i t i o n  a t  
s t a t e  i n s t i t u t i o n s  o f  h i g h e r  e d u c a t i o n  upon a 
o n e - y e a r  r e s i d e n c y  r e q u i r e m e n t . "  F i s h e r  v .  
R e i s e r , 610 F . 2 d  6 2 9 ,  639 n .  5 ( 1 9  /9)",  c e r t .
d e n i e d  447 US 9 3 0 .

U n d e r  t h e  f e d e r a l  c o n s t i t u t i o n ,  t h e n ,  a n y  d u r a t i o n a l  

r e s i d e n c y  r e q u i r e m e n t  i m p o s e d  by ame n dmen t s  t o  t h e  ALB p r o g r a m  

n e e d  o n l y  be " r a t i o n a l l y  r e l a t e d "  t o  a l e g i t i m a t e  g o v e r n m e n t a l  

p u r p o s e . Z o b e l  I I I , >2 L . E d .  2nd a t  6 7 8 .  As t h i s  s e c t i o n  w i l l  

d i s c u s s ,  h o w e v e r ,  t h a t  s t a n d a r d  i s  o c c a s i o n a l l y  mo r e  d e f e r e n t i a l  

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

C o n v e r s e l y ,  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 ,  a d u r a t i o n a l  

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

" f a i r l y  and s u b s t a n t i a l l y  r e l a t e d "  t o  a l e g i t i m a t e  g o v e r n m e n t a l  

p u r p o s e .  Z o b e l  I , 619 P . 2d a t  4 2 7 .  The mor e t h e  b a l a n c e  t i p s

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

d i s c r i m i n a t i o n  m u s t  be i n  o r d e r  t o  f u r t h e r  t h e  l a w ' s  p u r p o s e .  I d .

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

e x t r a c t e d  f r o m  a p p l i c a b l e  c a s e  l a w :

30

3C>See M e m o r i a l  H o s p i t a l  v .  M a r i c o p a  C o u n t y , 4 1 5  U . S .  a t  261
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1 .  U n q u e s t i o n a b l y ,  t h e  " l e n g t h  o f  r e s i d e n c e  may be 

u s e d  t o  t e s t  t h e  b o n a  f i d e s  o f  c i t i z e n s h i p . "  Z o b e l  I I I , 72 

L . E d .  2d a t  684 ( B r e n n a n  c o n c . ) .  I n  o t h e r  w o r d s ,  t h e  s t a t e  may,  

by a d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t ,  "make v i r t u a l l y  c e r t a i n  

( t h a t  t h e  r e c i p i e n t s  o f  t h e  p r o g r a m  a r e )  bona f i d e  r e s i d e n t s  o f  

t h e  s t a t e  . . . "  V l a n d i s  v .  K l i n e , 4 1 2  U . S .  4 4 1 ,  4 5 3 - 4 5 4  ( 1 9 7 3 ) .

As a g e n e r a l  r u l e ,  a t t o r n e y s  h a v e  a s s u me d  t h a t  i n  c a s e s  

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

o n e - y e a r  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  i s  p e r m i s s i b l e  as a 

p r e s u m p t i o n  o f  d o m i c i l i a r y .  S e e , S t a r n s  v .  M a l k e r s o n , F .  S u p p .  

3 2 6 ,  234 ( M i n n .  1 9 7 0 ) ,  a f  f  d . mem. 401 U . S .  985 ( 1 9 7 1 ) .

M o r e o v e r ,  t h e  S t a t e  o f  A l a s k a  h a s  t a k e n  t h e  p o s i t i o n  t h a t ,  i n  

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

p a r t i c u l a r l y  t r a n s i e n t  p o p u l a t i o n s ,  a d u r a t i o n a l  r e s i d e n c y  

r e q u i r e m e n t  i n  e x c e s s  o f  one y e a r  i s  c o n s t i t u t i o n a l l y  

p e r m i s s i b l e .  See M o t i o n  F o r  Summary J u d g m e n t ,  S e p t e m b e r  8,  

1 9 8 2 ,  A n d r e s s  v .  B a x t e r , e t  a l . ,  No.  A 8 2 - 3 0 7  C i v i l ,  U . S .  

D i s t r i c t  C o u r t ,  ( D .  A l a s k a  1 9 8 2 ) .

F o r  t h e  p u r p o s e s  o f  t h e  L o n g e v i t y  Bonus  P r o g r a m ,  t h e r e  

a r e  t h r e e  r e a s o n s  why i t  makes l i t t l e  s e n s e  t o  a t t e m p t  a 

m u l t i - y e a r  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  as a p r e s u m p t i o n  o f  

d o m i c i l a r y .  F i r s t ,  t h e  a t t e m p t  w o u l d  l a c k  s u b s t a n t i a l



p r e c e d e n t i a l  s u p p o r t .  S e c o n d ,  i t  w o u l d  be c o n t r a r y  t o  t h e  

A u g u s t  9,  19 8 2  s e t t l e m e n t  i n  t h e  Ves  t  c a s e .  F i n a l l y ,  and as

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

b e g i n  t o  e x c l u d e  s i g n i f i c a n t  n u m b e r s  o f  e l d e r l y  A l a s k a n s  u n l e s s  

i t  was i n  e x c e s s  o f  10 y e a r s .

2.  D u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t s  may be

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

a l t h o u g h  a t  l e a s t  f o u r  j u s t i c e s  o f  t h e  U n i t e d  S t a t e s  Su p r e me  

C o u r t  b e l i e v e  t h a t  t h o s e  s i t u a t i o n s  a r e  " r a r e . "  Z o b e l  I I I , 72 

L . E d .  2nd a t  6 8 4 .

A t  t h e  o u t s e t ,  a s t a t e  c a n n o t  u s e  a l e n g t h l v  d u r a t i o n a l  

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

p r i o r  c o n t r i b u t i o n s  t o  t h e  s t a t e .  To a m a j o r i t y  o f  t h e  c o u r t ,  

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

r e q u i r e m e n t  i s  i r r a t i o n a l l y  t a i l o r e d  t o  t h a t  g o a l  - -  a p o i n t  

b l u n t l y  made by J u s t i c e  O ' C o n n o r  i n  h e r  c o n c u r r e n c e :

"A m u l t i t u d e  o f  n a t i v e  A l a s k a n s  - -  i n c l u d i n g
c h i l d r e n  and p a u p e r s  - -  may h a v e  f a i l e d  t o  
c o n t r i b u t e  t o  t h e  s t a t e  i n  t h e  p a s t .  Y e t  t h e
s t a t e  d o e s  n o t  d o ck  p a u p e r s  f o r  t h e i r  p r i o r  
f a i l u r e s  t o  c o n t r i b u t e ,  and i t  a w a r d s  e v e r y  p e r s o n  
o v e r  t h e  age o f  18 d i v i d e n d s  e q u a l  t o  t h e  n u mbe r  
o f  v e a r s  t h a t  p e r s o n  h a s  l i v e d  i n  t h e  s t a t e . "  72 
L . E d . 2d a t  6 8 9 .

T h e  f l i p  s i d e  o f  r e w a r d i n g  a p e r s o n  f o r  p r i o r  

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

T h a t ,  as  n o t e d  p r e v i o u s l y ,  i s  a s e c o n d  m a j o r  g o a l  o f  t h e

31()ne " r a r e "  e x a m p l e  c i t e d  by t h e  f o u r  c o n c u r r i n g  j u s t i c e s  
was q u a l i f i c a t i o n  o f  p u b l i c  o f f i c e .  I d .
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e x i s t i n g  ALB p r o g r a m .  I f  i t  i s  i r r a t i o n a l  t o  assume t h a t  a l l
A .

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

e q u a l l y  i r r a t i o n a l  t o  assume t h a t  a l l  l o n g  t i m e  r e s i d e n t s

s u f f e r e d  s u b s t a n t i a l  p a s t  h a r d s h i p .

T h e r e  i s  one u n i v e r s a l  h a r d s h i p  w h i c h  e q u a t e s  w i t h  

t e r r i t o r i a l  r e s i d e n c y  - -  t h e  l a c k  o f  f r a n c h i s e .  I t  i s
#*

c o n c e i v a b l e  t h a t  a L o n g e v i t y  B o n u s  P r o g r a m  i n t e n d e d  t o  

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

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

o n l y  j u s t i f y  t h e  J a n u a r y  3,  1959 r e s i d e n c y  r e q u i r e m e n t  - -  n o t

t h e  2 5 - y e a r  c o n t i n u o u s  r e s i d e n c y  p r o v i s i o n  o f  t h e  a c t .

A much c l o s e r  q u e s t i o n  i s  p o s e d  by t h e  p r o g r a m ' s  g o a l  

o f  a l l o w i n g  e l d e r l y  A l a s k a n s  t o  r e m a i n  i n  t h e  s t a t e  who w o u l d

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

r e q u i r e d  t o  r e l o c a t e .  J u s t i c e s  D i mo n d  and M a t t h e w s  o f  t h e  

A l a s k a  S up r e me  C o u r t  b e l i e v e  t h i s  may be a c o n s t i t u t i o n a l l y  

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

r e s i d e n c y  r e q u i r e m e n t :

. . .  a s t a t e  L o n g e v i t y  Bonus  . . .  r e a u i r e ( s )  
l e n g t h y  r e s i d e n c y .  B o t h  t h o s e  p r o g r a m s ,  h o w e v e r ,  
a r e  a p p a r e n t l y  d e s i g n e d  t o  h e l p  t h o s e  i n d i v i d u a l s
who w o u l d  l i k e  t o  r e t i r e  i n  t h e  s t a t e  b u t  c a n n o t
a f f o r d  t o  do so b e c a u s e  o f  t h e  h i g h  c o s t  o f
l i v i n g .  Th e  s t a t e  m i g h t  w e l l  w a n t  t o  l i m i t  t h e
b e n e f i t s  t o  t u o s e  t h a t  w o u l d  s u f f e r  t h e  m o s t
h a r d s h i p  by b e i n g  f o r c e d  t o  l e a v e ,  and i t  seems 
r e a s o n a b l e  t o  s u p p o s e  t h a t  a l o n g  p e r i o d  o f
r e s i d e n c y  w o u l d  be some i n d i c i a  o f  c l o s e  t i e s  t o
A l a s k a  and t h e  d i s r u p t i o n  t h a t  l e a v i n g  m i g h t  
c a u s e . "  Z o b e l  1 1 , 619 F . 2 d  a t  469  n .  13 ( D i m o n d
d i s s e n t i n g ) .
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P i o n e e r s '  Home may be c o n s t i t u t i o n a l l y  d e f e n s i b l e  as a

32
r e a s o n a b l e  means o f  a c c o m p l i s h i n g  p r e c i s e l y  t h i s  g o a l .  

I n d e e d ,  one o p t i o n  c o n s i d e r e d  i n  t h i s  r e p o r t  w o u l d  award

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

w h i c h  i n  t u r n  w o u l d  be m e a s u r e d  _in p a r t  by  l e n g t h  o f  

r e s i d e n c e .  By m a k i n g  l e n g t h  o f  r e s i d e n c y  " s o me  i n d i c i a "  ( 6 1 9  

P . 2d a t  4 6 9 )  o f  t h e  h a r d s h i p  o f  r e l o c a t i o n ,  t h e  o p t i o n  w o u l d

a v o i d  t h e  i n d i c t m e n t  o f  o v e r b r e a d t h  w h i c h  was f a t a l  t o  t h e  

p e r m a n e n t  d i v i d e n d  f u n d  d i s t r i b u t i o n  p r o g r a m  i n  Z o b e l  I I I .

F i n a l l y ,  as t o  t h e  ALB p L u g r a m ' s  g o a l  o f  p r o v i d i n g  an 

i n c e n t i v e  f o r  a s p e c i f i c  s u b c l a s s  o f  A l a s k a ' s  e l d e r l y  t o  r e m a i n

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

p u r p o s e  as m e r e l y  d i s c r i m i n a t i o n  f o r  i t s  own s a k e .  See Z o b e l  

I I I , 72 L . E d .  2nd a t  6 7 8 - 6 7 9 .  P r e s u m i n g  t h a t  o n l y  l o n g - t i m e  

r e s i d e n t s  h a v e  t h e  r e q u i s i t e  " w i s d o m  and e x p e r i e n c e "  t o  w a r r a n t  

s u b s i d i z a t i o n  i s  h a r d l y  l i k e l y  t o  i m p r e s s  t h e  U . S .  S u p r e m e  C o u r t .

B . V a r y i n g  G o a l s  o f  S e v e r a l  L o n g e v i t y  B on u s  O p t i o n s .

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

an amended ALB p r o g r a m  s h o u l d  a c c o m p l i s h .  As n o t e d  p r e v i o u s l y ,  

t h e  l e g i s l a t u r e  may w i s h  t o  r e t a i n  o n e  o f  t h e  m a j o r  g o a l s  o f  t h e  

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

t o  A l a s k a  t o  c o n t i n u e  t o  l i v e  h e r e .

The Department of Law, in fact, has concluded that the

3 2 1 9 8 2  Op.  A t t y .  Ge n .   ( N o v e m b e r  2 6 ,  1 9 8 2 )  a t  2 5 .
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A l t e r n a t i v e l y ,  t h e  f i s c a l  c o n s e q u e n c e s  o f  t h e  v a r i o u s  

a l t e r n a t i v e s  may be t h e  p r i m a r y  c o n s i d e r a t i o n .  As p r e v i o u s l y  

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

i s  e n a c t e d ,  an a d d i t i o n a l  $11  m i l l i o n  m u s t  be a p p r o p r i a t e d  as 

r e t r o a c t i v e  b o n u s  p a y m e n t s  t o  J u l y  1,  1 9 8 2 .  S e v e r a l  o f  t h e

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

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

p r i m a r i l y  d i r e c t e d  a t  t h i s  e n d .

T h e  p r i m a r y  g o a l  o f  t h e  l e g i s l a t i o n  may a l s o  be t o  

p r o t e c t  t h o s e  c u r r e n t l y  m o s t  d e p e n d e n t  u p o n  t h e  b o n u s .  The 

c u r r e n t  O l d  Age A s s i s t a n c e  i n c o m e  l e v e l  i s  $ 3 4 6 . 0 0  p e r  m o n t h  and 

t h e r e  a r e  a p p r o x i m a t e l y  2 , 3 0 0  e l d e r l y  A l a s k a n s  r e c e i v i n g  s t a t e  

a s s i s t a n c e .  S i n c e  th,e l o n g e v i t y  b o n u s  i s  n o t  i n c l u d e d  i n  t h e  

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

c o n s e q u e n c e  o f  a p h a s e  o u t  o r  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  

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

e l d e r l y  A l a s k a n s .  M o r e o v e r ,  as n o t e d  i n  S e c t i o n  1 ( B ) ,  a n t e , 

t h e r e  a r e  a l a r g e  n u mbe r  o f  e l d e r l y  A l a s k a n s  who a r e  c u r r e n t l y  

o n l y  m a r g i n a l l y  a b o v e  t h e  e x i s t i n g  s t a t e  p o v e r t y  l e v e l .

T h e r e  a r e  t wo  o p t i o n s  p a r t i c u l a r l y  s e n s i t i v e  t o  t h i s  

g o a l  - -  t h e  p h a s e  o u t  o f  t h e  ALB p r o g r a m  i n  c o n j u n c t i o n  w i t h  a 

c o r r e l a t i v e  r i s e  i n  s t a t e  a s s i s t a n c e  l e v e l s ,  and t h e  o p t i o n  o f  

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

r e l o c a t i o n .



W i t h  r e s p e c t  t o  t h i s  g o a l ,  h o w e v e r ,  i t  s h o u l d  be 

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

s t u r c t u r e d  so as t o  n o t  be a " w e l f a r e  p r o g r a m . "  P r e c i s e l y  f o r  

t h a t  r e a s o n ,  t h e  p r o g r a m  i s  a d m i n i s t e r e d  by  t h e  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 ,  r a t h e r  t h a n  t h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  

S e r v i c e s ,  and a n y  c o n v e r s i o n  t o  a " n e e d - b a s e d "  p r o g r a m  w i l l  

u n d o u b t e d l y  c f f e n d  t h e  d i g n i t y  o f  many e l d e r l y  A l a s k a n s .

F i n a l l y ,  t h e r e  i s  t h e  p o s s i b l e  g o a l  o f  p r o v i d i n g  a l o n g  

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

i n c r e a s i n g  c o m m i t m e n t s .  T he a n n u i t y  and s t a t e  s o c i a l  s e c u r i t y  

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

C . C o n s e q u e n t i a l  E f f e c t s  o f  Anv Amendment  To The

L o n g e v i t y  B o n u s  P r o g r a m .

Any c h a n g e  t o  t h e  L o n g e v i t y  Bonus  P r o g r a m  may h a v e  two 

c o n s e q u e n c e s  w h i c h  m u s t  be c o n s i d e r e d :  ( 1 )  t h e  c o n t i n u e d

e l i g i b i l i t y  o f  ALB r e c i p i e n t s  f o r  o t h e '  s t a t e  o r  f e d e r a l  

a s s i s t a n c e  p r o g r a m s ;  and ( 2 )  t a x  c o n s e q u e n c e s  on p a r t i c i p a n t s .

As n o t e d  i n  S e c t i o n  1 ( A ) ,  a n t e , u n d e r  f e d e r a l  l a w  t h e

ALB i s  e x c l u d e d  f r o m  t h e  d e f i n i t i o n  o f  " i n c o m e "  f o r  many f e d e r a l

7 3
a s s i s t a n c e  p u r p o s e s .  As l o n g  as a n y  a me n d m e n t s  t o  t h e  ALB 

p r o g r a m  c o n t i n u e  t o  b a s e  e l i g i b i l i t y  " s o l e l y  on a t t a i n m e n t  o f  

a g e  65 and d u r a t i o n  o f  r e s i d e n c y , "  and r e m a i n  s u f f i c i e n t l y  

s i m i l a r  t o  t h e  e x i s t i n g  p r o g r a m  so as t o  be f a i r l y  c a l l e d  " a  

p r o g r a m  e s t a b l i s h e d  p r i o r  t o  J u l y  1,  1 3 7 3 , "  t h e  e x e m p t i o n  w o u l d

be r e t a i n e d .

3 3 s e e  n .  8,  a n t e .
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O b v i o u s l y ,  a n y  m a t e r i a l  c h a n g e s  i n  e l i g i b i l i t y

r e q u i r e m e n t s  o r  s t r u c t u r e  o f  t h e  p r o g r a m  r a i s e  t h e  r i s k  t h a t  t h e

new b e n e f i t  w i l l  be i n c l u d e d  as " i n c o m e , "  and many e l d e r l y

A l a s k a n s  w i l l  be t e r m i n a t e d  f r o m  t h e  a p p l i c a b l e  f e d e r a l

p r o g r a m .  T h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s  has

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

e x c l u s i o n .  T h o s e  e s t i m a t e s  a p p e a r  a t  A p p e n d i x  B o f  t h i s  r e p o r t .

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

d i v i d e n d s ,  t h e  l e g i s l a t u r e ,  i n  t h e  19 8 2  S p e c i a l  S e s s i o n ,

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

3 A
p e r i o d  o f  f o u r  m o n t h s .  O b v i o u s l y ,  and t o  t h e  e x t e n t

p o s s i b l e ,  a n y  a me n d m e n t s  t o  t h e  ALB p r o g r a m  s h o u l d  e i t h e r  be

t a i l o r e d  t o  t h e  e x i - s t i n g  e x c e p t i o n ,  o r  f a l l  w i t h i n  a n o t h e r

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

35
p a y m e n t .

The t a x  c o n s e q u e n c e s  o f  a me n d m e n t s  t o  t h e  e x i s t i n g  ALL 

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

r e p o r t ' s  a n n u i t y  o p t i o n  - -  w h i c h  i s  t r e a t e d  i n  d e t a i l  i n  S e c t i o n  

I I I  ( F ) , p o s t . A t  t h e  o u t s e t ,  i t  i s  s u f f i c i e n t  t o  n o t e  t h a t :

1.  The e x i s t i n g  l o n g e v i t y  b o n u s  p r o g r a m  i s  t a x e d  u n d e r  
t h e  I n t e r n a l  R e v e n u e  C od e ;

2 .  Any ALB p r o g r a m  w h i c h  i s  b a s e d  on n e e d ,  o r  c o u l d  be
c h a r a c t e r i z e d  as a " s o c i a l  b e n e f i t  p r o g r a m  f o r  t h e
p r o m o t i o n  o f  t h e  g e n e r a l  w e l f a r e , "  w o u l d  i n  a l l  
l i k e l i h o o d  n o t  be t a x e d  by t h e  I R S ;  a n d 3 6

3^AS * 3 . 2 3 . 0 7 5 .

3 5 See 42 U . S . C .  5 1 3 8 2 ( a ) ( b ) ( 6 ) .

3 ^ See I RS R e v e n u e  R u l i n g s ,  6 3 - 1 3 6 ,  1 9 6 3 - 2  C . B .  1 9 ;  6 8 - 3 8  
1 9 6 8 - 1  C . B .  4 4 6 ;  7 2 - 3 4 0 ,  1 9 7 2 - 2  C . B .  3 1 ;  7 8 - 1 7 0 ,  1 9 7 8 - 1  C . B .  2 4 .
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3 .  On F e b r u a r y  2 7 ,  1 9 8 1 ,  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  
r u l e d  t h a t  d i v i d e n d s  d i s t r i b u t e d  u n d e r  t h e  s t a t e ' s  
p r i o r  p e r m a n e n t  d i v i d e n d  f u n d  l e g i s l a t i o n  - -  t h e  
s t a t u t e  i n v a l i d a t e d  i n  Z o b e l _ I I I  - -  we r e  t a x a b l e  u n d e r  
t h e  I n t e r n a l  R.evenue C o d e . - 5' W h i l e  t h e  IR.S h a s  y e t
t o  r u l e  on t h e  e x i s t i n g  d i v i d e n d  p r o g r a m ,  i t  i s  l i k e l y  
t h a t  t a x a t i o n  o f  t h e  p e r m a n e n t  f u n d  d i v i d e n d  c o u l d  be 
d e f e r r e d  i f  i t  i s  u s e d  t o  f u n d  t h e  a n n u i t y  o r  s o c i a l  
s e c u r i t y  o p t i o n s  d i s c u s s e d  i n  t h i s  r e p o r t .

I I I .  DI SCUSSI ON OF ALTERNATI VES

A . E x p a n d i n g  T h e  C l a s s  Of  A l a s k a  L o n g e v i t y  Bonus

R e c i p i e n t s  To I n c l u d e  A l l  E l d e r l y  W i t h  O n e - y e a r ' s

Res i d e n c y .

T h e r e  a r e  c u r r e n t l y  some 9 , 4 2 5  A l a s k a n s  who r e c e i v e  

b o n u s e s  t o t a l l y  $ 2 8 . 2 8  m i l l i o n .  T h i s  p r o p o s a l  w o u l d  r e q u i r e  

a d d i t i o n a l  a p p r o p r i a t i o n s  f o r  ( 1 )  b o n u s e s  f o r  an a d d i t i o n a l  

3 , 8 0 3  p e o p l e ;  and ( 2 )  a d d i t i o n a l  c l e r i c a l  s u p p o r t  i n  t h e

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 .  T h e  a d d i t i o n \ I  c o s t s  w o u l d  t o t a l  

$1 2  m i l l i o n  i n  FY 1 9 8 4 ,  i n c r e a s i n g  t o  $ 1 3 . 7  m i l l i o n  i n  FY 

1 9 8 8 . 38

T h e s e  a p p r o p r i a t i o n s  a r e  i n  a d d i t i o n  t o  t h e  $ 1 1 . 4  

m i l l i o n  r e t r o a c t i v e  a wa r d  r e q u i r e d  u n d e r  t h e  V e s t  s e t t l e m e n t .

The a d v a n t a g e s  o f  t h i s  o p t i o n  a r e  t w o - f o l d .  F i r s t ,  i t  

i s  o n e  o f  t h e  c o n s t i t u t i o n a l l y  " s a f e s t "  o p t i o n s .  S e c o n d ,  s i n c e  

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

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

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

3 7 i r s  I n d e x  N o s .  0 0 6 1 . 4 0 - 0 0 ;  0 4 5 1 . 2 0 . 0 0 ;  0 1 0 2 . 0 0 - 0 0 .

^ 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  d r a f t  f i s c a l  n o t e ,  J a n u a r y  
1 1 ,  1 9 8 3 .
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A d d i t i o n a l l y ,  w h i l e  t h e o r e t i c a l l y  a n y  " o n e - y e a r "

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

d e m o g r a p h i c s  o f  A l a s k a ' s  e l d e r l y  ( s e e  S e c t i o n  1 ( B ) ,  a n t e ) a r e  

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

t h o s e  who h a v e  l i v e d  i n  t h e  s t a t e  f r o m  10 t o  25 y e a r s .  W h e t h e r  

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

a l t e r n a t i v e  w o u l d  d i l u t e  t h e  d i g n i t y  and r e c o g n i t i o n  a t t e n d a n t  

t h e  c u r r e n t  b o n u s  t o  t h e  p o i n t  o f  n o n - r e c o g n i t i o n .

a d m i n i s t r a t i o n  w o u l d  p h a s e  o u t  t h e  ALB P r o g r a m  by r e d u c i n g  

b e n e f i t s  by $ 5 0 . 0 0  e a c h  y e a r  b e g i n n i n g  w i t h  FY 1 9 8 4 .  By p a y i n g  

$ 2 0 0 . 0 0  a mo n t h  t o  1 3 , 2 2 8  r e c i p i e n t s  r a t h e r  t h a n  $ 2 5 0 . 0 0  t o  

9 , 4 2 5 ,  t h e  n e t  i n c r e a s e  t o  t h e  p r o g r a m  i n  FY 19 8 4  w o u l d  be $ 2 . 1  

m i l l i o n .  I n  f i s c a l  y e a r  1 9 8 5 ,  h o w e v e r ,  when t h e  b o n u s  i s  

r e d u c e d  t o  $ 1 5 0 . 0 0 ,  t h e r e  w i l l  be a n e t  d e c r e a s e  o f  $ 8 . 7  m i l l i o n  

i n  p r o g r a m  c o s t s .

a d m i n i s t r a t i o n ,  and a p p a r e n t l y  was p r e p a r e d  o n l y  as a p o i n t  o f  

c o m p a r i s o n .  D e s p i t e  i t s  f i s c a l  b e n e f i t s ,  t h e  p r o p o s a l  p r o t e c t s  

r.o o n e .  The p o o r e s t  o f  A l a s k a ' s  e l d e r l y  w o u l d  s u f f e r  t h e  m o s t .  

S i n c e ,  as  d i s c u s s e d  p r e v i o u s l y ,  A l a s k a  l o n g e v i t y  b o n u s e s  a r e  n o t  

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

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

I n  a d d i t i o n  t o  o b v i o u s  f i s c a l  d i s a d v a n t a g e s ,  t h i s

B . P h a s e  O u t  T h e  E x i s t i n g  L o n g e v i t y  B o n u s  P r o g r a m .

One o f  t h e  o p t i o n s  a n a l y z e d  by t h e  S h c f i i e l d

T h i s  o p t i o n  h a s  been u n f a v o r a b l y  v i e w e d  by t h e
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s u b s i d i z e d  m o n t h l y  i n c o m e  o f  $ 5 4 6  f o r  O l d  Age A s s i s t a n c e ,  p l u s  

$ 2 5 0  f r o m  t h e  ALB p r o g r a m .  T h i s  o p t i o n  w o u l d  t h u s  m a t e r i a l l y  

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

C . P h a s e  O u t  Th e  E x i s t i n g  L o n g e v i t y  B on u s  P r o g r a m  W i t h

A C o n t e m p o r a n e o u s  I n c r e a s e  I n  S t a t e  A s s i s t a n c e  L e v e l s .

T h e  a p p a r e n t  " p r e f e r r e d 1' o p t i o n  o f  many w i t h  t h e  

S h e f f i e l d  a d m i n i s t r a t i o n  i s  t o  g r a d u a l l y  i n c r e a s e  s t a t e  O l d  Age 

A s s i s t a n c e  l e v e l s  w h i l e  a t  t h e  same t i m e  g r a d u a l l y  d e c r e a s i n g  

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

i n  t h e  f o l l o w i n g  m a n n e r :

CHART 1.

YEAR OLD AGE ASSI STANCE LEVEL ALASKA LONGEVI TY BONUS

FY 1 9 8 3  $ 5 4 6  ' $ 2 5 0
FY 19 8 4  $ 5 9 6  $ 2 0 0
FY 1 9 8 5  $ 6 4 6  $ 1 5 0
FY 1 9 3 6  $ 6 9 6  $1.00
FY 19 8 7  $ 7 4 6  $ 50
FY 1 9 8 8  $ 7 9 6  S 0

I n  a n a l y z i n g  t h e  f i s c a l  i m p a c t s  o f  t h i s  a l t e r n a t i v e ,  

a s s u m p t i o n s  m u s t  be made a b o u t  how many e l d e r l y  A l a s k a n s  w i l l  

become e l i g i b l e  f o r  O l d  A.ge A s s i s t a n c e  as t h e  OAA i n c o m e  l e v e l  

i n c r e a s e s ,  and how many o f  t h e  n e w l y  e l i g i b l e  w i l l  be i n c l i n e d  

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

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

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

t h e  " p h a s e  o u t "  o p t i o n .  T h o s e  i m p a c t s  w o u l d  be as f o l l o w s :
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A D D I T I O N A L  COST ( S A V I N G S )  TO THE ALB PROGRAM f i n  m i l l i o n s )

CHART 2 .

F Y  1984 
F Y  1985 
F Y  19 8 6  
F Y 1967 
FY 1 9 8 8

T h e  f i s c a l  i m p a c t  upon 

S o c i a l  S e r v i c e s '  OAA p r o g r a m  

d e t e r m i n e .  T he D e p a r t m e n t  o f  

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

A l a s k a , 

as  t h e  

257c o f  

d u r  i n g

t h e  t r u t h ,  

i n c o m e s  

$ 5 0 0 - $ 8 0 0  

as 3 , 9 6 8  

add i  t  i o n

w h i c h  t h e  new c l i e n t e l e  

and S o c i a l  S e r v i c e s  has  

r e c e i v e  t h e  mean b e n e f i t

2 . 1

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

t h e  D e p a r t m e n t  o f  H e a l t h  and 

i s  f a r  mo r e  d i f f i c u l t  t o  

A d m i n i s t r a t i o n  h a s  u s e d  two 

t h a t  o f  t h e  1 3 , 2 2 8  e l d e r l y  i n  

and a p p l y  f o r  p u b l i c  a s s i s t a n c e  

t o  $ 7 9 6  i n  FY 1 9 8 8 ;  o r  ( 2 )  t h a t  

a p p l y  f o r  a s s i s t a n c e

be c l o s e r  t o  

h a v e  m o n t h l y  

f r o m  

as many

p u b l i c  a s s i s t a n c e  - -  i n  

OAA p r o g r a m .

t h e  s i z e  o f  t h e  b e n e f i t s  

T he D e p a r t m e n t  o f  H e a l t h  

e a c h  new r e c e p i e n t  w i l l  

o r  p r o j e c t e d  f o r

-  (1)

5% w i l l  become e l i g i b l e

i n c o m e  l e ' e l  i s  i n c r e a s e d

t h e  e l d e r l y  w i l l  become e l i g i b l e  and

t h a t  p e r i o d .

We b e l i e v e  t h a t  t h e  257c p o s s i b i l i t y  may

A p p r o x i m a t e l y  307o o f  A l a s k a ' s  e l d e r l y

m a r g i n a l l y  a b o v e  e x i s t i n g  a s s i s t a n c e  l e v e l s  

3 9
p e r  m o n t h .  ' I f  t h o s e  f i g u r e s  a r e  a c c u r a t e ,

w i l l  become e l i g i b l e  f o r  

t o  t h e  2 , 3 0 0  c u r r e n t l y  on t h e  

The s e c o n d  v a r i a b l e  i n v o l v e s

w i l l  r e c e i v e .

assumed t h a t  

c u r r e n t l y  g i v e n

3 9 A s se s s m e n t ,  o n .  c i t . n .  11 a t  31.
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e x i s t i n g  r e c e i p i e n t s  - -  $ 2 9 5  i n  FY 1 9 8 4 .

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

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

( 1 )  Of  t h e  5 , 9 6 3  e l d e r l y  whom c u r r e n t  d a t a  s u g g e s t

c o u l d  be e l i g i b l e  f o r  t h e  i n c r e a s e d  OAA p r o g r a m ,  2 5 0 0  w i l l  i n

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

w i l l  d e c l i n e  t o  a p p l y  f o r  p s y c h o l o g i c a l  r e a s o n s ,  and t h o s e  who 

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

n o t  w o r t h  t h e  b o t h e r ;

( 2 )  B e c a u s e  we h a v e  d i s c o u n t e d  t h o s e  who w i l l  r e c e i v e  

m i n i m a l  b e n e f i t s ,  we h a v e  r e t a i n e d  t h e  " mean b e n e f i t "  a s s u m p t i o n  

e m p l o y e d  b y  t h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s ;  and

( 3 )  T h e  newK r e c i p i e n t s  w i l l  be e v e n l y  d i s t r i b u t e d  o v e r  

e a c h  o f  t h e  f i v e  y e a r s  - -  so t h a t  i n  e a c h  y e a r  an a d d i t i o n a l  500 

r e c i p i e n t s  w i l l  be a d d e d  t o  t h e  OAA p r o g r a m .

A d d i t i o n a l l y ,  p e r s o n s  who become e l i g i b l e  f o r  O l d  Age

A s s i s t a n c e  w i l l  a l s o  become e l i g i b l e  f o r  M e d i c a i d .  Th e  S t a t e ' s  

M e d i c a i d  b u d g e t  f o r  FY 1 9 8 3  i s  $65 m i l l i o n  d o l l a r s .  48% o f  t h a t  

f i g u r e  - -  o r  $ 3 1 . 2  m i l l i o n  - -  i s  p a i d  by  t h e  S t a t e .  Some 23% o f  

t h a t  b u d g e t  - -  o r  $ 7 . 1 7  m i l l i o n  d o l l a r s  - -  i s  a t t r i b u t a b l e  t o  

t h o s e  c u r r e n t l y  on O l d  Age A s s i s t a n c e .  I f  t h e  OAA p o p u l a t i o n  

d o u b l e s  o v e r  t h e  n e x t  f i v e  y e a r s  - -  as  o u r  a s s u m p t i o n s  p r e s u m e  

t h a t  i t  w i l l  - -  t h e r e  w i l l  be an a d d i t i o n a l  c o s t  o f  $ 7 . 1 7  

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

i n  e q u a l  p o r t i o n s  t o  e a c h  o f  t h e  n e x t  f i v e  f i s c a l  y e a r s .
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W i t h  t h e s e  a s s u m p t i o n s ,  t h e  f o l l o w i n g  c h a r t  i l l u s t r a t e s  

t h e  p o s s i b l e  n e t  f i s c a l  i m p a c t  o f  t h i s  o p t i o n :

CHART 3

-------------------I N M I L L I O N S ------------------
Added

Y e a r Add.  
on OAA

Mean B e n e f i t Med i c a  i d  
C o s t s

Added 
ALB C o s t s  
( S a v i n g s )

Net.

FY 1984 500 $ 2 9 5 . 0 2 1 . 4 2 . 1 5 . 2 7
FY 1 9 8 5 1000 3 4 5 . 0 2 2 . 8 ( 8 . 7 ) ( I - 7 6)
FY 1986 1500 3 9 5 . 0 2 4 . 2 ( 1 9 . 2 ) ( 5 . 3 0 )
FY 1 9 8 7 20 0 0 4 4 5 . 0 2 5 . 6 ( 3 0 . 9 ) ( 1 4 . 6 0 )
FY 1 9 8 8 2500 4 9 5 . 0 2 7 . 0 ( 4 4 . 1 ) ( 2 9 . 3 0 )

T h u s ,  e v e n  w i t h  f a i r l y  l i b e r a l  a s s u m p t i o n s  r e ° : a r d i n s* * o  o

t h e  nu mbe r  o f  a d d i t i o n a l  OAA c l i e n t s  and M e d i c a i d  c o s t s ,  t h i s

K
o p t i o n  w i l l  b e g i n  s a v i n g  money i n  FY 1 9 8 5 .

M o r e o v e r ,  f o r  t h o s e  e l d e r l y  i n  t h e  $ 5 0 0  -  800 p e r  m o n t h  

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

a d v a n t a g e s ,  s i n c e  i n c r e a s e d  need b a s e d  a s s i s t a n c e ,  u n l i k e  t h e  

l o n g e v i t y  b o n u s ,  s h o u l d  n o t  be t a x e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  

C o d e .

One o b v i o u s  d i s a d v a n t a g e  o f  t h i s  o p t i o n  i s  t h a t  i t  

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

P e r s o n s  who c u r r e n t l y  ir.. .ce*ye S796 o r  l e s s  p e r  m o n t h  

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

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

t h e  D e p a r t m e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s .
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M o r e o v e r ,  Chose c u r r e n t  e l d e r l y  b o n u s  r e c i p i e n t s  whose 

m o n t h l y  i n c o m e s  ( e x c l u d i n g  t h e  b o n u s )  e x c e e d  $ 7 9 6  p e r  m o n t h  w i l l  

r e c e i v e  no p r o t e c t i o n  u n d e r  t h i s  o p t i o n .

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

by  t h e  c o u r t s  as  i n v o l v i n g  " b a s i c  n e c e s s i t i e s  o f  l i f e "  ( s e e

§ 11C A ) ,  a n t e ) , che d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  f o r

i n c r e a s e d  o l d  age a s s i s t a n c e  m u s t  be d r o p p e d  f r o m  o ne y e a r  t o  30 

A O
d a y s .  Th e  m i n i m u m  n a t i o n a l  o l d  a g e  a s s i s t a n c e  l e v e l  u n d e r

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

s u p p l e m e n t s  - -  i s  $ 2 3 4 . 3 0 / m o . .  A p e r s o n  w i t h  $ 6 0 0  a m o n t h  

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

o l d  age a s s i s t a n c e  ( i n c l u d i n g  M e d i c a i d )  i n  t h a t  s t a t e ,  b u t  c o u l d  

become e l i g i b l e  under-* t h e  A l a s k a  s y s t e m  upon  30 d a y s  r e s i d e n c y .  

W h i l e  t h e  me r e  p r o s p e c t  o f  an a d d i t i o n a l  $ 1 9 6  p e r  m o n t h  ( i n  FY

1 9 8 8 )  i s  u n l i k e ] y  t o  i n d u c e  p e o p l e  t o  r e t i r e  i n  A l a s k a ,  t h e

c o n c o m m i t a n t  p r o v i s i o n  o f  M e d i c a i d  s e r v i c e s  - -  i n c l u d i n g  f u l l  

n u r s i n g  home c o v e r a g e  - -  may h a v e  t h a t  e f f e c t .  I f  a p e r s o n  c a n  

o b t a i n  f r e e  n u r s i n g  home c o v e r a g e  - -  v a l u e d  a t  b e t w e e n  $ 4 0  -

$ 6 0 , 0 0 0  p e r  y e a r  - -  s i m p l y  by s p e n d i n g  t h e  m o n t h  o f  A u g u s t  i n  

A n c h o r a g e ,  t h e  S t a t e  may f a c e  a r a t h e r  r e m a r k a b l e  i n - m i g r a t i o n

p r o b l e m  i n d e e d .

D . R e t a i n i n g  A M o d e s t  L o n g e v i t y  B o n u s ,  W h i l e  P r o v i d i n g

A "Need B a s e d "  S u p p l e m e n t .

T h i s  o p t i o n  i s  l a r g e l y  a v a r i a n t  o f  o p t i o n  C, and h a s  

b e e n  d i s c u s s e d  by t h e  S h e f f i e l d  A d m i n i s t r a t i o n  as a means o f

^ S h a p i r o  v .  T h o m p s o n , 394 U . S .  618  ( 1 9 6 9 ) .
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r e t a i n i n g  some l o n g e v i t y  b o n u s  p a y m e n t  w h i c h  c o u l d  n o t  be 

c o n s i d e r e d  " w e l f a r e , "

U n d e r  t h i s  o p t i o n ,  t h e  l o n g e v i t y  b o n u s ,  as w i t h  O p t i o n  

C, w o u l d  be g r a d u a l l y  r e d u c e d  t o ,  s a y ,  S 1 0 0 . 0 0  p e r  m o n t h .  As 

t h e  f i s c a l  i n f o r m a t i o n  f o r  a l t e r n a t i v e s  B and C s u g g e s t ,  t h i s  

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

p r o g r a m  o f  $ 1 9 . 2  m i l l i o n  by FY 1 9 8 6 .

To c o m p e n s a t e  f o r  t h e  l o s s  o f  S 1 5 0 . 0 0 / m o .  t o  t h e  n e e d y ,  

e i t h e r  S t a t e  OAA l i m i t s  c o u l d  be i n c r e a s e d  by  $ 1 5 0 ,  o r  a 

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

t h e  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 .

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

b a s e d  on " n e e d , "  a p p l i c a n t s  w i l l  n o t  be d e a l i n g  w i t h  t h e  

D e p a r t m e n t  o f  H e a l t h '  and S o c i a l  S e r v i c e s ,  and may v i e w  t h e  

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

s u p p l e m e n t  w i l l  be p r o v i d e d  u n d e r  a p r o g r a m  o t h e r  t h a n  S t a t e  

OAA, i t s  r e c i p i e n t s  w o u l d  n o t  be e n t i t l e d  t o  M e d i c a i d  ( i n c l u d i n g  

n u r s i n g  home c o v e r a g e )  u n l e s s  t h e y  a r e  o t h e r w i s e  e l i g i b l e  f o r  

OAA u n d e r  e x i s t i n g  l i m i t s .

A d d i t i o n a l l y ,  t h e  " n e e d "  i s  n o t  n e c e r s a r i l y  l i m i t e d  t o  

f i n a n c i a l  n e e d .  As t h i s  r e p o r t ' s  d i s c u s s i o n  o f  O p t i o n  I  

i n d i c a t e s ,  l o n g e v i t y  b o n u s e s  may be a p p o r t i o n e d  a c c o r d i n g  t o  t h e  

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

o u t s i d e  A l a s k a .
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T h e  d i s a d v a n t a g e  o l  a s e p a r a t e  " n e e d  b a s e d "  p r o g r a m  i n  

t h e  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  i s ,  o f  c o u r s e ,  t h e  n e c e s s a r y  

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

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

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

i n v o l v e d  - -  t h e  s i z e  o f  t h e  r e m a i n i n g  " b a s i c "  l o n g e v i t y  b o n u s ,  

and t h e  q u e s t i o n  o f  a d m i n i s t r a t i o n .  C o s t s  o f  a d m i n i s t r a t i o n  

a s i d e ,  t h e  n e t  s a v i n g s  t o  t h e  S t a t e  s h o u l d  be s u b s t a n t i a l l y  

s i m i l a r  t o  t h e  FY 1 9 8 6  f i g u r e s  f o r  O p t i o n  C - -  i n  w h i c h  t h e  

d e c l i n i n g  l o n g e v i t y  b o n u s  p a y m e n t  w o u l d  be S 1 0 0 . 0 0  p e r  m o n t h .  

T h e  p r o j e c t e d  n e t  s a v i n g s  o f  $ 5 . 9  m i l l i o n  w o u l d  c e r t a i n l y  e x c e e d  

t h e  c o s t s  o f  e v e n  a p a r a l l e l  b u r e a u c r a c y  w i t h i n  t h e  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 .  *

E . G r a d u a l  I n c r e a s e  I n  T h e  Age Of  E l i g i b i l i t y .

A n o t h e r  o p t i o n  e x p l o r e d  by t h e  A d m i n i s t r a t i o n  w o u l d  

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

y e a r ,  b u t  r a i s e  t h e  e l i g i b i l i t y  age e a c h  f i s c a l  y e a r .  F o r  FY 

1 9 8 4 ,  t h e  age w o u l d  be r a i s e d  t o  6 6 ;  t o  67 i n  FY 1 9 8 5 ;  and so  o n .

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

u n t i l  f i s c a l  y e a r  1 9 8 8 ,  a t  w h i c h  t i m e  m o r t a l i t y  w o u l d  h a v e  

r e d u c e d  t h e  c l a s s  o f  b e n e f i c i a r i e s  b e l o w  e x i s t i n g  l e v e l s .  F o r  

FY 1 9 8 4 ,  t h e  o p t i o n  w o u l d  c o s t  an a d d i t i o n a l  $ 9 . 5  m i l l i o n  

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

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

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

" n e w c o m e r ' s  b o n u s  p r o g r a m . "  A r e c e n t  m i g r a n t  b o r n  p r i o r  t o  J u n e  

3 0 ,  1 9 1 8  w o u l d  r e c e i v e  a l o n g e v i t y  b o n u s  f o r  l i f e ,  w h i l e  a

l o n g - t i m e  A l a s k a n  b o r n  s u b s e q u e n t  t o  t h a t  d a t e  w o u l d  r e c e i v e  

n o t h i n g .

F . S e l f - S u s t a i n i n g  A n n u i t i e s .

Th e  p r i o r  f i v e  o p t i o n s  wer e  d e v e l o p e d  by members o f  t h e  

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

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

o p t i o n s  - -  p a r t i c u l a r l y  t h e  " g r a d u a t e d  a g e "  and " p h a s e  o u t "  

o p t i o n s  - -  w e r e  d e v e l o p e d  mo r e  as c o m p a r a t i v e  c o n v e r s a t i o n  

p i e c e s  t h a n  as a c t u a l  - p r o p o s a l s .

T h e  f o l l o w i n g  f i v e  o p t i o n s  - -  c o m m e n c i n g  w i t h  t h e  

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

r e p o r t .

U n d e r  t h e  s e l f - s u s t a i n i n g  a n n u i t y  o p t i o n ,  i n d i v i d u a l s  

w o u l d  no l o n g e r  r e c e i v e  a p e r m a n e n t  f u n d  d i v i d e n d  u n d e r  

AS 4 3 . 2 3 .  R a t h e r ,  t h o s e  d i v i d e n d s  w o u l d  f o r m  t h e  c o r p u s  o f  a 

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

r e c e i v e  an a n n u i t y  c o m m e n c i n g  a t  t h e  age o f  6 3 .

A c c o r d i n g  t o  D e p a r t m e n t  o f  R e v e n u e  p r o j e c t i o n s ,  t h e  

p e r m a n e n t  f u n d  d i v i d e n d  p a y m e n t  f o r  FY 1984 w i l l  be $ 3 6 5 . 0 0 ,  

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

$ 9 5 2  i n  t h e  y e a r  2 0 0 0 .
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G i v e n  C h i s  l e v e l  o f  c o n t r i b u t i o n  t o  t h e  c o r p u s ,  a 

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

e q u i v a l e n t  t o  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  ( w i t h  a 3 p e r c e n t  

a n n u a l  c o s t  o f  l i v i n g  a d j u s t m e n t )  f o r  t h o s e  who a r e  c u r r e n t l y  40 

y e a r s  o r  y o u n g e r ,  and who w i l l  be r e s i d e n t s  o f  A l a s k a  e a c h  o f  

t h e  n e x t  20 y e a r s .  F o r  v a r i o u s  age g r o u p s ,  t h e  a n n u i t y  

e n t i t l e m e n t s  a t  age 65 as a p e r c e n t a g e  o f  t h e  " t a r g e t "  a n n u i t y  

( S 3 0 0 0 / y r .  p l u s  3% p e r  a n nu m)  w o u l d  be r o u g h l y  as  f o l l o w s :

C u r r e n t  age A n n u i t y  as a %
o f  t a r g e t  a n n u i t y

25 358%
35 161%
40 100%
45 66
35 *  21

O b v i o u s l y ,  some t r a n s i t i o n  m e a s u r e  i s  n e c e s s a r y  f o r  

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

b v  t h e  age o f  65 t o  be e n t i t l e d  t o  t h e  " t a r g e t  a n n u i t y " .  Th e  

g e n e r a l  f u n d ,  s i m p l y  p u t ,  w i l l  be r e q u i r e d  t o  make up t h e  

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

d e c r e a s e  as a n n u i t y  a c c o u n t s  a s s u me  some s i g n i f i c a n c e .

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

s u f f i c e  as a 2 0 - 2 5  y e a r  s h r i n k i n g  g e n e r a l  f u n d  o b l i g a t i o n .  One 

o p t i o n  p a r t i c u l a r l y  t a i l o r e d  t o  t h e  a n n u i t y  a p p r o a c h  w o u l d  be  t o  

a l l o w  t h o s e  who a r e  a t  o r  n e a r  che age o f  65 t o  c o n t i n u e  t o  

r e c e i v e  t h e i r  p e r m a n e n t  f u n d  d i v i d e n d s  i n  c a s h ,  w i t h  t h e  PFD 

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

-34-



t h e  4 0 - 6 0  y e a r  a g e  g r o u p ,  t h e  g e n e r a l  f u n d  w o u l d  s i m p l y  f u n d  t h e  

d i f f e r e n c e  b e t w e e n  t h e i r  a n n u i t y  and t h e  " t a r g e t "  f i g u r e .

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

" r e s i d u a l "  p a y m e n t  w o u l d  be b a s e d  on t h e  a m o u n t  n e c e s s a r y  t o

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

r e c e i v e d  a t j r m a n e n t  f u n d  d i v i d e n d  e v e r y  y e a r .  T h e r e  w o u l d  

s eem,  i n  t h i s  r e g a r d ,  no o b l i g a t i o n  on t h e  p a r t  o f  t h e  s t a t e  t o  

g i v e  a l a r g e r  g e n e r a l  f u n d  s u p p l e m e n t  co s o me o ne  w i t h  t wo  PFD

c r e d i t s  t h a n  t o  s o me o n e  w i t h  15.

T h u s ,  i n  f i s c a l  y e a r  1 9 9 4 ,  when c u r r e n t  5 5 - y e a r  o l d s

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

s u p p l e m e n t a l  o f  79 p e r c e n t  o r  t h e  t a r g e t  a n n u i t y  - -  r e g a r d l e s s  

o f  t h e  a c t u a l  PFD c r e d i t  a n y  i n d i v i d u a l  h a s  a c c r u e d .

T he r e m a i n i n g  q u e s t i o n ,  o b v i o u s l y ,  i s  w h a t  t o  do a b o u t  

t h e  p e r s o n  who i s  c u r r e n t l y  6 5 .  I f  t h a t  i n d i v i d u a l ' s  s u p p l e m e n t  

i s  t-he same i n  1 9 9 4  as a new a n n u i t a n t  - -  79% - -  he w i l l  i n  f a c t  

r e c e i v e  l e s s  t h a n  t h e  new a n n u i t a n t  s i n c e  he w i l l  h a v e  o n l y  h i s  

p e r m a n e n t  d i v i d e n d ,  r a t n e r  t h a n  a 2l7o a n n u i t y ,  t o  make up t h e  

d i f f e r e n c e .  C o n v e r s e l y ,  i f  t h e  g r a n d f a t h e r e d  PFD r e c i p i e n t  

r e c e i v e d  a f u l l  t a r g e t  a n n u i t y  i n  1 9 9 4 ,  he w o u l d  be a t  a 

s u b s t a n t i a l  a d v a n t a g e  o v e r  t h e  new a n n u i t a n t .  Th e  r e a s o n  i s  

t h i s :  w h i l e  t h e  new a n n u i t a n t  h a s  e a r n e d  a s u b s t a n t i a l  p o r t i o n

o f  h i s  t a r g e t  a n n u i t y  by f o r e g o i n g  h i s  c a s h  d i v i d e n d  e a c h  y e a r ,  

t h e  " g r a n d f a t h e r e d "  r e c i p i e n t  h a s  b o t h  e n j o y e d  t h e  d i v i d e n d ,  and 

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

l e g i s l a t u r e .  E i t h e r  a p p r o a c h  i s  d e f e n s i b l e .  W h i l e  t h e  l a t t e r

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

e l d e r l y ,  t h e  A l a s k a  Su p r e me  C o u r t  h a s  r e c o g n i z e d  t h e  l e g i t i m a c y

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

come t o  d e p e n d  upon  an e x i s t i n g  s t a t e  p r o g r a m . ^ "

I n  e i t h e r  c a s e ,  t h e  d i f f i c u l t y  w i t h  t h i s  " t r a n o i t i o n "

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

s u b s t a n t i a l  d r a i n  on t h e  g e n e r a l  f u n d  f o r  2 0 - 2 5  y e a r s  t o  come.

U n d e r  t h e  t r a n s i t i o n  o p t : o n  d e s c r i b e d  a b o v e ,  t h e  FY 1984 b u d g e t

f o r  t h e  ALB p r o g r a m  w o u l d  be i n c r e a s e d  by $6 m i l l i o n  d o l l a r s

/ o
o v e r e x i s t i n g  f u n d i n g  l e v e l s .  “

T h r o u g h  A e t f f a  I n s u r a n c e  C o . ,  we i n v e s t i g a t e d  t h e  

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

t h o s e  c u r r e n t l y  65 o r  o l d e r .  U n f o r t u n a t e l y ,  t h e  c o s t  o f  a 

l i f e t i m e  a n n u i t y  f o r  a l l  A l a s k a n s  65 o r  o l d e r  w o u l d  be

p r o h i b i t i v e  - -  i n  t h e  n e i g h b o r h o o d  o f  $ 3 0 0  t o  $ 4 0 0  m i l l i o n .

F i n a l l y ,  t h e  L e g i s l a t u r e  s h o u l d  c o n s i d e r  u s i n g  t h e  

a d m i n i s t r a t i o n ' s  o p t i o n s  C a n d / o r  D as a t r a n s i t i o n  m e a s u r e .  

T h e  s h o r t  t e r m  f i s c a l  i m p a c t s  o f  t h o s e  o p t i o n s  a r e  s u p e r i o r  t o  

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

^ 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  v .  A p o k e d a k .  606 
P.  2d a t  1 2 5 9 - 6 1 .  ‘----------------------------------------------- '---------------

^ - A s s u m i n g  t h a t  t h e  ALB o f  t h e  " g r a n d f a t h e r e d  c l a s s "  i s  
r e d u c e d  by t h e  $ 3 6 5  p e r m a n e n t  f u n d  d i v i d e n d ,  e a c h  o f  1 3 , 2 2 8  
p e r s o n s  w i l l  r e c e i v e  a p a y m e n t  o f  $ 2 , 6 3 5  t h i s  y e a r  - -  t o t a l i n g  $34 
m i l l i o n  d o l l a r s .
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F o r  a l l  o f  t h e  s h o r t  t e r m  p r o b l e m s  o f  an a n n u i t y  

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

F i r s t ,  i n  a p e r i o d  o f  2 0 - 2 5  y e a r s ,  t h e  g e n e r a l  f u n d  w i l l  no  

l o n g e r  be e n c u m b e r e d  w i t h  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 e c o n d ,  

t h e  e v e n t u a l  s i z e  o f  o n e ' s  a n n u i t y  p a y m e n t s  w o u l d  be a f u n c t i o n  

o f  t h e  nu mbe r  o f  p e r m a n e n t  f u n d  d i v i a e n d  c o n t r i b u t i o n s  t h a t  h a v e  

b e e n  c r e d i t e d  t o  t h e  a n n u i t a n t ' s  a c c o u n t .  We s e r i o u s l y  d o u b t  

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

t h i s  a s p e c t  o f  t h e  p r o g r a m .  An a n n u i t a n t  w i t h  t h r e e  y e a r s

c o n t r i b u t i o n s  c o u l d  no mor e  c l a i m  t h a t  he due an a n n u i t y

b a s e d  on 20 y e a r s  c o n t r i b u t i o n  t h a n  c o u l d  a 1996 r e s i d e n t  c l a i m  

n o t  m e r e l y  t h e  $ 7 8 7  c a s h  d i v i d e n d  a v a i l a b l e  t h a t  y e a r ,  b u t  

r a t h e r  some $ 6 , 0 0 0  w h i c h  h i s  p r e d e c e s s o r s  had amassed by b e i n g

La ^
r e s i d e n t s  o f  A l a s k a  s i n c e  1 9 8 4 .

We b e l i e \ e  t h a t  t h e r e  i s  a s t r o n g  c a s e  f o r  d i s t r i b u t i n g  

a n n u i t i e s  o n l y  t o  p e r s o n s  who a r e  r e s i d e n t s  o f  A l a s k a  a t  t h e

4 3 g e c a u s e  f u t u r e  a n n u i t i e s  a r e  a d i r e c t  f u n c t i o n  o f  a c t u a l  
p a s t  p a y m e n t s  t o  t h e  p r o g r a m ,  t h e  p r o g r a m  d o e s  n o t  " r e w a r d "  
p r e s u m e d  c o n t r i b u t i o n s  b u t  s i m p l y  r e t u r n s  a c t u a l  i n v e s t m e n t s ,  c f .  
Z o b e l  1 , 619 P . 2d a t  4 3 5  ( R a b i n o w i t z  c o n c . )  Nor  i s  t h e  o p t i o n
a k i n  t o  a s i t u a t i o n  w h e r e  p r i o r  t a x  c o n t r i b u t o r s  a r e  e x c u s e d  f r o m  
f u n d i n g  t h e  p r e s e n t  n e e d s  o f  g o v e r n m e n t ,  as w i t h  t h e  t a x  r e p e a l  
sc he me  a t  i s s u e  i n  Z o b e l  I . A t  a n y  p o i n t  i n  t i m e ,  e a c h  A l a s k a n  i s  
t r e a t e d  q u i t e  e q u a l l y  - -  b e i n g  e n t i t l e d  t o  an a n n u i t y  c r e d i t  i f  he 
o r  s h e  r e s i d e d  i n  t h e  s t a t e  f o r  s i x  m o n t h s  d u r i n g  t h e  p e r t i n e n t  
y e a r .
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t i m e .  P a r t i a l l y  f o r  r e a s o n s  d i s c u s s e d  b e l o w ,  no i n d i v i d u a l  w i l l  

h a v e  a " v e s t e d  r i g h t "  t o  an a n n u i t y  i n  t h e  f u t u r e .  A p u r p o s e  o f  

t h e  a n n u i t y  p r o g r a m  w i l l  be t o  a l l e v i a t e  t h e  p a r t i c u l a r

f i n a n c i a l  h a r d s h i p s  c a u s e d  by r e t i r e m e n t  i n  A l a s k a  - -  a p u r p o s e  

w h i c h  we b e l i e v e  i s  c o n s t i t u t i o n a l .  T h i s  g o a l  w o u l d  be s e r v e d  

o n l y  by  c o n f i n i n g  a c t u a l  a n n u i t y  p a y m e n t s  t o  A l a s k a  r e s i d e n t s .

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

c o n f e r r i n g  an e c o n o m i c  b e n e f i t  n o t  upon  t h e  c r e d i t i n g  o f  an 

a n n u i t y  a c c o u n t ,  b u t  r a t h e r  upon  a n n u i t y  d i s t r i b u t i o n ,  t h e  s t a t e  

c e r t a i n l y  p o s s e s s e s  t h e  r i g h t  t o  p r e f e r  i t s  own r e s i d e n t s  i n  t h e  

d i s p o s i t i o n  o f  i t s  r e s o u r c e s . ^

T h e r e  a r e ,  o f  c o u r s e ,  o t h e r  i s s u e s  s u r r o u n d i n g  t h e

a n n u i t y  o p t i o n .  Many* A l a s k a n s  w i l l  u n d o u b t e d l y  w i s h  t o  r e t a i n  

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

A l a s k a n s  w i l l  n o t  b e ,  h o w e v e r ,  t o t a l l y  w i t h o u t  r e c o m p e n s e .  An 

a n n u i t y  a c c o u n t  f o r  y o u n g e r  A l a s k a n s  i n  p a r t i c u l a r  - -  a t  l e a s t  

f o r  t h o s e  p l a n n i n g  t o  s t a y  i n  t h e  s t a t e  - -  w i l l  o ne  d a y  l e a d  t o  

s u b s t a n t i a l  b e n e f i t s .

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

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

and a b i l i t y  t o  d e v o t e  25% o f  p e r m a n e n t  f u n d  e a r n i n g s  t o  t h e

^ ^ R e e v e s , I n c .  v .  S t a t e , 65 L . E d .  2nd 2 4 4 ,  ( 1 9 8 0 ) ;  s e e  a l s o
W h i t e  v .  M a s s a c h u s e t t s  C o u n c i l  o f  C o n s t r u c t i o n  E m p l o y e e s ,  ____
U . S .  , No.  8 1 - 1 0 0 3  ( U . S . S . C t . ,  F e b .  2 8 ,  1 9 8 3 ) ( d i s t i n g u i s h i n g
H i c k l i n  v .  O r b e c k ,  4 3 7  U . S .  518 ( 1 9 7 8 ) .

-38-



a n n u i t y  p r o g r a m .  U n q u e s t i o n a b l y ,  a t  some p o i n t  i n  t i m e ,  a 

m a t e r i a l  p e r c e n t a g e  o f  t h e  p e r m a n e n t  f u n d ' s  e a r n i n g s  w i l l  be 

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

t h a t  w i l l  r e q u i r e  a c c e s s  t o  mor e  t h a n  75% o f  t h e  f u n d ' s  e a r n i n g s  

i s  p r o b l e m a t i c a l .

T h e  t a x  c o n s e q u e n c e s  o f  an a n n u i t y  p r o g r a m  w a r r a n t  

d e t a i l e d  d i s c u s s i o n .  As n o t e d  p r e v i o u s l y ,  t h e  I n t e r n a l  R e v e n u e  

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

t a x a b l e .  C o n v e r s e l y ,  i f  c r e d i t s  t o  an a n n u i t y  a c c o u n t  e q u a l  t o  

t h e  p e r m a n e n t  f u n d  d i v i d e n d  a r e  n o t  t a x  e x e m p t ,  t h e  r e a l

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

o p t i o n  i s  s u b s t a n t i a l l y  l e s s e n e d .

Th e  a n n u i t y  - p r o g r a m  e n v i s i o n e d  by t h i s  r e p o r t  i s  noc 

e m p l o y e r / e m p l o y e e  r e l a ’ t e d ,  and t h e r e f o r e  w o u l d  n o t  q u a l i f y  as an 

e x e m p t  p l a n  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e . ^ 5 Nor  was 

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

an I n d i v i d u a l  R e t i r e m e n t  A c c o u n t  - -  b e c a u s e  ( 1 )  t h e  s t a t e  i s  n o t  

a q u a l i f i e d  f i n a n c i a l  i n s t i t u t i o n  t o  a d m i n i s t e r  s u c h  an a c c o u n t ;

( 2 )  t h e  r e q u i r e d  t e r m s  o f  an I R A  we r e  n o t  c o m p a t i b l e  w i t h  t h e  

o p t i o n  c o n s i d e r e d ;  and ( 3 )  any  " s t a t e  r e q u i r e d "  I R A  - -  e v e n  i f

p o s s i b l e  - -  w o u l d  s e v e r l y  i m p i n g e  on t h e  t a x  p l a n n i n g

f l e x i b i l i t y  o f  i n d i v i d u a l  A l a s k a n s . ^

N o n e t h e l e s s ,  i t  i s  o u r  o p i n i o n  t h a t  t h e  a n n u i t y  o p t i o n  

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

4 5 c f .  26 U . S . C .  § 4 0 1 - 4 0 4  

4 6 s e e  26 U . S . C .  § 4 0 8 .
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d i v i d e n d  c o n t r i b u t i o n s  and a c c r u e d  i n t e r e s t  u n d e r  t h e  I n t e r n a l  

R e v e n u e  C o d e .  Th e  c o u r t s  and t h e  I R S  h a v e  g e n e r a l l y  r u l e d  t h a t  

c o n t r i b u t i o n s  t o  an u n q u a l i f i e d  " a n n u i t y , ” " r e t i r e m e n t ” or  

" d e f e r r e d  c o m p e n s a t i o n "  p l a n  a r e  n o n e t h e l e s s  ta>: d e f e r r e d  i f  t h e  

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

c o n t r i b u t i o n s ,  and t h e  c o n t r i b u t i o n s  do n o t  r e p r e s e n t  a p r e s e n t  

" e c o n o m i c  b e n e f i t . " 1̂

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

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

be t a x e d  d e f e r r e d  f o r  che f o l l o w i n g  r e a s o n s :

1.  I f  t h e  S t a t e  we r e  t o  p u r c h a s e  i n d i v i d u a l  a n n u i t i e s

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

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

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

c u r r e n t  " e c o n o m i c  b e n e f i t . "  I f ,  h o w e v e r ,  t h e  S t a t e  we r e  t o

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

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

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

be no " c u r r e n t  e c o n o m i c  b e n e f i t "  and t a x a t i o n  w o u l d  be 

A 8
d e f e r r e d .  ' T h i s  i s  o ne c u s t o m a r y  means by w h i c h  e m p l o y e r s  

o b t a i n  t a x  d e f e r r a l  o f  an u n q u a l i f i e d  p l a n ;

2.  A p e r s o n  i s  i n  " c o n s t r u c t i v e  r e c e i p t "  o f  an 

a n n u i t y  c o n t r i b u t i o n  i f  he h a s  c u r r e n t  a c c e s s  t o  t h e

4 7 u . s .  v .  G o l d s m i t h . 586  F . 2 d  8 1 0  ( C t . C l .  1 9 7 o ) .  

4 8 i d .
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c o n t r i b u t i o n s  w i t h o u t  s u b s t a n t i a l  t e r m s  and l i m i t a t i o n s . ^  

U n d e r  t h i s  r e p o r t ' s  o p t i o n ,  u n d e r  no c i r c u m s t a n c e s  w o u l d  an 

a n n u i t a n t  be e n t i t l e d  t o  w i t h d r a w  a n y t h i n g  u n t i l  a n n u i t i e s  a r e  

a c t u a l l y  d i s t r i b u t e d ;

3 .  To u n d e r s c o r e  t h e  c o n t i n g e n t  n a t u r e  o f  t h e  a n n u i t y  

- -  s u c h  t h a t  t h e  I R S  c o u l d  n o t  r e a s o n a b l y  c o n c l u d e  t h a t  i t  

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

be r e c e i v e d  i f  t h e  p e r s o n  i s  an A l a s k a  r e s i d e n t  a t  t h e  t i m e  o f  

t h e  p e r t i n e n t  d i s t r i b u t i o n .

Our  o n l y  h e s i t a n c y  i n  t h i s  r e g a r d  i s  t h e  F e b r u a r y  2 7 ,  

1 9 8 1  r u l i n g  o f  t h e  I R S  t h a t  e v e n  i f  an i n d i v i d u a l  c h o o s e s  t o  

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

t h e  y e a r  t h a t  i t  c o u l d  h a v e  b e e n  r e c e i v e d .  T h e  r u l i n g ,  h o w e v e r ,  

"may n o t  be us ed o r  c i t e d  as p r e c e d e n t , "  a n d ,  e v e n  i f  o f  

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

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

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

i n c o m e  w i l l  be t a x e d .  W h i l e  an i n d i v i d u a l  d o e s  h a v e  u n b r i d l e d  

c h o i c e  i n  d e t e r m i n i n g  when t o  t a k e  a p e r m a n e n t  f u n d  d i v i d e n d ,  he 

w i l l  h a v e  no c h o i c e  as t o  t h e  t i m e  o f  r e c e i p t  o f  h i s  a n n u i t i e s .  

M o r e o v e r ,  w h e r e  a p e r s o n  w o u l d  h a v e  an a b s o l u t e  r i g h t  t o  a 

d e f e r r e d  d i v i d e n d ,  he  w i l l  h a v e  n o  r i g h t  t o  a n n u i t y  d i s t r i b u t i o n  

u n l e s s  he i s  an A l a s k a  r e s i d e n t  a t  t h e  t i m e .

F o r  t a x  r e a s o n s ,  t h e n ,  t h e  a n n u i t y  o p t i o n  m u s t  be 

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

49id.
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be u s e d  by t h e  S t a t e  t o  p u r c h a s e  an a n n u i t y  f o r  i t s  own a c c o u n t ,  

w i t h  i t s e l f  as t h e  b e n e f i c i a r y .  T h e  a n n u i t y  i n c o me  r e c e i v e d  by 

t h e  S t a t e  w i l l  t h e n  be u s e d  as t h e  f u n d i n g  s o u r c e  f o r  t h e  

a n n u i t y  p a y m e n t s  - -  a l t h o u g h  t e c h n i c a l l y  and n e c e s s a r i l y  t h e  

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

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

o f  t h i s  o p t i o n  on o t h e r  p u b l i c  a s s i s t a n c e  p r o g r a m s .  G e n e r a l l y ,

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

v a r i o u s  a s s i s t a n c e  p r o g r a m s .  I f ,  h o w e v e r ,  t h i s  o p t i o n  can

be c h a r a c t e r i z e d  as a c o n t i n u a t i o n  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 ,  t h e n  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  i n c o m e  e x c l u s i o n " ^

may p e r s i s t .  I f  - -  c o n s i s t e n t  w i t h  t a x  c o n s i d e r a t i o n s  - -  t h e

o n l y  " a n n u i t y "  i s  t h £  o n e  p u r c h a s e d  by t h e  - S t a t e  as a f u n d i n g

s o u r c e ,  t h e n  t h e  e x i s t i n g  l o n g e v i t y  b o n u s  p r o g r a m  can be

r e t a i n e d  i n  b o t h  name and s u b s t a n c e ,  w i t h  t h e  a mo u n t  o f  t h e

b o n u s  s t i l l  d e p e n d e n t  upon  r e s i d e n c y  h i s t o r y .  A f t e r  a l l ,  u n d e r

t h e  o p t i o n ,  ( 1 )  a p e r s o n  m u s t  be a s i x  m o n t h  r e s i d e n t  i n  o r d e r

t o  o b t a i n  a s i n g l e  PFD,  and m u s t  be e l i g i b l e  f o r  t h e  a n n u i t y  a t

52
t h e  t i m e  o f  d i s t r i b u t i o n ;  ( 2 )  t h e  a mo u n t  o f  a n n u i t y  i s  

d e p e n d e n t  upon  t h e  n u m b e r  o f  P F D ' s  c r e d i t e d  t o  t h e  i n d i v i d u a l ' s  

a c c o u n t ;  and ( 3 )  t h e  " g r a n d f a t h e r e d "  c l a s s  o f  e x i s t i n g  e l d e r l y  

w o u l d  p r e s u m a b l y  be r e q u i r e d  t o  m e e t  a o n e - y e a r  d u r a t i o n a l  

r e s i d e n c y  r e q u i r e m e n t .

5QSee, 42 U.S.C. 51382(a)(a)(2)(B). 

5-See 42 U.S.C. §1382(a)(b)(2)(B). 

52c_e n. 3, ante.
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T h e  a b o v e ,  o f  c o u r s e ,  i s  an a r g u m e n t  - -  i t  i s  n o t

n e c e s s a r i l y  t h e  l a w ,  w h i c h  i n  f i n a l  m e a s u r e  w i l l  be l a r g e l y

d e t e r m i n e d  by t h e  f e d e r a l  o f f i c i a l s  i n v o l v e d .  The e x p o s u r e  t o  

e x i s t i n g  a s s i s t a n c e  p r o g r a m s  - -  a t  l e a s t  f o r  t h o s e  n o t  w i t h i n

t h e  g r a n d f a t h e r e d  t r a n s i t i o n  c l a s s  - -  m u s t  be c o n s i d e r e d  a r i s k  

o f  t h i s  o p t i o n .

E v e n  i f ,  h o w e v e r ,  a n n u i t y  d i s t r i b u t i o n s  a r e  c o n s i d e r e d  

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

a n n u i t y  a c c o u n t  w i l l  n o t  b e .  A p e r s o n  may be d i s q u a l i f i e d  f r o m  

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

c e r t a i n  l e v e l ,  b u t  as w e l l  i f  he h a s  a l t e r n a t i v e  a v a i l a b l e  

r e s o u r c e s  w h i c h  he c a n  upon f r o m  a t  a n y  t i m e .  H o w e v e r ,  i n  t h i s  

i n s t a n c e ,  a t r u e  " a n i f u i t y  c o r p u s "  d o e s  n o t  e x i s t  - -  s i n c e  t h e  

o n l y  a n n u i t y  r u n s  f o r  t h e  b e n e f i t  o f  t h e  S t a t e .  M o r e o v e r ,  e v e n  

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

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

d i s t r i b u t i o n .

G . S t a t e  S o c i a l  S e c u r i t y  S y s t e m .

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

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

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

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

d i v i d e n d s  d i s t r i b u t e d  u n d e r  AS A 3 . 2 3 .

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

r e s i d e n t ' s  p e r m a n e n t  f u n d  d i v i d e n d  w o u l d  be w i t h h e l d  e a c h  y e a r



co f u n d  a r e t i r e m e n t  p r o g r a m  d e s i g n e d  t o  p a y  e a c h  A l a s k a  

r e s i d e n t  o f  65 y e a r s  o r  o l d e r  w i t h  o n e - y e a r ' s  r e s i d e n c y  $ 2 5 0  p e r  

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

I n  a s s e s s i n g  t h e  f e a s i b i l i t y  o f  t h i s  o p t i o n ,  t h e  m o s t  

i m p o r t a n t  v a r i a b l e  was t h e  p r o j e c t e d  g r o w t h  i n  A l a s k a ' s  e l d e r l y  

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

s y s t e m  a r e  d ue i n  p a r t  t o  an i n c r e a s i n g l y  l a r g e  p e r c e n t a g e  o f  

e l d e r l y  i n  t h e  p o p u l a t i o n .

F o r  f i s c a l  y e a r  1 9 8 3 ,  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r

p r o j e c t s  t h a t  t h e r e  w i l l  be some 1 3 , 6 7 2  e l d e r l y  i n  A l a s k a  - -

5 3
a p p r o x i m a t e l y  37a o f  A l a s k a ' s  p o p u l a t i o n . '  Th e  D e p a r t m e n t  h a s  

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

w i l l  r e m a i n  r e l a t i v e l y  s t a t i c  t h r o u g h  t h e  y e a r  2 0 0 0 ,  when,  o u t  

o f  a p o p u l a t i o n  o f  8 3 1 , 0 0 0  p e o p l e ,  t h e r e  w i l l  be 2 5 , 1 5 8  

e l d e r l y . ^

We b e l i e v e  t h a t  t h o s e  p r o j e c t i o n s  a r e  o v e r l y  

c o n s e r v a t i v e ,  and do n o t  t a k e  i n t o  a c c o u n t  t h e  s i g n i f i c a n t  

n a t i o n w i d e  t r e n d  o f  i n c r e a s e d  e l d e r l y  p o p u l a t i o n .  No r  do t h o s e  

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

I I  " b a b y  boom" g e n e r a t i o n  - -  w h i c h  w i l l  b e g i n  a b o u t  t h e  y e a r  

2 0 1 0 .

A c c o r d i n g l y ,  i n  p r o j e c t i n g  t h e  l o n g  t e r m  i m p a c t  o f  t h i s  

o p t i o n  on p e r m a n e n t  d i v i d e n d  d i s t r i b u t i o n ,  we h a v e  u s e d  t h e

^ A l a s k a  P o p u l a t i o n  O v e r v i e w ,  A l a s k a  D e p a r t m e n t  o f  L a b o r ,

5Aj [ d .

1981
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n a t i o n a l  g r o w t h  p a t t e r n s  p r o j e c t e d  by t h e  f e d e r a l  S o c i a l  

S e c u r i t y  A d m i n i s t r a t i o n ,  w h i c h  a r e  as  f o l l o w s :

YEAR % OF ELDERLY POPULATION

1 9 5 0  8 . 1
2 0 0 0  1 3 . 1
2 0 2 5  1 9 . 5
2 0 5 0  2 1 . 8

U s i n g  t h o s e  a s s u m p t i o n s ,  T r a v e l e r s '  I n s u r a n c e  C o . ,  on 

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

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

s y s t e m .

F o r  f i s c a l  y e a r  1 9 8 3 ,  t h e  c a l c u l a t i o n s  a r e  r e l a t i v e l y  

s t r a i g h t - f o r w a r d .  G i v e n  an a g g r e g a t e  d i s t r i b u t i o n  o f  some $ 1 6 9  

m i l l i o n  i n  p e r m a n e n t  r u n d  d i v i d e n d s  t h i s  y e a r ,  a p p r o x i m a t e l y  25% 

w o u l d  be n e e d e d  t o  f u n d  a " p a y  as y o u  go  s y s t e m . "

H o w e v e r ,  e v e n  a s s u m i n g  a 3% c o s t  o f  l i v i n g  a d j u s t m e n t  

i n  t h e  p a y m e n t  e a c h  y e a r ,  che p e r c e n t a g e  n e e d e d  t o  f u n d  t h e  

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

i n c r e a s e  a t  a r a t e  s u b s t a n t i a l l y  h i g h e r  t h a n  i n f l a t i o n .  From 

t h e  y e a r  1983 t o  2 0 0 0 ,  t h e  a v e r a g e  f u n d i n g  r e q u i r e d  w o u l d  be 15 

t o  19 p e r c e n t  o f  che d i s t r i b u t i o n s ,  w h i l e ,  i n  t h e  y e a r s  2 0 0 0  t o  

2 0 2 5  ( a n d  a s s u m i n g  c o n t i n u e d  g r o w t h  i n  p e r m a n e n t  f u n d  e a r n i n g s )  

t h e  f u n d i n g  a mo u n t  w o u l d  be 1 0 - 1 2  p e r c e n t .

T h u s ,  i f  t h e  w i t h h o l d i n g  r e m a i n s  s t a t i c  a t  25% o v e r  t h e  

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

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

t o t a l l y  s e l f - s u s t a i n i n g .

One o b v i o u s  a d v a r  ' a ge  o f  t h i s  o p t i o n  i s  t h a t  i t  f r e e s  

t h e  g e n e r a l  f u n d  f r o m  ALB o b l i g a t i o n s  i m m e d i a t e l y .  C o n v e r s e l y ,  

by  m a t e r i a l l y  r e d u c i n g  t h e  a n n u a l  p e r m a n e n t  f u n d  d i v i d e n d ,  i t  

o b v i o u s l y  r a i s e s  some p o l i t i c a l  d i f f i c u l t i e s .

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

be L i e d  t o  c o n t r i b u t i o n  h i s t o r y  - -  a l t h o u g h  n o t  i n  t h e  p r e c i s e

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

s y s t e m  c u r r e n t l y  f u l l y  c o v e r s  a n y  i n d i v i d u a l  who had " n o t  l e s s  

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

a f t e r  1 Q50 . . .  e x c e p t  t h a t  i n  no c a s e  s h a l l  an i n d i v i d u a l  be a 

f u l l y  i n s u r e d  i n d i v i d u a l  u n l e s s  he h a s  a t  l e a s t  6 q u a r t e r s  o f

c o v e r a g e . B e c a u s e ,  i n  t h e  f u t u r e ,  some p o r t i o n  o f  t h e

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

t h e  s t a t i c  25% c o n t r i b u t i o n ,  we b e l i e v e  t h a t  a s - i m i l a r

c o n t r i b u t i o n  h i s t o r y  r e q u i r e m e n t  c o u l d  be e s t a b l i s h e d  i n  t h e  

l e g i s l a t  i o n .

E v e n  more o t h a n  t h e  a n n u i t y  o p t i o n ,  t h e r e  w o u l d  be no 

" c u r r e n t  e c o n o m i c  b e n e f i t "  f r o m  t h e  p r o g r a m .  By r e d u c i n g  t h e

p e r m a n e n t  f u n d  d i s t r i b u t i o n  by 25%, and f u n d i n g  a r e t i r e m e n t  

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

b e n e f i t ,  we b e l i e v e  i t  e x t r e m e l y  u n l i k e l y  t h a t  t h e  I RS w o u l d

c o n c l u d e  t h a t  t h e  r e d u c e d  sum i s  i n  some m a n n e r  t a x a b l e .

5542 U.S.C. §414(a)(1)
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Morever, we believe there is a substantial likelihood 

that the existing ALB exemption in federal law could be 

retained. Indeed, stripped to its essense this option does 

little more than alter the funding source of the ALB program.

T h e  p r i m a r y  r i s k  o f  t h e  p r o g r a m  i s  a l l  t h e  more

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

s o c i a l  s e c u r i t y  s y s t e m .  W h i l e  o p t i o n  F w o u l d  be f u n d e d  b y  a 

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

c o n t r i b u t i n g  t o  t h i s  o p t i o n  on t h e  me r e  h o p e  t h a t  t h e  r e q u i s i t e

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

p r o g r a m  w e l l  i n t o  t h e  2 1 s t  c e n t u r y .  T h e  " s a v i n g s  a c c o u n t "  

c r e a t e d  by t h e  s t a t i c  257, w i t h h o l d i n g  i s  i n t e n d e d  t o  a l l e v i a t e  

t h a t  p r o b l e m ;  however*,  r e g a r d l e s s  o f  t h e  r a t e  o f  g r o w t h  o f  t h a t

C £
a c c o u n t ,  t h e r e  i s  p l a i n l y  some r i s k  i n  t h i s  o p t i o n .

^ F o r  e x a m p l e ,  u n d e r  o u r  p o p u l a t i o n  p r o j e c t i o n s ,  t h e r e  w i l l  
be 3 0 , 7 4 7  e l d e r l y  i n  A l a s k a  i n  t h e  y e a r  2 0 0 0 .  T he p e r m a n e n t  f u n d  
d i s t r i b u t i o n s  f o r  t h a t  y e a r  u n d e r  AS 4 3 . 2 3  a r e  e s t i m a t e d  by t h e
D e p a r t m e n t  o f  R e v e n u e  t o  be $ 7 9 2  m i l l i o n ,  o f  w h i c h ,  u n d e r  o u r
s t a t i c  257, w i t h h o l d i n g ,  $ 1 9 8  m i l l i o n  w o u l d  be p l a c e d  i n  t h e  s o c i a l  
s e c u r i t y  f u n d .  I n  t h a t  y e a r ,  w i t h  a 37. COLA, t h e  maxi mum m o n t h l y  
b o n u s  w i l l  be a p p r o x i m a t e l y  $ 3 9 0 .  E v e n  i f  e v e r y  e l d e r l y  A l a s k a n  
i s  e l i g i b l e  f o r  f u l l  b e n e f i t s  u n d e r  t h e  l a w ' s  c o n t r i b u t i o n  
r e q u i r e m e n t s ,  t h e  maxi mum p a y m e n t s  w o u l d  be $ 1 2 0  m i l l i o n  - -  w i t h  a 
s a v i n g s  a c c o u n t  d e p o s i t  b e i n g  made i n  t h a t  y e a r  a l o n e  o f  $70 
m i l l i o n .  O f  c o u r s e ,  many o f  t h e s e  e l d e r l y  may n o t  be f u l l y
e l i g i b l e ,  and some who a r e  e l i g i b l e  may n o t  be r e s i d i n g  i n  A l a s k a
d u r i n g  t h a t  y e a r .



Finally, there is some advantage to the existing 

elderly in this system over the annuity option. The existing

elderly would have a net loss of only 257 of their permanent 

fund dividend, rather than the entirety of the benefit under the 

annuity approach.

H . Health Insurance For The Elderly.

The state of health insurance for the elderly, and

indeed for all Alaskans, has already been the subject of

57 58
considerable study, and legislative activity. Because

of the obvious critical importance of adequate health care

coverage for Alaska's elderly, the option of providing

comprehensive health insurance for Alaska's older citizens in

lieu of the longevity bonus was included in this report as an

o p t  i o n .

While the Department of Law report found that health

expenses were a major use of the longevity bonus for only 5.57

of its sample, the 1976 longevity bonus study found that 297, of

the bonus recipients used at least a portion of the ALB for

medical care, while 117 used a portion of the bonus for

5 9
"insurance cf all kinds."

^A las ka Comprehensive Health Care Financing Study, Batelle 
Human Affair Research Center (1981)

58h b 641, 12th Leg. 1st Sess. (1981)

59a l B Survey, op. cit. n.-9 at 22



In fact, almost all of Alaska's elderly receive some 

kind of public or private health coverage assistance -- either 

through Medicare, Medicaid, public and private retirement

programs, Veteran's benefits or the Indian Health Service/Public 

Health Service.

When assessing the health insurance option, the two

obvious questions are: (1) how severe are the gaps in existing

coverage; and (2) how much would it cost to fill those gaps?

The major source of health insurance coverage for the 

elderly in Alaska is obviously Medicare -- a federal insurance 

plan wnich provides hospitalization for those eligible for 

social security^*0 and medical insurance for an additional fee 

•of $12.20 per month.

Both the hospital and medical insurance contain

substantial deductibles, i.e. the first $304 of the hospital

bill -- and co-payment requirements (20% in the case of medical 

insurance.)

Nursing home coverage under Medicare is severely 

limited -- confined to post-hospital care in a "skilled nursing 

facility" for short periods of time.

It is difficult to determine how many resident Alaskan

elderly are on Medicare -- available stat-istics are bloated by

Medicare claims submitted by tourists. There are some 9,323

6^42 U.S.C.§§ 426,1395(c). A person ineligible for Social
Security may obtain Medicare- hospitalization insurance for $113
per month



r e t i r e d  p e r s o n s  i n  A l a s k a  r e c e i v i n g  s o c i a l  s e c u r i t y  - -  and h e n c e

6 1
e l i g i b l e  f o r  M e d i c a r e .

T h e  l a r g e s t  g r o u p  o f  e l d e r l y  A l a s k a n s  i n e l i g i b l e  f o r

M e d i c a r e  a r e  r u r a l  r e s i d e n t s ,  p r i m a r i l y  N a t i v e s ,  who do n o t  h a v e

a s u f f i c i e n t  wage e a r n i n g  h i s t o r y  t o  q u a l i f y  f o r  s o c i a l

s e c u r i t y .  A l l  A l a s k a  I n d i a n s ,  A l e u t s  and E s k i m o s  a r e  e l i g i b l e

f o r  I HS - -  w h i c h  p r o v i d e s  a b r o a d  r a n g e  o f  s e r v i c e s  d e p e n d i n g

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

p r o v i d e r  o f  f a c i l i t i e s  - -  i t  d o e s  n o t  make c a s h  p a y m e n t s  f o r

s e r v i c e s  s u c h  a c u s t o d i a l  c a r e  i n  a n u r s i n g  home.  M o r e o v e r ,  i t

i s  c u r r e n t l y  f a c i n g  s e v e r e  c u t b a c k s  i n  a r e a s  s u c h  as

fi 7
r e i m b u r s e m e n t  f o r  h e a l t h - r e l a t e d  t r a v e l  e x p e n s e s  .

T h e  m o s t  c o m p r e h e n s i v e  h e a l t h  c o v e r a g e  i n  A l a s k a  i s ,  o f  

c o u r s e ,  M e d i c a i d .  To be e l i g i b l e  f o r  M e d i c a i d ,  one m u s t  me e t  

t h e  S t a t e  p u b l i c  a s s i s t a n c e  i n c o m e  l i m i t a t i o n s .  As n o t e d  

p r e v i o u s l y ,  t h e r e  a r e  c u r r e n t l y  some 2 3 0 0  e l d e r l y  A l a s k a  

c i t i z e n s  on M e d i c a i d .  i l e d i c a i d  d o e s  c o v e r  v i r t u a l l y  u n l i m i t e d  

n u r s i n g  home r e s i d e n c y .

T he m o s t  g l a r i n g  d e f i c i e n c y  i n  A l a s k a  h e a l t h  c a r e  f o r  

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

c u s t o d i a l  e n v i r o n m e n t s  s u c h  as n u r s i n g  h o m e s .  N u r s i n g  home

6 1 i n t e r v i e w ,  Ms.  P.  E u b a n k s ,  F i e l d  R e p .  S o c i a l  S e c u r i t y
A d m i n .  ( F e b .  2 4 ,  1 9 8 3 )

6 2 i n t e r v i e w ,  Ms.  P.  R o b e r t s  I H S ,  ( F e b .  2 3 ,  1 9 8 3 )
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r a t e s  i n  A l a s k a  r u n  f r o m  $ 9 0  t o  $ 1 7 2  p e r  d a y  . The c o s t s  a r e

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

4 6 7  e l d e r l y  A l a s k a n s  c u r r e n t l y  r e s i d i n g  i n  S t a t e  n u r s i n g  homes 

( o t h e r  t h a n  t h e  P i o n e e r s  H o m e s ) ,  a l l  b u t  31 a r e  t h e r e  u n d e r  

M e d i c a i d ,  o r  A l a s k a ' s  G e n e r a l  R e l i e f  M e d i c a l  A s s i s t a n c e .

C o n v e r s e l y ,  n u r s i n g  home r a t e s  i n  W a s h i n g t o n ,  f o r  

e x a m p l e ,  h a v e  b e e n  e s t i m a t e d  by t h e  D e p a r t m e n t  o f  H e a l t h  & 

S o c i a l  S e r v i c e s  t o  v a r y  f r o m  $ 5 0 - $ 6 0  p e r  d a y .  I t  i s  n o t  known 

how many e l d e r l y  A l a s k a n s  a r e  i n s t i t u t i o n a l i z e d  i n  l o w e r  

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

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

n u r s i n g  home c a n  be a f f o r d e d  i f ,  a t  a l l ,  o n l y  by r e l o c a t i n g  t o

t h e  l o w e r  f o r t y - e i g h t . *

T h r e e  p r i v a t e  o r g a n i z a t i o n s  we r e  a s k e d  t o  e s t i m a t e  t h e  

p r e m i u m  a m o u n t  r e q u i r e d  t o  s u p p l e m e n t  M e d i c a r e  and o t h e r  

c o v e r a g e  f o r  A l a s k a ' s  e l d e r l y  t o  p r o v i d e  h e a l t h  i n s u r a n c e

e q u i v a l e n t  t o  t h e  e x i s t i n g  P u b l i c  E m p l o y e e s '  B . e t i r e m e n t  S y s t e  , ' s  

r e t i r e e  c o v e r a g e ,  and t o  i n c l u d e  c o m p r e h e n s i v e  n u r s i n g  home 

c o v e r a g e .  N e i t h e r  T r a v e l e r s  I n s u r a n c e ,  n o r  A e t n a  I n s u r a n c e  f e l t  

c a p a b l e  o f  p r o v i d i n g  an e s t i m a t e .

H o w e v e r ,  i n s u r a n c e  c o n s u l t a n t s  f r e q u e n t l y  used by  t h e  

s t a t e  f o r  m a t t e r s  s u c h  as t h e  p u b l i c  e m p l o y e e s  S u p p l e m e n t a l  

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

63Alaska Nursing Home Census, Alaska Department of Health 

Social Service, 1 2 / 3 1 / 8 2
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f o r  M e d i c a r e ,  i n s u r a n c e  c o u l d  be p r o v i d e d  a t  a p r e m i u m  o f

a p p r o x i m a t e l y  $70 p e r  i n d i v i d u a l  p e r  m o n t h .  T h i s  w o u l d  i n c l u d e

c o m p r e h e n s i v e  n u r s i n g  home c o v e r a g e .

M e d i c a r e  i s  c u r r e n t l y  a p r i m a r y  i n s u r e r  - -  t h a t  i s ,  t h e  

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

e n d a n g e r i n g  b a s i c  M e d i c a r e  e l i g i b i l i t y .  M o r e o v e r ,  and i n  a l l  

l i k e l i h o o d ,  s u p p l e m e n t a l  S t a t e  c o v e r a g e  c o u l d  p r o p e r l y  p r o v i d e  

o t h e r w i s e  u n i n s u r e d  A l a s k a  N a t i v e s  w i t h  t h o s e  c o s t s  n o t  c o v e r e d  

b y  t h e  I n d i a n  H e a l t h  S e r v i c e .

The m a j o r  d i f f i c u l t y  i s  M e d i c a i d .  M e d i c a i d  e l i g i b i l i t y  

i s  v e r y  much c o n t i n g e n t  upon  t h e  u n a v a i l a b i l i t y  o f  

" r e s o u r c e s " , ^  C u r r e n t l y ,  t h e  S t a t e  o n l y  p a y s  48% o f  a 

M e d i c a i d ' s  p a t i e n t  b i l l s .  I f  a S t a t e  h e a l t h  i n s u r a n c e  p o l i c y  

was c o n s i d e r e d  a " r e s o u r c e "  t h e  S t a t e  c o u l d  f i n d  i t s e l f  f o o t i n g  

t h e  e n t i r e t y  o f  a M e d i c a i d  p a t i e n t ' s  b i l l .

Of  c o u r s e ,  t h e  S t a t e  w o u l d  h a r d l y  n e e d  t o  " s u p p l e m e n t "  

a n y  M e d i c a i d  c o v e r a g e  - -  M e d i c a i d  c o v e r a g e  i t s e l f  b e i n g

e s s e n t i a l l y  i n c l u s i v e .  The s t a t u t e ,  c o u l d  s i m p l y  e x e m p t  

M e d i c a i d  r e c i p i e n t s  f r o m  t h e  c o v e r a g e  o f  t h e  p o l i c y .  T h e  i s s u e  

p o s e d  by s u c h  an e n a c t m e n t  i s  w h e t h e r  t h e  S t a t e  w o u l d  be 

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

t o  p r o v i d e  a h e a l t h  c o v e r a g .  means o f  l a s t  r e s o r t  - -  t h e r e b y  

r u n n i n g  a f o u l  o f  t h e  S u p r e m e c y  C l a u s e .

6 a 42 U . S . C .  5 1 3 8 2 ( a ) ( 1 ) (B)

^ F l o r i d a  L i m e  & A v o c a d o  G r o w e r s  v .  P a u l ,  373 U . S .  132 ( 1 9 6 3 )
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A s s u m i n g  t h a t  t h e  S t a t e  c o u l d  c o n t i n u e  t o  m e r e l y

s u p p l e m e n t  M e d i c a r e ,  IHS f a c i l i t i e s  ana e x i s t i n g  p r i v a t e  and

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

a c c u r a t e ,  t h e r e  r e m a i n  two d i f f i c u l t i e s  w i t h  t h e  h e a l t h

i n s u r a n c e  o p t i o n .  F i r s t ,  i t  i s  o f  no b e n e f i t  t o  A l a s k a ' s  n e e d y

e l d e r l y  - -  who w i l l  m e r e l y  c o n t i n u e  w i t h  M e d i c a i d  c o v e r a g e  a t

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

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

A A
i n - m i g r a t i o n .  I f  a y e a r ' s  r e s i d e n c y  i n  A l a s k a  wer e  a l l  t h a t  

w e r e  r e q u i r e d  f o r  f r e e  and u n l i m i t e d  n u r s i n g  home c o v e r a g e ,  t h e  

p o t e n t i a l  o f  i n - m i g r a t i o n  may be s e v e r e .  T h e r e  a r e  two 

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

m i t i g a t e  t h i s  p o t e n t i a l :

1» I f  a p u r p o s e  o f  t h e  h e a l t h  i n s u r a n c e  o p t i o n  i s  t o  

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

i f  n u r s i n g  home c o v e r a g e  i s  r e q u i r e d ,  n u r s i n g  home c o v e r a g e  

c o u l d  be l i m i t e d  t o  A l a s k a  i n s t i t u t i o n s ,  j u s t  a s  many s t a t e s

6 6 u  i s  p o s s i b l e ,  a l t h o u g h  we b e l i e v e  u n l i k e l y ,  t h a t  a c o u r t  
w o u l d  r u l e  t h a t  s u p p l e m e n t a l  h e a l t h  i n s u r a n c e  c o v e r a g e  w o u l d  
c o n s t i t u t e  a " b a s i s  n e c e s s i t y  o f  l i f e "  - -  d r o p p i n g  t h e  maxi mum 
p o s s i b l e  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  t o  30 d a y s .  The p r o g r a m  
w o u l d  be s u p p l e m e n t a l  t o  a h o s t  o f  e x i s t i n g  a s s i s t a n c e  i n s u r a n c e  
p r o g r a m s ,  and w o u l d  n o t  be b a s e d  on n e e d .  See M e m o r i a l  H o s p i t a l  
v .  M a r i c o p a  C o u n t y ,  4 1 5  U . S . a t  2 6 1 .  - - - - - -
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l i m i t  r e s i d e n t  t u i t i o n  d i s c o u n t s  t o  i n - s t a t e  u n i v e r s i t i e s . ^  

T h e  d i f f i c u l t y ,  o b v i o u s l y ,  i s  t h a t  e x i s t i n g  A l a s k a n  n u r s i n g  home 

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

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

f a c i l i t i e s  i s  d e b a t a b l e ;

2.  F o r  t h e  r e a s o n s  c i t e d  w i t h  r e s p e c t  t o  t h e  a n n u i t y  

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

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

( a )  a p o r t i o n  o f  t h e  i n d i v i d u a l ' s  p e r m a n e n t  f u n d  d i v i d e n d  i s .  

used t o  h e l p  f u n d  t h e  i n s u r a n c e  p r o g r a m ;  and ( b )  t h e  f u n d i n g  i s  

i n  e x c e s s  o f  c u r r e n t  n e e d s ,  i n  o r d e r  t o  amass t h e  same t y p e  o f  

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

o p t  i o n .

I . LONGEVI TY BONUS PREMISED ON I N D I V I D U A L I Z E D  

RELOCATION HARDSHI P.

As n o t e d  i n  S e c t i o n  1 1 ( A ) ,  a n t e , t h e r e  i s  some j u d i c i a l  

s u p p o r t  f o r  t h e  v i e w  t h a t  i t  i s  p e r m i s s i b l e  f o r  A l a s k a  t o  

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

t h e  m o s t  h a r d s h i p  by f i n a n c i a l l y - c o e r c e d  r e l o c a t i o n  f r o m  che 

s t a t e ,  and t o  m e a s u r e  t h a t  h a r d s h i p  i n  p a r t  by d u r a t i o n  o f  

r e s  i d e n c e .

T h i s  o p t i o n  r e l i e s  upon  t h a t  s u p p o r t ,  and i n v o l v e s  

t h r e e  s t e p s :

b ^ S t a r n s  v .  M a l k e r s o n ,  326 F . S u p p .  234 ( D .  M i n n .  1 9 7 0 ) ,  a f f a  
mem. 4 0 1  U . S .  985 ( 1 9 7 1 )
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1 .  c a t a l o g i n g  t h o s e  c r i t e r i a  w h i c h  w o u l d  

d i f f e r e n t i a t e  t h o s e  A l a s k a  e l d e r l y  who w o u l d  s u f f e r  r e l a t i v e l y  

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

who n e e d  f i n a n c i a l  a s s i s t a n c e  i n  o r d e r  t o  r e m a i n  i n - s t a t e ;

2 .  t r a n s l a t i o n  o f  t h o s e  s u b j e c t i v e  c r i t e r i a  t o  a 

p o i n t  s y s t e m  s i m i l a r  t o  t h a t  used by t h e  A l a s k a  C o m m e r c i a l

£ O
F i s h e r i e s  E n t r y  C o m m i s s i o n ;  and

3 .  s t r u c t u r i n g  o f  t h a t  p o i n t  s y s t e m  s u c h  t h a t  ( a )  

a d m i n i s t r a t i v e  c o s t s  a r e  m i n i m i z e d ;  and ( b )  s u c c e s s f u l  

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

t o  e x i s t i n g  b o n u s  r e c i p i e n t s .

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

A l a s k a  L . i m i t e d  Ent r^T A c t  - - .  w h i c h  t r a n s l a t e s  c e r t a i n  v e r y  

s u b j e c t i v e  c r i t e r i a  - -  s u c h  as " e c o n o m i c  d e p e n d e n c e  on t h e  

f i s h e r y "  i n t o  an o b j e c t i v e  p o i n t  s y s t e m .  I t  d o e s  s o ,  o f

c o u r s e ,  a t  a b u r e a u c r a t i c  p r i c e  - -  a p p r o x i m a t e l y  $ 2 . 5  m i l l i o n  a 

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

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

c o s t s ,  w h i c h  w i l l  be d i s c u s s e d  b e l o w .

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

s e t  o u r  " r e l o c a t i o n  h a r d s h i p "  p o o l  a s i d e .  D u r a t i o n  and 

c o n t i n u i t y  o f  r e s i d e n c e  w o u l d  be one c r i t e r i a ,  as w o u l d ,  

p e r h a p s :

1 .  i n c o m e ;

2.  l o c a t i o n  o f  f a m i l y ;

6 8 see AS 16.43
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3.  l o c a t i o n  o f  p r o p e r t y ;  and

4 .  e t h n i c ,  r e l i g i o u s ,  and c u l t u r a l  t i e s .

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

r o l e  i n  d e t e r m i n g  e l i g i b i l i t y ,  no o n e  f a c t o r  a l o n e  w o u l d  be 

d i s p o s  i  t  i v e .

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

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

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

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

f o l l o w i n g  d i s a d v a n t a g e s :

1 .  S i n c e  m o s t  A l a s k a n  e l d e r l y  h a v e  l i v e d  h e r e  mor e 

t h a n  10 y e a r s  m o s t  A l a s k a  e l d e r l y  w i l l  s u f f e r  some d e m o n s t e r a b l e  

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

p e r c e n t a g e  o b v i o u s l y  do n o t  r e q u i r e  a l o n g e v i t y  b o n u s  t o  r e m a i n ;

2.  T he a l t e r n a t i v e  a l s o  i n v o l v e s  t h e  e s t a b l i s h m e n t  

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

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

s i m p l y  o p e n i n g  t h e  c l a s s  t o  a l l  e l d e r l y  A l a s k a n s ;

3 .  P e r h a p s  t h e  m o s t  o b v i o u s  d i s a d v a n t a g e  i s  t h e  

b u r d e n  t h a t  i t  w o u l d  p l a c e  upon  e l d e r l y  A l a s k a n s  t h e m s e l v e s .  

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

w i t h  e v i d e n t i a r y  r e q u i r e m e n t s ,  and i r  some c a s e s ,  a d j u d i c a t o r y  

h e a r i n g s .  T h e  L i m i t e d  E n t r y  C o m m i s s i o n  i s  c u r r e n t l y  i n v o l v e d  i n  

some 120 j u d i c i a l  a p p e a l s  - -  a n u m b e r  w h i c h  i s  e i t h e r  a t  o r  

b e l o w  h i s t o r i c  l e v e l s .  A c c o r d i n g  t o  t h e  C o m m i s s i o n ' s  F Y 1 9 8 4

-56-



budget presentation, there is a current backload of some 325 

administrative adjudications.

A t t o r n e y s  w i l l  be r e q u i r e d  - -  r e g a r d l e s s  o f  wh a t  

e f f o r t s  a r e  u n d e r t a k e n  t o  make t h e  p r o c e s s  s i m p l e  and i n f o r m a l .  

T h e  d i f f i c u l t i e s  f a c i n g  t h e  e l d e r l y  a p p l i c a n t  a r e  t h u s  r a t h e r  

a p p a r e n t .

J . GRANDFATHERING

This report closes with one of the simpler alternatives 

opening the class of longevity bonus recipients to all 

elderly Alaskans with one year's residency, and terminating the 

program for the future. Persons eligible, or becoming eligible 

this year will be "grandfathered" and will receive a longevity 

bonus for life. The fiscal impacts of this alternative are, for 

FY1984, identical to option A, and will obviously decline in the 

future due to mortality and relocation.

The obvious advantage of this program is that it 

protects those currently on the longevity bonus program. 

Equally, it deprives those approaching the age of 65 with any 

expectation of receiving a bonus.

We believe that- this option is constitutionally

permissible. The Alaska Supreme Court shares the general view 

of the constitutionality of grandfathering laws -- as long as 

the grandfathered class itself is constitutionally defined.^ 

Plainly, the state legislatures

69commercial Fisheries rntry Commission v. Apokedak, 606 
P.2d at 1259-61.
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h a v e  t h e  r i g h t  t o  t e r m i n a t e  s o c i a l  p r o g r a m s  w h i l e  p r o t e c t i n g  

t h o s e  who h a v e  come t o  r e l y  on t h e i r  b e n e f i t s .

A. CONCLUSION

As n o t e d  a t  t h e  o u t s e t ,  t h e  p u r p o s e  o f  t h i s  r e p o r t  i s  

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

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

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

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

h i g h l i g h t  t h e  m a j o r  i s s u e s  s u r r o u n d i n g  e a c h  r l t e r n a t i v e ,  and 

p r o v i d e  a t  l e a s t  r o u g h  i n f o r m a t i o n  on e a c h  q u e s t i o n  r a i s e d .  I f ,  

a f t e r  t h e  J u d i c i a r y  C o m m i t t e e  h a s  i d e n t i f i e d  two o r  t h r e e  

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

t h r e e  weeks  on 10 p r o p o s a l s  c a n  be c o n d e n s e d  i n t o  t h e  p u r s u i t  o f  

t h r e e ,  p r o p o s e d  l e g i s l a t i o n  and a mor e  i n t r i c a t e  a n a l y s i s  o f  t h e  

p r e f e r r e d  o p t i o n s  can be p r o m p t l y  t r a n s m i t t e d .
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IN THE SUPERIOR COURT FOR THE STATE OF ALASKA 

FIRST JUDICIAL DISTRICT

RODNEY G. VEST,

Plaintiff,

V .

MARIAN SCHAFER and STATE OF 
A L A S K A ,

Defendants.

CONFIDENTIAL

Case No. 1JU-82-1103 Civ.

AGREEMENT AND ORDER OF SETTLEMENT

WHEREAS, in 1972 the Alaska Legislature enacted the 

Alaska Longevity Bonus Program (AS 47 .45.010 e t . s e a . ) which 

currently provides, inter a lia, for the payment of $250 for each 

month of continued residency by bona fide Alaska residents over 

the age of 65 who were domiciled in Alaska on or before January 

3, 1959 and who have maintained a continuous domicile in Alaska 

for 25 years;

WHEREAS, the purpose of the Alaska Longevity Bonus 

Program is among other things, to reward elderly Alaskans for 

their past contributions to the state and territory, and for past 

hardships suffered during territorial and early statehood days.

AS 47.45.170;

WHEREAS, since 1972, the State of Alaska in good faith 

has administered the Longevity Bonus Program in the belief that

i A p p e n d i x  A
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the rewarding of prior residency was a constitutionally 

permissible purpose;

WHEREAS, in upholding the State's prior Permanent Fund 

Dividend distribution program, the Alaska Supreme Court ruled

that "reward[ing] those Alaska residents who have chosen to stay"

is a constitutionally permissible purpose. Williams v. Zobel,

619 P.2d 448, 460 (Alaska 1980);

WHEREAS, Justices Dimond and Matthews, in dissenting in 

Williams v. Zobel, believed that the Longevity Bonus Program 

would withstand constitutional scrutiny (619 P.2d at 469, n.13);

WHEREAS, on June 14, 1982, the United States Supreme 

Court, in invalidating Alaska's prior Permanent Fund Distribution 

Program, ruled that a statutory purpose of rewarding prior 

residency was constitutionally impermissible. Zobel v. Williams,

  U.S. _________ , 80-1146 ;

WHEREAS, because of the U.S. Supreme Court's decision 

in Zobel v. Williams, it appears the Longevity Program may not be 

deemed constitutional;

WHEREAS, a serious and good faith disagreement has 

developed and che Alaska Legislative Council questions whether 

the appropriate remedy is to expand the class of recipiants of 

monthly longevity bonuses, or alternatively, to invalidate the 

entire program and cease payment of monthly bonuses to any 

person;

- 2 -
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WHEREAS, this uncertainty regarding the appropriate

remedy derives from § 2, Ch. 205, SLA 1972, which provides, with

respect to the Longevity Bonus Program:

If any provision of this Act, or the 

application of a provision of this Act to 
any person or circumstances is held invalid, 
this entire act shall be considered invalid.

WHEREAS, unless and until the question of appropriate

remedy is resolved by this court, or a settlement of this

controversy is achieved, it is reasonable and prudent that the

State of Alaska continue to administer the Longevity Bonus

Program in the manner provided by statute;

WHEREAS, on July 6, 1982, Plaintiff Rodney Vest filed

the above-capttoned action, seeking as relief his inclusion in

the Longevity Bonus Program of "any . . . bona fide Alaska

resident who is 65 years or older....". Complaint, Prayer for

Relief, para. 2;

WHEREAS, ON July 23, 1982, Plaintiff Vest filed an-

amended complaint seeking to have this case certified as a class

action under Alaska Rule of Civil Procedure 23 on behalf of all

bona fide Alaskans of the age of 65 or older, and further seeking

as alternative relief the invalidation of the Longevity Bonus

Program, or the payment of retroactive bonuses "in amount equal

to what they would have been entitled to obtain under the program

had the unconstitutional criteria never been in place or
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enforced." First Amended Complaint, Prayer for Relief, paras. 

4-6.

WHEREAS, there are currently 9,124 recipients of 

monthly longevity bonuses, and many of these recipients are of 

modest means, and depend upon the monthly bonus for sustenance, 

and the termination of the longevity bonus payments to these 

individuals could cause great and irreparable harm;

WHEREAS, because of the uncertainty with respect to th 

appropriate remedy, the parties are desirous of settling this 

litigation in a manner which affords meaningful relief to 

Plaintiff Vest and others similarly situated, but which also 

ensures the continuation of monthly bonus payments to existing 

recipients;

WHEREAS, the parties are further desirous of achieving 

a settlement which will finalize and constitute a full and final 

accord of the rights and liabilities of the parties hereto;

WHEREAS, there may be as many as 4,000 persons who are 

similarly situated with Plaintiff Vest —  to wit, bona fide 

Alaskans of the age of 65 or over —  who are not currently 

receiving longevity bonus payments because of the residency 

requirements of the statute;

WHEREAS, the parties agree that, because of the nature 

of the rights of recipients involved in this litigation, a 

one-year residency requirement is reasonable, necessary and 

appropriate in order to demonstrate bona fide Alaskan residency;

-4-
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WHEREAS, a full and final settlement of the parties' 

rights and liabilities hereto cannot be achieved until all 

persons similarly situated with Plaintiff Vest are certified as a 

class under Alaska Rule of Civil Procedure 23(c);

WHEREAS, the settlement envisioned by the parties 

includes the retroactive payment of longevity bonuses to 

plaintiff class commencing and including July 1, 1982;
.1

WHEREAS, the payment of such retroactive bonuses to an 

expanded class of recipients would require the appropriation of 

sums above the amount currently appropriated for the longevity 

bonus program for fiscal year 1982-83. Moreover, and because of 

the Alaska Legislative Council's view of the non-severability 

clause, quoted above (effecting the expansion of the class of 

longevity bonus recipients), such payments may require the 

enactment of curative legislation;

WHEREAS, it is therefore necessary, in order to 

effectuate this settlement, for appropriate legislation to be 

enacted;

WHEREAS, the Alaska Legislature is a coordinate branch 

of government of the State of Alaska, and is represented in this 

action by the Attorney General;

W HE RE AS , notwithstanding the above, the Attorney 

General cannot in any manner bind or compel the Alaska 

Legislature in the exercise of its legislative powers;

- 5 -



r C

W H E R E A S , on J u l y  16, 1982, the A l a s k a  L e g i s l a t i v e  

C o u n c i l  m o v e d  to p a r t i c i p a t e  in the a b o v e - c a p t i o n e d  a c t i o n  as 

a m i c u s  c u ri ae , it is a g r e e d  th at  the A l a s k a  L e g i s l a t i v e  C o u n c i l  

m a y  p a r t i c i p a t e  in all n e g o t i a t i o n s  of any s e t t l e m e n t ,  the f i l i n g  

of b r i e f s  and m a y  p a r t i c i p a t e  in oral a r g u m e n t s ;  h o w ev er , the 

A l a s k a  L e g i s l a t i v e  C o u n c i l  a g r e e s  that it w i l l  not be i n v o l v e d  in 

d i s c o v e r y  p r o c e e d i n g s  in the e v e n t  the case  is u l t i m a t e l y  

l i t i g a t e d  and  w i l l  not b e c o m e  o t h e r w i s e  i n v o l v e d  in a c c o r d a n c e  

w i t h  the t e r m s  of this s e t t l e m e n t  a g r e e m e n t ;

W H E R E A S ,  and w h i l e  the A l a s k a  L e g i s l a t i v e  C o u n c i l  

c a n n o t  bi n d the A l a s k a  L e g i s l a t u r e  in the e x e r c i s e  of its 

l e g i s l a t i v e  p o w e r s ,  the A l a s k a  L e g i s l a t i v e  C o u n c i l  can and is
K

w i l l i n g  to c o m m i t  its b e s t  e f f o r t s  to the e n a c t m e n t  of 

a p p r o p r i a t e  l e g i s l a t i o n  d u r i n g  the fi rst  r e g u l a r  s e s s i o n  of the 

? 3th A l a s k a  L e g i s l a t u r e ;

W H E R E A S ,  and s u b j e c t  to (1) the c e r t i f i c a t i o n  of 

p l a i n t i f f  cl ass , (2) the S u p e r i o r  C o u r t ' s  a p p r o v a l  of a 

s e t t l e m e n t  p r o p o s a l  he r ein , and (3) the c o m m i t m e n t  of the A l a s k a  

L e g i s l a t i v e  C o u n c i l  to use its be s t e f f o r t s  in the e n a c t m e n t  of 

a p p r o p r i a t e  l e g i s l a t i o n ,  p l a i n t i f f  c l a s s  is a g r e e d  that such 

a c t i o n  w i l l  p r o v i d e  full and a d e q u a t e  c o n s i d e r a t i o n  for the 

p r o m i s e  and a g r e e m e n t  of p l a i n t i f f  c la ss  not to s e e k  re li e f  in 

an y  f o r m  w i t h  r e s p e c t  to the L o n g e v i t y  B o n u s  P r o g r a m  t h r o u g h  and 

i n c l u d i n g  the a d j o u r n m e n t  of the first r e g u l a r  s e s s i o n  of the

-6-
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13 t h A l a s k a  L e g i s l a t u r e  or J u n e  30, 1 98 3, w h i c h e v e r  ev e r e v e n t 

c o m e s  f i r s t  in time;

W H E R E A S ,  n o t h i n g  h e r e i n  is to be c o n s t r u e d  as an 

a d m i s s i o n  by  the S t a te  of A l a s k a  as to the u n c o n s t i t u t i o n a l i t y  of 

the L o n g e v i t y  B o n u s  P r o g r a m ;

W H E R E A S ,  e x c e p t  wi th  r e s p e c t  to the good fa ith of the 

S t a t e  an d its a g e n t s ,  n o t h i n g  h e r e i n  is to be c o n s t r u e d  as an 

a d m i t ' i o n  by e i t h e r  p a r t y  in the e v e n t  the s e t t l e m e n t  a g r e e d  to 

h e r e  is not c o n s u m m a t e d ;

N O W  T H E R E F O R E  TH E  P A R T I E S  S T I P U L A T E  A N D  A G R E E  AS

F O L L O W S :

1. Al l a c t i o n s  and p r o c e e d i n g s  in the a b o v e - c a p t i o n e d
IS

case, o t h e r  than:

(a) the c e r t i f i c a t i o n  of p l a i n t i f f s  class

(b) the a p p r o v a l  by the S u p e r i o r  C o u r t  for the State of 

A l a s k a ,  F i r s t  J u d i c i a l  D i s t r i c t  of this p r o p o s e d  

s e t t l e m e n t  a g r e e m e n t ,  and

(c) a n y f u r t h e r  a p p r o v a l  by the c o ur t n e c e s s a r y  to 

c o n s u m m a t e  the s e t t l e m e n t  a g r e e m e n t  a f t e r  the 

c e r t i f i c a t i o n  of p l a i n t i f f s  class,

are s t a y e d  t h r o u g h  and i n c l u d i n g  the d a t e  of a d j o u r n m e n t  of the 

f i r s t  r e g u l a r  s e s s i o n  of the 1 3 t h  A l a s k a  L e g i s l a t u r e  or J u n e  

30 th, 1983, w h i c h e v e r  e v e n t  o c c u r s  f i r s t  in time. P r o c e d u r e s  fo r  

c l a s s  c e r t i f i c a t i o n  s h a l l  be s u b m i t t e d  to uhe C o u r t  fn r  r e v i e w  no 

l a t e r  t h a n  S e p t e m b e r  10., 1982, and the p a r t i e s  w i l l  r e q u e s t  the

- 7 -
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C o u r t  to r e n d e r  its o r d e r  w i t h  r e s p e c t  to the n ot i c e  p r o c e d u r e s  

f o r t h e  s a i d  c l a s s  no l a t e r  t h a n  S e p t e m b e r  24th, 1982. N o t i c e  to 

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

s e t t l e m e n t  and  the c o n d i t i o n s  n e c e s s a r y  to e f f e c t u a t e  the 

s e t t l e m e n t ,  on or b e f o r e  O c t o b e r  11th, 1982. The S t a t e  of A l a s k a  

w i l l  u n d e r t a k e  r e a s o n a b l e  e f f o r t s  to a s s i s t  P l a i n t i f f  to locate 

t h o s e  p e r s o n s  65 y e a r s  or o l d e r  as of J u l y  1, 1982, wh o  have been  

b o n a  fi de  A l a s k a  r e s i d e n t s  in the s t a t e  of A l a s k a  for one y e a r  

i m m e d i a t e l y  p r i o r  to that  date. In the e v e n t  this s e t t l e m e n t  

a g r e e m e n t  is not c o n s u m m a t e d  for w h a t e v e r  reaso n, but the c l as s 

c e r t i f i c a t i o n  has be e n c e r t i f i e d  by the c o u r t  as set fo rth above, 

th e P l a i n t i f f  sriall not be p r e c l u d e d  f r o m  s e e k i n g  an e n l a r g e m e n t  

of the c l a s s  and a c e r t i f i c a t i o n  t h e r e o f  so as to i n c l u d e  ot her  

p e r s o n s  h a v i n g  a s h o r t e r  r e s i d e n t i a l  d u r a t i o n  w i t h i n  the State 

and m a y  a l s o  s e e k  a g r e a t e r  r e t r o a c t i v e  r e co ve ry .

2. Th e A l a s k a  L e g i s l a t i v e  C o u n c i l  shall u t i l i z e  its 

b e s t  e f f o r t s  to s e c u r e  the e n a c t m e n t ,  d u r i n g  the first r e g u l a r  

s e s s i o n  of the 1 3 t h  A l a s k a  L e g i s l a t u r e ,  of the f o l l o w i n g  

l e g i s l a t i o n ;

(a) L e g i s l a t i o n  w h i c h  t r e a t s  e q u a l l y  all bona fide 

A l a s k a  r e s i d e n t s  of the age of 65 or o l d e r  wi t h r e s p e c t  to t h e ir  

r e s i d e n t i a l  q u a l i f i c a t i o n s  to r e c e i v e  an y " l o n g e v i t y  b on us 

p a y m e n t s "  o r a n y s u b s t i t u t e  b e n e f i t s  f r o m  J u l y  1, 1982  and 

t h e r e a f t e r  for as long as the l e g i s l a t u r e  m a y d e t e r m i n e  to 

c o n t i n u e  s u c h  a p r o g r a m .  B o n a  fide A l a s k a  r e s i d e n t s  are those

- 8 -
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w h o  c o n t i n u o u s l y  r e s i d e d  in the s t a t e  for one y e a r  i m m e d i a t e l y  

p r i o r  to the d at e of e l i g i b i l i t y ;  and

(b) A n y  a p p r o p r i a t i o n  w h i c h  m i g h t  be r e q u i r e d  to fund 

the l e g i s l a t i o n  d e s c r i b e d  in p a r a g r a p h  (a), i n c l u d i n g  the 

r e t r o a c t i v e  p a y m e n t  of bo nus es .

3. If the A l a s k a  L e g i s l a t u r e  p a s s e s  l e g i s l a t i o n

d e s c r i b e d  in 2 (a)-(b) a bo ve  at any time d u r i n g  the first r e g u l a r

s e s s i o n  of the 1 3 t h  A l a s k a  L e g i s l a t u r e  and the G o v e r n o r  si gns  the 

s a i d  l e g i s l a t i o n  or o t h e r w i s e  a l l o w s  2 (a)— (b) to b e c o m e  law so 

t h a t  2 ( a ) - ( b )  w i l l  be e f f e c t i v e  no l a t e r  th an  N i n e t y  days  a f t e r  

e n a c t e d ,  the a b o v e  a c t i o n  s h al l be d i s m i s s e d  wi th  p r e j u d i c e ,  

s u b j e c t  o n l y  tow the d e t e r m i n a t i o n  of a t t o r n e y  fees by the Court.

4. If the a b o v e - c a p t i o n e d  a c t i o n  is d i s n i s s e d  u nd er  

p a r a g r a p h  3 above, all c x a i m s  or r i g h t s  of any c las s m e m b e r  

( ex ce pt  t h os e c l a s s  m e m b e r s  w h o  e x e r c i s e  t h e i r  r ig h t to opt out

u n d e r  R u l e  23 of the A l a s k a  R u l e s  of C i v i l  P r o c e d u r e ) ,  with

r e s p e c t  to the L o n g e v i t y  B o n u s  P r o g r a m ,  s h a l l  be m e r g e d  into the 

j u d g m e n t  of d i s m i s s a l  and e x t i n g u i s h e d ;

5. If the L e g i s l a t i o n  d e s c r i b e d  in 2 ( a )- (b ) a bov e is 

n o r  e n a c t e d  d u r i n g  the f irs t r e g u l a r  s e s s i o n  of the 13th A l a s k a  

L e g i s l a t u r e  o r  in any e v e n t  no l a t e r  t h a n  J u n e  30, 1983, then 

th i s a g r e e m e n t  s h a l l  be null and void, e x c e p t  that the P l a i n t i f f  

a n d  the c l a s s  c e r t i f i e d ,  t o g e t h e r  w i t h  an y a d d i t i o n a l  m e m b e r s ,  if 

t h e r e  is an e n l a r g e m e n t  of the cl ass , m a y  p r o s e c u t e  this case as
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if this a g r e e m e n t  had no t b e e n  e n t e r e d  into, it b e i n g  the in t en t 

of the p a r t i e s  t h a t  c e r t i f i c a t i o n  of the p l a i n t i f f  class, or the

e n l a r g e m e n t  t h e r e o f ,  shall not be a f f e c t e d  if this a g r e e m e n t

b e c o m e s  n u l l  and void;

6 . T h e  o b l i g a t i o n  of the A l a s k a  L e g i s l a t i v e  C o u n c i l  

u n d e r  2 h e r e i n  is c o n t i n g e n t  upo n c e r t i f i c a t i o n  of p l a i n t i f f  

c l a s s  u n d e r  A l a s k a  R u l e  of C i v i l  P r o c e d u r e  23 ( c) , w h i c h  class 

s h a l l  i n c l u d e  e a c h  and e v e r y  i n d i v i d u a l  of the age o f 65 or o l a e  

who, as of J u l y  1, 1982, had c o n t i n u o u s l y  r e s i d e d  one y e a r  

i m m e d i a t e l y  p r e c e d i n g  that da t e w i t h i n  the S t a te  of Alas ka,  and 

in the e v e n t  th at  a class is c e r t i f i e d  w h i c h  is less i n c l u s i v e  

th a n as a b o v e  d e s c r i b e d ,  the S ta te  of A l a s k a  has reserved- the 

r i g h t  to w a i v e  the p r o t e c t i o n s  of this p a r a g r a p h  in w h o l e  or in 

part. N o t h i n g  in this p a r a g r a p h  is i n t e n d e d  to m o d i f y  or af fe c t  

the c e r t i f i c a t i o n  of the cl ass or the r i g h t  of the P l a i n t i f f  to

e n l a r g e  the c l a s s  if this a g r e e m e n t  b e c o m e s  null and void.

D A T E D  t h i s  d a y  of ______________________  , 19 82  .

D A T E D

&

W I L S O N  L. C O N D O N  
A T T O R N E Y  G E N E R A L

D A T E D : n s -

A t t o r n for P l a i n t i f f

H e n r y  J. C a m a r o t  
C a m a r o t ,  S a n d b e r g  & H u n t e r

-10-
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i n c o m e

No 1700 $32 per p e r s o n  - 0 -  
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of the n a t i o n ' s  in p l a c e

p o p u l a t i o n  by of m o n e y

r a i s i n g  the lev e ls  

of n u t r i t i o n  a m o n g  

l o w - i n c o m e  h o u s e h o l d s

4 9 0  65 0  8 1 0  970

Th i s  is net m o n t h l y  
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O r i g i n a l  s p o n s o r s :  B e n n e t t  a n d  F a h r e n k a m p

O f f e r e d :  6 / 1 5 / 8 3
R e f e r r e d :  F i n a n c e

1 I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

2 CS F O R  S E N A T E  B I L L  NO. 219 ( R e s o u r c e s )

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to p r o c e s s i n g  o f  p e r m i t s  b y  s t a t e

7 a g e n c i e s ,  a n d  to a d m i n i s t r a t i o n  of t h e  A l a s k a  c o a s t a l

8 m a n a g e m e n t  p r o g r a m . "

9 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

10 * S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  that

11 (1) the o r d e r l y  d e v e l o p m e n t  of s t a t e  r e s o u r c e s  is b e i n g  u n n e c e s -

12 s a r i l y  d e l a y e d  b y  the l e n g t h  of t i m e  r e q u i r e d  to o b t a i n  a p e r m i t  f r o m  a

13 u t a t e  a g e n c y ,  b y  the c o m p l e x i t y  of th e  p e r m i t  p r o c e s s ,  a n d  b y  t h e  n u m b e r  of

14 a g e n c i e s  i n v o l v e d  i n  the p e r m i t  p r o c e s s ;

15 (2) the u n c e r t a i n t i e s  c r e a t e d  b y  the l a c k  o f  s p e c i f i c  t i m e

16 l i m i t s ,  t h e  p r o l i f e r a t i o n  o f  s t a t e  a g e n c y  revi e w ,  t he  n u m b e r  of s t a t e

17 a g e n c i e s  i n v o l v e d  in the p e r m i t  p r o c e s s ,  an d  duplicative, s t a t e  a g e n c y

18 r e q u i r e m e n t s  fo r  the p r o c e s s i n g  o f  p e r m i t  a p p l i c a t i o n s  h a v e  r e s u l t e d  in

19 e x c e s s i v e  c o s t s  to the p u b l i c  i n  lost e m p l o y m e n t  a n d  h i g h e r  p r i c e s ;

20 (3) u n n e c e s s a r y  d e l a y  in the p r o c e s s i n g  of p e r m i t  a p p l i c a t i o n s

21 is not in the p u b l i c  i n t e r e s t ;  a n d

22 (4) a r e d u c t i o n  i n  th e n u m b e r  of s t a t e  a g e n c y  r e v i e w s  a n d  r e v i e w

23 tim e  r e q u i r e d  i n  the p e r m i t  p r o c e s s  w o u l d  p r o m o t e  the s o c i a l ,  e c o n o m i c  a n d

24 e n v i r o n m e n t a l  h e a l t h  a n d  w e l l  b e i n g  of s t a t e  r e s i d e n t s .

25 * Sec. 2. A S  4 4 . 6 2  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

26 A R T I C L E  8A. P E R M I T  P R O C E S S I N G .

27 Sec. 4 4 . 6 2 . 6 3 2 .  P E R M I T  C L A S S I F I C A T I O N .  (a) A  s t a t e  r e s o u r c e

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

29 i n  o n e  of the f o l l o w i n g  c a t e g o r i e s :

-1- C S S B  2 1 9 (Res )



1 (1) c l a s s  I, f o r  w h i c h  the s t a t e  a g e n c y  m u s t  i s s u e  a f i n a l

2 d e c i s i o n  w i t h i n  30 d ays a f t e r  the d a t e  of r e c e i p t  o f  a c o m p l e t e d

3 a p p l i c a t i o n ;  and

4 (2) c l a s s  II, for w h i c h ,  b e c a u s e  of a n e c e s s a r y  p u b l i c

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

6 w i t h i n  30 d ays; a f i n a l  d e c i s i o n  o n  a c l a s s  I I  p e r m i t  m u s t  b e  i s s u e d

7 w i t h i n  65 d a y s  a f t e r  the d a t e  of r e c e i p t  of a c o m p l e t e d  p e r m i t  a p p l i -

8 c a t i o n ,  u n l e s s  a p u b l i c  h e a r i n g  is h e l d  o n  the p e r m i t ,  i n  w h i c h  c a s e  a

9 f i n a l  d e c i s i o n  m u s t  be i s s u e d  w i t h i n  85 d a y s  of t h e  d a t e  o f  r e c e i p t .

10 (b) E a c h  s t a t e  r e s o u r c e  a g e n c y  s h a l l  a d o p t  f i n a l  r e g u l a t i o n s

11 c l a s s i f y i n g  its p e r m i t s  by O c t o b e r  1, 1983, f o l l o w i n g  a p p r o p r i a t e

12 n o t i c e  a n d  h e a r i r g .  P e r m i t s  a p p l i e d  for a f t e r  O c t o b e r  1, 1983, m u s t

13 b e  i s s u e d  i n  a c c o r d a n c e  w i t h  t h e  tim e  p e r i o d s  s p e c i f i e d  i n  (a) of t h i s

14 s e c t i o n ,  a n d  th e p r o v i s i o n s  of the i m p l e m e n t i n g  r e g u l a t i o n s .

15 Sec. 4 4 . 6 2 . 6 3 3 .  O T H E R  R E G U L A T O R Y  R E Q U I R E M E N T S  F O R  P E R M I T  PRO -

16 C E S S I N G .  (a) A n  a p p l i c a n t  a n d  a r e s o u r c e  a g e n c y  m a y  a g r e e  to w a i v e

17 t h e  t i m e  l i m i t  u n d e r  A S  4 4 . 6 2 . 6 3 2 ( a ) .

18 (b) U p o n  a f i n d i n g  b y  th e  h e a d  of  a r e s o u r c e  a g e n c y  t h a t  a

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

20 i s s u e s  so t h a t  th e  a g e n c y  c a n n o t  r e n d e r  a f i n a l  d e c i s i o n  w i t h i n  the

21 t i m e  p e r i o d  s p e c i f i e d  in A S  4 4 . 6 2 . 6 3 2 ,  th e  h e a d  of th e  a g e n c y  m a y

22 p r e s c r i b e  a  t i m e  p e r i o d  w i t h i n  w h i c h  the f in a l  d e c i s i o n  w i l l  be m a d e .

23 T h e  f i n d i n g  of the h e a d  of t h e  a g e n c y  m a y  be a p p e a l e d  b y  the a p p l i c a n t

24 to the s u p e r i o r  c o u r t  u n d e r  th e  A p p e l l a t e  R u l e s  o f  P r o c e d u r e .

25 (c) S u b j e c t  to che p r o v i s i o n s  of (a) a n d  (b) of t his s e c t i o n  a n d

26 A S  4 4 . 6 2 . 6 3 2 ,  if the r e s o u r c e  a g e n c y  f a i l s  to m a k e  a f i n a l  d e c i s i o n

27 w i t h i n  30 d a y s  a f t e r  th e  r e c e i p t  of an a p p l i c a t i o n  f o r  a c l a s s  I

28 p e r m i t  o r  w i t h i n  t h e  t im e  s p e c i f i e d  in A S  4 4 . 6 2 . 6 3 2 ( a ) ( 2 )  f o r  a c l a s s

29 II p e r m i t ,  the p e r m i t  a p p l i c a t i o n  is ap p r o v e d .

C S S B  2 1 9 ( R e s ) -2-



1 (d) U n l e s s  o t h e r w i s e  r e q u i r e d  b y  law, a s t a t e  a g e n c y  m a y  n o t

2 c o n d i t i o n  the i s s u a n c e  o f  a p e r m i t  u p o n  the i s s u a n c e  o f  a p e r m i t  f r o m

3 a n o t h e r  g o v e r n m e n t a l  a g e n c y .

4 (e) T h e  t i m e  p e r i o d  s p e c i f i e d  i n  A S  4 4 . 6 2 . 5 3 2 ( a )  m a y  be e x t e n d e d

5 if n e c e s s a r y  to f a c i l i t a t e  j o i n t  p r o c e s s i n g  r>f a p e r m i t  a p p l i c a t i o n  b y

6 s t a t e  a n d  f e d e r a l  a g e n c i e s ,  b u t  o n l y  i f  a d h e n  .ce to t h e t i m e  p e r i o d s

7 e s t a b l i s h e d  i n  AS 4 4 . 6 2 . 6 3 2 ( a )  w o u l d  ca u s e  a c o n f l i c t  w i t h  f e d e r a l

8 s t a t u t e  o r  r e g u l a t i o n .

9 (f) In p e r f o r m i n g  its f u n c t i o n s  u n d e r  t h i s  s e c t i o n ,  t h e  l e a d

10 a g e n c y  shall c o n s u l t  w i t h  o t h e r  r e s r u r c e  a g e n c i e s  a n d  w i t h  c o a s t a l

11 r e s o u r c e  d i s t r i c t s  u n d e r  A S  46.40. 1>e l e a d  a g e n c y  s h a l l  c o n s i d e r

12 d o c u m e n t e d  facts, d a t a , o p i n i o n ,  c o n c l u s i o n s ,  o r  r e c o m m e n d a t i o n s

13 s u b m i t t e d  by t he  c o m m e n t i n g  a g e n c y  a n d the c o a s t a l  r e s o u r c e  d i s t r i c t s

14 w i t h  an a p p r o v e d  d i s t r i c t  c o a s t a l  m a n a g e m e n t  p r o g r a m ,  w i t h i n  t h e i r

15 a r e a s  o f  e x p e r t i s e ,  but  may ,  i n  its d i s c r e t i o n ,  r e a c h  c o n t r a r y  o p i n -

16 ions, c o n c l u s i o n s  o r  r e c o m m e n d a t i o n s  a c c o r d i n g  to the w e i g h t  of th e

17 e v i d e n c e  r e c e i v e d .  T h e  lead a g e n c y  s h a l l  b a l a n c e  c o m p e t i n g  f a c t o r s  i n

18 r e a c h i n g  its f i n a l  d e c i s i o n .  Mo r e s o u r c e  a g e n c y  o t h e r  t h a n  t h e  l e a d

19 a g e n c y  h a s  p r i m a r y  e x p e r t i s e  i n  the b a l a n c i n g  o f  c o m p e t i n g  f a c t o r s .

20 Sec. 4 4 . 6 2 . 6 3 4 .  A D D I T I O N A L  I N F O R M A T I O N .  (a) If a r e s o u r c e

21 a g e n c v  r e c e i v e s  a p e r m i t  a p p l i c a t i o n  that d o e s  n o t  c o n t a i n  s u f f i c i e n t

22 i n f o r m a t i o n  c o n c e r n i n g  c o m p l i a n c e  w i t h  the a g e n c y ' s  s t a t u t e s  a n d

23 r e g u l a t i o n s ,  t h e  a g e n c y  s h a l l  n o t i f y  th e  a p p l i c a n t  w i t h i n  15 d a y s

24 a f t e r  r e c e i p t  of a p e r m i t  a p p l i c a t i o n  f o r  a c l a s s  I p e r m i t ,  a n d  w i t h i n

25 30 d a y s  a f t e r  r e c e i p t  f o r  a c l a s s  II p e r m i t .

26 (b) T h e  n o t i f i c a t i o n  m u s t  s p e c i f y  t ho s e  p a r t i c u l a r  f a c t s  o r

27 i s s u e s  c o n c e r n i n g  t h e  p r o p o s a l  u p o n  w h i c h  the a g e n c y  r e q u i r e s  a d d i -

28 t i o n a l  i n f o r m a t i o n  in  o r d e r  to d e t e r m i n e  w h e t h e r  th e  p r o j e c t  w i l l

29 c o n f o r m  to the a g e n c y ' s  s t a t u t e s  a n d  r e g u l a t i o n s .
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1 (c) If a t i m e l y  r e q u e s t  u n d e r  (a) a n d  (b) of t h i s  s e c t i o n  is

2 m a d e , the t ime p e r i o d  s p e c i f i e d  i n  A S  4 4 . 6 2 . 6 3 2  is s u s p e n d e d  f r o m  th e

3 d a t e  of r e q u e s t  to t h e  d a t e  o f  f u l l  c o m p l i a n c e  w* t h  t h e  r e q u e s t .

4 S u b s e q u e n t  r e q u e s t s  f o r  a d d i t i o n a l  i n f o r m a t i o n  m a y  b e  m a d e ,  b u t  m u s t

5 r e l a t e  o n l y  to n e w  i s s u e s  r a i s e d  by t h e  r e s p o n s e  to t h e  i n i t i a l  n o t i -

6 f i c a t i o n .

7 Sec. 4 4 . 6 2 . 6 3 5 .  L E A D  A G E N C Y .  (a) T h e r e  is e s t a b l i s h e d  a l e a d

8 a g e n c y  that is s o l e l y  r e s p o n s i b l e  f o r  i s s u i n g  c o a s t a l  m a n a g e m e n t

9 c o n s i s t e n c y  d e t e r m i n a t i o n s  u n d e r  A S  4 6 . 4 0 .  F o r  r e s o u r c e  d e v e l o p m e n t

10 a c t i v i t i e s  on s t a t e  a n d  fedex*al land, w a t e r ,  a n d  s u b m e r g e d  land, th e

11 l e a d  a g e n c y  is t h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .  I n  all o t h e r

12 cases, th e  l e a d  a g e n c y  is tha t  r e s o u r c e  a g e n c y  t h a t  h a s  p r i n c i p a l

13 a d m i n i s t r a t i v e  r e s p o n s i b i l i t y  fo r  t h e  t y p e  of d e v e l o p m e n t  f o r  w h i c h

14 the c o n s i s t e n c y  d e t e r m i n a t i o n  is r e q u i r e d ,  e v e n  t h o u g h  t h e  d e v e l o p m e n t

15 m a y  r e q u i r e  p e r m i t s  f r o m  m o r e  t h a n  o n e  r e s o u r c e  ag e n c y .  T h e  l e a d

16 a g e n c y  is s o l e l y  r e s p o n s i b l e  f o r  p r e p a r i n g  and s u b m i t t i n g  s t a t e  cora-

17 m e n t s  o n  f e d e r a l  p e r m i t  a p p l i c a t i o n s .  F o r  c l a s s e s  o f  a c t i v i t i e s  for

18 w h i c h  no a g e n c y  w i t h  p r i n c i p a l  r e s p o n s i b i l i t y  e x i s t s  t h e  g o v e r n o r

19 s h a l l  d e s i g n a t e  a r e s o u r c e  a g e n c y  to b e  a l ead a g e n c y  f o r  e a c h  c l a s s

20 b y  a d m i n i s t r a t i v e  o r d e r  n o  l a t e r  t h a n  O c t o b e r  1, 1983.

21 (b) E x c e p t  as r e q u i r e d  b y  f e d e r a l  l a w  no s t a t e  a g e n c y  o t h e r  t h a n

22 the l e a d  a g e n c y  m a y  c o m m e n t  to a f e d e r a l  p e r m i t t i n g  a g e n c y .

23 (c) Fo r  a c t i v i t i e s  i n v o l v i n g  a p p r o v a l  of a p l a n  o f  o p e r a t i o n  a n d

24 a c e r t i f i c a t e  u n d e r  33 U . S. C .  1 3 4 1  (sec. 4 0 1  of th e  C l e a n  W a t e r  Act),

25 th e  l e a d  a g e n c y  s h a l l  b e  the D e p a r t m e n t  of  N a t u r a l  R e s o u r c e s .

2G (d) F o r  a c t i v i t i e s  o c c u r r i n g  o n  p r i v a t e l y  o w n e d  land, a n d  fo r

27 w h i c h  one or m o r e  s t a t e  p e r m i t s  o r  a d i s p o s a l  o f  i n t e r e s t  i n  s t a t e

28 l a n d  is r e q u i r e d  to p r o v i d e  a c c e s s  to the p r i v a t e l y  o w n e d  land, o r  fo r

29 p u r p o s e s  o t h e r w i s e  a n c i l l a r y  to the a c t i v i t y ,  the l e a d  a g e n c y  s h a l l  b e
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1 th e D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .

2 (e) N o t h i n g  i n  thi s  s e c t i o n  or A S  4 6 . 4 0  a u t h o r i z e s  a l e a d  a g e n c y

3 o r  an y  r e s o u r c e  a g e n c y  to d e n y  o r  c o n d i t i o n  a c o n s i s t e n c y  d e t e r m i n a -

4 t i o n  b e c a u s e  of e f f e c t s  t h a t  m a y  b e  c a u s e d  b y  a c t i v i t i e s  n o t  t h e m -

5 s e l v e s  r e q u i r i n g  a s t a t e  o r  f e d e r a l  p e r m i t  o r  d i s p o s a l  o f  i n t e r e s t  in

6 s t a t e  land.

7 (f) I n  m a k i n g  a c o n s i s t e n c y  d e t e r m i n a t i o n  u n d e r  t his s e c t i o n  f o r

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

9 d i s t r i c t  w i t h  a n  a p p r o v e d  d i s t r i c t  p l a n , the l e a d  a g e n c y  or any re-

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

11 l i n e s  a d o p t e d  by t h e  A l a s k a  C o a s t a l  P o l i c y  C o u n c i l  u n d e r  A S  4 6 . 4 0 . -

12 0 4 0 ( 1 ) .

13 * Sec. 3. A S  4 4 . 6 2 . 6 3 6  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

14 (c) A s  u s e d  i n  AS 4 4 . 6 2 . 6 3 2  - 4 4 . 6 2 . 6 3 5 ,

15 (1) " d a t e  o f  r e c e i p t "  m e a n s  th e  d a t e  o n  w h i c h  a s t a t e

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

17 a g e n c y  r e g u l a t i o n s  a n d  at a p l a c e  i d e n t i f i e d  as a p p r o p r i a t e  f o r  f i l i n g

18 i n  the a g e n c y ' s  r e g u l a t i o n s ;

19 (2) " p e r m i t "  m e a n s  a p e r m i t ,  l i c e n s e ,  c e r t i f i c a t i o n ,  con-

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

21 o t h e r  g o v e r n m e n t a l  e n t i t i e s ,  or o t h e r  a u t h o r i z a t i o n  o r  a p p r o v a l  i s s u e d

22 b y  a r e s o u r c e  a g e n c y  as a w r i t t e n  d o c u m e n t  t h a t  is r e q u i r e d  t o  be

23 o b t a i n e d  o r  is s o l i c i t e d  f r o m  a s t a t e  a g e n c y  b e f o r e  the c o n s t r u c t i o n

24 o r  o p e r a t i o n  of a p r o j e c t ;  " p e r m i t "

25 (A) d o e s  n o t  i n c l u d e  th e  a p p r o v a l  of a u n i t  a g r e e m e n t ,

26 a u n i t  d e v e l o p m e n t  p l a n ,  o r  a  u n i t  e x p l o r a t i o n  p lan, o r  c o n v e y -

27 a n c e s  of i n t e r e s t  in s t a t e  l a n d  o r  w a t e r ;

28 (B) d o e s  i n c l u d e  all a u t h o r i z a t i o n s  a n d  a p p r o v a l s ,

29 w h e t h e r  p r o p r i e t a r y  o r  r e g u l a t o r y ,  n e c e s s a r y  to u n d e r t a k e  a
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p r o j e c t  u n d e r  a p r e v i o u s l y  c o n v e y e d  p r o p e r t y  i n t e r e s t ;

(3) " p r o j e c t "  m e a n s  a n e w  a c t i v i t y  o r  e x p a n s i o n  or a d d i t i o n  

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

s t r u c t i o n  or o p e r a t i o n ;  " p r o j e c t "  d o e s  not i n c l u d e  p u r s u i n g  a t r a d e  o r  

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

i n s t i t u t i o n ;

(4) " r e s o u r c e  a g e n c y "  i n c l u d e s  the D e p a r t m e n t  of N a t u r a l  

R e s o u r c e s ,  the D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n ,  a n d  t h e  

D e p a r t m e n t  of F i s h  a n d  G a m e  w i t h  r e s p e c t  to p e r m i t s  i s s u e d  f o r  t h e  

p r o t e c t i o n  of fi s h  h a b i t a t  o r  th e  r e g u l a t i o n  of s t a t e  s a n c t u a r i e s ,  

r e f u g e s ,  a n d  c r i t i c a l  h a b i t a t  ar e a s .
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LEGISLATIVE AFFAIRS AGENCY

I: F I: 0 V A M D U U J u n e  23, 1983

S U E J E C T : S e c t i o n a l  a n a l y s i s  o f  C S S E  219  ( R e s o u r c e s )

TO: S e n a t o r  E e t t y e  F a h r o n k a n p
C h a i r m a n ,  S e r a t e  R e s o u r c e s  C o m m i t t e e

FROII: B i l l y  G. E e r r i e r
D i r e c t o r
D i v i s i o n  of L e g a l  S e r v i c e s

Y o u  h a v e  r e q u e s t e d  a s e c t i o n a l  a n a l y s i s  o f  C S S B  219 
( R e s o u r c e s ).

S e c t i o n  1. c o n t a i n s  l e g i s l a t i v e  f i n d i n g s .  E s s e n t i a l l y  t h e  
f i n d i n g s  are t h a t  the  p r e s e n t  s y s t e m  o f  p r o c e s s i n g  p e r m i t s  
r e s u l t s  in u n n e c e s s a r y  d e l a y  a n d  e x c e s s i v e  c o s t s  in d e v e l c n  
n e n t  of s t a t e  r e s o u r c e s  a n d  t h a t  r e d u c t i o n  in the n u m b e r  of 
s t a t e  a g e n c i e s  i n v o l v e d  a n d  th e t i m e  r e q u i r e d  to p r o c e s s  
p e r m i t s  w o u l d  b e  in the p u b l i c  i n t e r e s t .

S e c t i o n  2 ad ds  a n e w  a r t i c l e  to A S  4 4 . 6 2  c o n c e r n i n g  p e r m i t  
p r o c e s s i n g  c o n s i s t i n g  of  Secs. 4 4 . 6 2 . 6 3 2  - 636.

S e c t i o n  4 4 . 6 2 . 6 3 2  r e q u i r e s  s t a t e  r e s o u r c e  a g e n c i e s  to 
c l a s s i f y  p e r m i t s  b y r e g u l a t i o n  a d o p t e d  b y  O c t o b e r  1, 1983. 
P e r m i t s  a f t e r  t h a t  d a t e  m u s t  be i s s u e d  in a c c o r d a n c e  w i t h  
the  t i m e  p e r i o d s  s p e c i f i e d .  T w o  c l a s s e s  o f  p e r m i t s  are 
e s t a b l i s h e d .  T h e s e  are:

(1) C l a s s  I on w h i c h  the  f i n a l  d e c i s i o n  m u s t  b e  m a d e
in 30 days, a n d

(2) C l a s s  II o n w h i c h ,  b e c a u s e  of  n e c e s s a r y  p u b l i c
n o t i c e  or a g e n c y  r e v i e w ,  the f i n a l  d e c i s i o n  m u s t  
be m a d e  in 65 da ys  u n l e s s  a p u b l i c  h e a r i n g  is 
r e q u i r e d  in w h i c h  c a s e  the p e r i o d  is 85 days.

S e c t i o n  4 4 . 6 2 . 6 3 3  e s t a b l i s h e s  o t h e r  r e g u l a t o r y  r e q u i r e m e n t s

(a) A l l o w s  w a i v e r  by  the a p p l i c a n t  a n d  a g e n c y  of  the



S e n a t o r  B o t t y e  F a l i r e n h r r . ip
P a c e  2
J u n e  2 3 ,  1 9 8 3

tim.e re qui r c m o n t  s in Sec. 4 4 , 6 2 . 6 3 2 .

(b) A l l o w s  the h e a d  of  a r e s o u r c e  a g e n c y  to p r e s c r i b e
a l o n g e r  t i m e  p e r i o d  t h a n  t h a t  e s t a b l i s h e d  in
Sec. 4 4 . 6 2 . 6 3 2  if u n u s u a l l y  c o m p l e x  i s s u e s  are 
i n v o l v e d .  T h i s  d e c i s i o n  m a y  b e  a p p e a l e d  to the 
S u p e r i o r  Court.

(c) P r o v i d e s ,  s u b j e c t  to (a) o r  (b) a b o v e  if the f i n a l
d e c i s i o n  is n o t  m a d e  in the  p r e s c r i b e d  time p e r i o d
the p e r m i t  a p p l i c a t i o n  is a p p r o v e d .

(d) P r o v i d e s  i s s u a n c e  o f  a p e r m i t  m a y  n o t  be  c o n­
d i t i o n e d  on o b t a i n i n g  a n o t h e r  p e r m i t  u n l e s s  the 
c o n d i t i o n  is r e q u i r e d  by  law.

(a) T h e  time p e r i o d s  m a y  b e  e x t e n d e d  to a l l o w  j o i n t  
f e d e r a l  - s u a t e  p e r m i t  p r o c e s s i n g  if the ti me  
p e r i o d s  p r e s e n t e d  w o u l d  c a u s e  a c o n f l i c t  w i t h  
f e d e r a l  "lav or r e g u l a t i o n s .

(f) A  l e a d  a g e n c y  s h a l l  c o n s u l t  w i t h  o t h e r  r e s o u r c e  
a g e n c i e s  and c o a s t a l  r e s o u r c e  d i s t r i c t s  in p e r­
f o r m i n g  its f u n c t i o n s .  It n a y  c o n s i d e r  d o c u m e n­
ta t i o n  s u b m i t t e d  b y a c o m m e n t i n g  a g e n c -  nr 
r e s o u r c e  d i s t r i c t  b u t  n a y  r e a c h  its own 
c o n c l u s i o n s  b a s e d  on  che w e i g h t  of  e v i d e n c e .  T h e  
l e a d  a g e n c y  s h a l l  b a l a n c e  c o m p e t i n g  f a c t o r s  in 
r e a c h i n g  its f i n a l  d e c i s i o n s .  N o  o t h e r  a g e n c y  hr 
p r i m a r y  e x p e r t i s e  in b a l a n c i n g  c o m p e t i n g  f a c t o r s .

S e c t i o n  4 4 . 6 2 . 6 3 4  r e g u l a t e s  r e q u i r e m e n t s  of  a d d i t i o n a l  i n­
f o r m a t i o n  .

(a) If a p e r m i t  a p p l i c a t i o n  d oc s n o t  c o n t a i n  
s u f f i c i e n t  i n f o r m a t i o n  c o n c e r n i n g  c o m p l i a n c e  w i t h  
l a w  an d r e g u l a t i o n s  the a g e n c y  m u s t  n o t i f y  the 
a p p l i c a n t  w i t h i n  15 d a y s  fo r a C l a s s  I p e r m i t  a n d  
w i t h i n  30 days  f o r  a C l a s s  II p e r m i t  a f t e r  d a t e  of 
r e c e i p t  of  the a p p l i c a t i o n .

(b) P r o v i d e s  the n o t i f i c a t i o n  s h a l l  s p e c i f y  the 
a d d i t i o n a l  i n f o r m a t i o n  r e q u i r e d .

(c) P r o v i d e s  th a t if a r e q u e s t  is m a d e  u n d e r  (a) or
(b) the t im e p e r i o d  fo r f i n a l  d e c i s i o n  is 
s u s p e n d e d  f r o m  the d a t e  o f  the r e q u e s t  u n t i l  the
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r a q u e s c  if.' c o m p l i e d  w i t h .  A d d i t i o n a l  r e q u e s t s  n a y  
be nacte o n l y  if t h e y  r e l a t e  to n e w  i ss u e s  r a i s e d  
b y  tl.j r e s p o n s e .

S e c t i o n  4 4 . 6 2 . 6 3 5  r e l a t e s  to l e a d  a g e n c i e s  w h i c h  s o l e l y  are 
r e s p o n s i b l e  f o r  i s s u i n g  c oa sta l m a n a g e m e n t  c o n s i s t e n c y  d e­
t e r m i n a t i o n s  u n d e r  A S  44.40.

(a) E s t a b l i s h  l e a d  a g e n c i e s .

(1) F o r  r e s o u r c e  d e v e l o o m e n t  o n  s t a t e  a nd  f e d e r a l  
l a n d  o r w a t e r  t h e  l e a d  a g e n c y  is the 
D e p a r t m e n t  of  h a t u r n !  R e s o u r c e s .

(2) In o t h e r  c a s e s  t h e  l e a d  a g e n c y  is the a g e n c y  
w i t h  p r i n c i p a l  a d m i n i s t r a t i o n  r e s p o n s i b i l i t y  
f o r  the type o f  d e v e l o p m e n t  f o r  w h i c h  the 
d e t e r m i n a t i o n  in r o o u i r e d  e v e n  t h o u g h  p e r m i t s  
m a y  be r e q u i r e d  f r o m  m o r e  t h a n  o n e  a ge nc y.
If no  a g e n c y  ha s p r i n c i p a l  r e s p o n s i b i l i t y  the 
g o v e r n o r  shall d e s i g n a t e  a r e s o u r c e  a g e n c y  an 
n le a d a g e n c v  fo r  e a c h  c l a s s  bv O c t o b e r  1, 
1 9 G 3 .

1.1 ) U n l e s s  r e q u i r e d  b y  fede ral  l a w  n o  s t a t e  a g e n c y
e t h e r  th an  the l e a d  a g e n c y  r a y  c o m m e n t  tc a 
f e d e r a l  p e r m i t t i n g  a g e n c y .

(c) T h e  le ad  a g e n c y  f o r  a c t i v i t i e s  i n v o l v i n g  a p l a n  of
o p e r a t i o n  a n d  c e r t i f i c a t e  u n d e r  Sec. 401 of the 
f e d e r a l  C l e a n  W a t e r  A c t  the  l e a d  a g e n c y  is the 
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .

(d) If a c t i v i t i e s  f o r  w h i c h  a c o n s i s t e n c y
d e t e r m i n a t i o n  is r e q u i r e d  o c c u r s  o n’ p r i v a t e  l a n d  
bu t a p e r m i t  to u s e  or a disposal, of s t a t e  l a n d  is
i n v o l v e d  the le a d a g e n c y  is the D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s .

(e) T h i s  s e c t i o n  a n d  A S 4 6 . 4 0  do n o t  a u t h o r i s e  a 
r e s o u r c e  a g e n c y  to d e n y  or c o n d i t i o n  a c o n s i s t e n c y  
d e t e r m i n a t i o n  b e c a u s e  o f e f f e c t s  c a u s e d  by  
a c t i v i t i e s  not t h e m s e l v e s  r e q u i r i n g  a p e r m i t  o r  a 
d i s p o s a l  of  s t a t e  land.

(f) If the  a c t i v i t y  for which* the c o n s i s t e n c y
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c ateiT.inanion ir. r e q u i r e d  o c c u r s  ouc-r.co. a c o a s t a l  
r o s c u r c c  d i s t r i c t  v i c h  rn a p p r o v e d  d i s t r i c t  plr.n 
the a g e n c y  m a y  o n l y  c o n s i d e r  s t a t e w i d e  s t a n d a r d s  
a n d  g u i d e l i n e s  a d o p t e d  by the  A l a s k a  C o a s t a l  
P o l i c y  C o u n ci l.

S e c t i o n  <d4 . G 2 . 6 3 o d e f i n e s  t e r ns  u s e d  in the  A r t i c l e .

(1 ) " d a t e  of  r e c e i p t "  m e a n s  the d a t e  an a g e n c y  
p h y s i c a l l y  r e c e i v e s  a n  a p p l i c a t i o n  f i l e d  in 
a c c o r d a n c e  w i t h  r e g u l a t i o n s  at the p l a c e  
i d e n t i f i e d  as a p p r o p r i a t e  fo r r e c e i v i n g  filing.

(2) " p e r m i t "  is b r o a d l y  d e f i n e d  as an a u t h o r i s a t i o n  or 
a p p r o v a l  i s s u e d  on  a w r i t  ter d o c u m e n t  that is 
r e q u i r e d  b e f o r e  c o n s t r u c t i o n  o r  o p e r a t i o n  o f  a 
p r o j e c t .  It i n c l u d e s  a u t h o r i s a t i o n  or a p p r o v a l s  
n e c e s s a r y  to u n d e r t a k e  a p r o j e c t  o n  p r e v i o u s l y  
c o n v e y e d  s t a t e  p r o p e r t y .  It d o e s  n o t  i n c l u d e  the 
a p p r o v a l  o f a u n i t  a g r e e m e n t ,  a u n i t  d e v e l o p m e n t  
pl an, or a u n i t  e x p l o r a t i o n  p l an,  c r  c o n v e y a n c e s  
of i n t e r e s t  in s t a t e  l a n d  o r  w a t e r .

(3) " p r o j e c t "  m e a n s  a n e w  a c t i v i t y  cr  e x p a n s i o n  or 
a d d i t i o n  to an e x i s t i n g  a c t i v i t y  f o r  w h i c h  a 
p e r m i t  is r e q u i r e d .  It d o e s  n o t  i n c l u d e  an o c c u ­
p a t i o n a l  l i c e n s e ,  p r o v i d i n g  p u b l i c  h e a l t h  s<"-vices 
or o p e r a t i n g  a f i n a n c i a l  i n s t i t u t i o n .

(4) " r e s o u r c e  a g e n c y "  i n c l u d e s  (1) the D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s ,  (2) the D e p a r t m e n t  of E n v i r o n­
m e n t a l  C o n s e r v a t i o n ,  (3) the D e p a r t m e n t  o f F i s h  
a n d  C a m e  w i t h  r e s p e c t  to p e r m i t s  i s s u e d  fo r the 
p r o t e c c i n  o f  f i s h  h a b i t a t  or  the r e g u l a t i o n  of 
s t a t e  s a n c t u a r i e s ,  r e f u g e s ,  a n d  c r i t i c a l  h a b i t a t  
a r e a s .



O f f e r e d :  6 / 1 5 / 8 3
R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  B e n n e t t  a n d  F a h r e n k a m p

1 IN T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

2 CS F O R  S E N A T E  B I L L  NO. 219 ( R e s o u r c e s )

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

A T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to p r o c e s s i n g  of p e r m i t s  b y  s t a t e

7 a g e n c i e s ,  a n d  to a d m i n i s t r a t i o n  of t h e  A l a s k a  c o a s t a l

8 m a n a g e m e n t  p r o g r a m . "

9 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

10 * S e c t i o n  i. F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  t h a t

11 (1) the o r d e r l y  d e v e l o p m e n t  of s t a t e  r e s o u r c e s  is b e i n g  u n n e c e s -

12 s a r i l y  d e l a y e d  b y  th e  l e n g t h  of t i m e  r e q u i r e d  to o b t a i n  a p e r m i t  f r o m  a

13 s t a t e  a g e n c y ,  by t h e  c o m p l e x i t y  of the p e r m i t  p r o c e s s ,  a n d  by t h e  n u m b e r  o f

14 a g e n c i e s  i n v o l v e d  i n  the p e r m i t  p r o c e s s ;

15 (2) the u n c e r t a i n t i e s  c r e a t e d  b y  the l a c k  o f  s p e c i f i c  t i m e

16 limi t s , th e  p r o l i f e r a t i o n  of s t a t e  a g e n c y  r e v i e w ,  the n u m b e r  of s t a t e

17 a g e n c i e s  i n v o l v e d  i n  the p e r m i t  p r o c e s s ,  a n d  d u p l i c a t i v e  s t a t e  a g e n c y

18 r e q u i r e m e n t s  fo r  the p r o c e s s i n g  of p e r m i t  a p p l i c a t i o n s  h a v e  r e s u l t e d  i n

19 e x c e s s i v e  c o 3 t s  to the p u b l i c  in lost e m p l o y m e n t  a n d  h i g h e r  p r i c e s ;

20 (3) u n n e c e s s a r y  d e l a y  in the p r o c e s s i n g  of p e r m i t  a p p l i c a t i o n s

21 is not i n  the p u b l i c  i n t er e s t ;  and

22 (4) a r e d u c t i o n  in  the n u m b e r  of s t a t e  a g e n c y  r e v i e w s  a n d  r e v i e w

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

24 e n v i r o n m e n t a l  h e a l t h  a n d  w e l l  b e i n g  of s t a t e  r e s i d e n t s .

25 * Sec. 2. AS  4 4 . 6 2  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

26 A R T I C L E  8A. P E R M I T  P R O C E S S I N G .

27 Sec. 4 4 . 6 2 . 6 3 2 .  P E R M I T  C L A S S I F I C A T I O N .  (a) A  s t a t e  r e s o u r c e

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

29 in o n e  of the f o l l o w i n g  c a t e g o r i e s :
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1 (1) c lass I, f o r  w h i c h  the s t a t e  a g e n c y  m u s t  i s s u e  a f i n a l

d e c i s i o n  w i t h i n  30 d a y s  a f t e r  t h e  d a t e  of r e c e i p t  of a c o m p l e t e d

a p p l i c a t i o n ;  and

(2) c lass II, f o r  w h i c h ,  b e c a u s e  of a n e c e s s a r y  p u b l i c  

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

w i t h i n  30 d a y s ;  a f i n a l  d e c i s i o n  o n  a class II p e r m i t  m u s t  be i s s u e d

w i t h i n  65 d a y s  a f t e r  th e  d a t e  o f  r e c e i p t  of a c o m p l e t e d  p e r m i t  a p p l i­

cat i o n ,  u n l e s s  a p u b l i c  h e a r i n g  is h e l d  o n  the p e r m i t ,  in  w h i c h  c a s e  a 

f i n a l  d e c i s i o n  m u s t  b e  i s s u e d  w i t h i n  85 d ay s  of t h e  d a t e  o f  r e c e i p t .

(b) E a c h  s t a t e  r e s o u r c e  a g e n c y  s h a l l  a d o p t  f i n a l  r e g u l a t i o n s  

c l a s s i f y i n g  its p e r m i t s  b y  O c t o b e r  1, 1983, f o l l o w i n g  a p p r o p r i a t e

n o t i c e  a n d  h e a r i n g .  P e r m i t s  a p p l i e d  f o r  a f t e r  O c t o b e r  1, 1983, m u s t

b e  i s s u e d  i n  a c c o r d a n c e  w i t h  t h e  tim e p e r i o d s  s p e c i f i e d  i n  (a) o f  t h i s  

s e c t i o n ,  a n d  t h e  p r o v i s i o n s  of th e  i m p l e m e n t i n g  r e g u l a t i o n s .

Sec. 4 4 . 6 2 . 6 3 3 .  O T H E R  R E G U L A T O R Y  R E Q U I R E M E N T S  F O R  P E R M I T  P R O­

CE S S I N G .  (a) A n  a p p l i c a n t  a n d  a r e s o u r c e  a g e n c y  m a y  a g r e e  to w a i v e  

the t i m e  l i m i t  u n d e r  A S  4 4 . 6 2 . 6 3 2 ( a ) .

(b) U p o n  a f i n d i n g  by  t h e  h e a d  o f  a r e s o u r c e  a g e n c y  t h a t  a 

p e r m i t  b e i n g  c o n s i d e r e d  b y  the a g e n c y  i n v o l v e s  u n u s u a l l y  c o m p l e x  

i s s u e s  sc t h a t  the a g e n c y  c a n n o t  r e n d e r  a f i n a l  d e c i s i o n  w i t h i n  th e

i
t i m e  p e r i o d  s p e c i f i e d  i n  AS 4 4 , 6 2 . 6 3 2 ,  t h e  h e a d  of th e  a g e n c y  m a y  

p r e s c r i b e  a t i m e  p e r i o d  w i t h i n  w h i c h  th e  f in a l  d e c i s i o n  w i l l  b e  m a d e .  

T h e  f i n d i n g  of the h e a d  of the a g e n c y  m a y  be a p p e a l e d  b y  the a p p l i c a n t  

to the s u p e r i o r  c o ur t  u nd e r - t h e  A p p e l l a t e  R u l e s  o f  P r o c e d u r e .

(c) S u b j e c t  to th e  pi'ovisions of (a) a n d  (b) of thi s  s e c t i o n  a n d

A S  4 4 . 6 2 . 6 3 2 ,  if th e  r e s o u r c e  a g e n c y  f ails to m a k e  a f i na l  d e c i s i o n

w i t h i n  30 d a y s  a f t e r  t h e  r e c e i p t  of a n  a p p l i c a t i o n  f o r  a  c l a s s  I

p e r m i t  or w i t h i n  the t i m e  s p e c i f i e d  i n  A S  4 4 . 6 2 . 6 3 2 ( a ) ( 2 )  for a c l a s s

II p e r m i t ,  the p e r m i t  a p p l i c a t i o n  is a p p ro v e d .

C S S P  2 1 9 (Res) -2-
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1 (d) U n l e s s  o t h e r w i s e  r e q u i r e d  by law, a s t a t e  a g e n c y  m a y  n o t

2 c o n d i t i o n  t h e  i s s u a n c e  of  a p e r m i t  u p o n  the i s s u a n c e  of a p e r m i t  f r o m

3 a n o t h e r  g o v e r n m e n t a l  a g e n c y ,

4 (e) T h e  L me p e r i o d  s p e c i f i e d  in A S  4 4 . 6 2 , 6 3 2 (a) m a y  b e  e x t e n d e d

5 if n e c e s s a r y  to f a c i l i t a t e  j o i n t  p r o c e s s i n g  o f  a p e r m i t  a p p l i c a t i o n  by

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

7 e s t a b l i s h e d  i n  AS 4 4 . 6 2 . 6 3 2 ( a )  w o u l d  c a u s e  a c o n f l i c t  w i t h  f e d e r a l

8 s t a t u t e  o r  r e g u l a t i o n .

9 (f) In p e r f o r m i n g  its f u n c t i o n s  u n d e r  t h i s  s e c t i o n ,  t h e  l e a d

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

11 r e s o u r c e  d i s t r i c t s  u n d e r  AS 4 6.40. Th e  l e a d  a g e n c y  s h a l l  c o n s i d e r

12 d o c u m e n t e d  facts, data, o p i n i o n ,  c o n c l u s i o n s ,  o r  r e c o m m e n d a t i o n s

13 s u b m i t t e d  t>y t h e  c o m m e n t i n g  a g e n c y  and t h e  c o a s t a l  r e s o u r c e  d i s t r i c t s

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

15 a r e a s  of e x p e r t i s e ,  b u t  may, in its d i s c r e t i o n ,  r e a c h  c o n t r a r y  o p i n -

16 ions, c o n c l u s i o n s  o r  r e c o m m e n d a t i o n s  a c c o r d i n g  to t h e  w e i g h t  of the

17 e v i d e n c e  r e c e i v e d .  T h e  l e a d  a g e n c y  s h a l l  b a l a n c e  c o m p e t i n g  f a c t o r s  i n

18 r e a c h i n g  its f inal d e c i s i o n .  No r e s o u r c e  a g e n c y  o t h e r  t h a n  the l e a d

19 a g e n c y  h a s  p r i m a r y  e x p e r t i s e  i n  the b a l a n c i n g  of c o m p e t i n g  f a c t o r s .

20 Sec. 4 4 . 6 2 . 6 3 4 .  A D D I T I O N A L  I N F O R M A T I O N .  (a) I f  a r e s o u r c e

2 1  a g e n c y  r e c e i v e s  a  p e r m i t  a p p l i c a t i o n  tha t  d o e s  n o t  c o n t a i n  sufficient-

22 i n f o r m a t i o n  c o n c e r n i n g  c o m p l i a n c e  w i t h  th e  a g e n c y ' s  s t a t u t e s  a n d

23 r e g u l a t i o n s ,  the a g e n c y  s h a l l  n o t i f y  t h e  a p p l i c a n t  w i t h i n  15 d a y s

2 4  a f t e r  r e c e i p t  of a p e r m i t  a p p l i c a t i o n  f o r  a c l a s s  I p e r m i t ,  a n d  w i t h i n

25 30 d a y s  a f t e r  r e c e i p t  f o r  a c l a s s  II p e r m i t .

26 (b) T h e  n o t i f i e s t i o n  m u s t  s p e c i f y  t h o s e  p a r t i c u l a r  f a c t s  o r

27 i s s u e s  c o n c e r n i n g  the p r o p o s a l  u p o n  w h i c h  the a g e n c y  r e q u i r e s  a d d i -

28 t i o n a l  i n f o r m a t i o n  i n  o r d e r  to d e t e r m i n e  w h e t h e r  t h e  p r o j e c t  w i l l

29 c o n f o r m  to the a g e n c y ' s  s t a t u t e s  a n d  r e g u l a t i o n s .
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1 (c) If a t i m e l y  r e q u e s t  u n d e r  (a) a n d  (b) of t h i s  s e c t i o n  is

2 m a d e ,  the t i m e  p e r i o d  s p e c i f i e d  in  AS 4^ . 6 2 . 6 3 2  is s u s p e n d e d  f r o m  the

3 d a t e  of r e q u e s t  to the  d a t e  of f u l l  c o m p l i a n c e  w i t h  th e  r e q u e s t .

4 S u b s e q u e n t  r e q u e s t s  for a d d i t i o n a l  i n f o r m a t i o n  m a y  b e  m a d e ,  b u t  m u s t

5 r e l a t e  o n l y  to n e w  i s s u e s  r a i s e d  b y  the r e s p o n s e  to th e  i n i t i a l  n o t i -

6 f i c a t i o n .

7 Sec. 4 4 . 6 2 . 6 3 5 .  L E A D  A G E N C Y .  (a) T h e r e  is e s t a b l i s h e d  a lead

8 a g e n c y  that is s o l e l y  r e s p o n s i b l e  f o r  i s s u i n g  c o a s t a l  m a n a g e m e n t

9 c o n s i s t e n c y  d e t e r m i n a t i o n s  u n d e r  A S  4 6. 4 0 .  F o r  r e s o u r c e  d e v e l o p m e n t

10 a c t i v i t i e s  o n  s t a t e  a n d  f e d e r a l  land, w a t e r ,  a n d  s u b m e r g e d  land, the

11 l e a d  a g e n c y  is t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  I n  a l l  o t h e r

12 ca s e s ,  t h e  l e a d  a g e n c y  is t h a t  r e s o u r c e  a g e n c y  tha t  h a s  p r i n c i p a l

13 a d m i n i s t r a t i v e  r e s p o n s i b i l i t y  for the t y p e  of d e v e l o p m e n t  f o r  w h i c h

14 th e  c o n s i s t e n c y  d e t e r m i n a t i o n  is r e q u i r e d ,  e v e n  t h o u g h  t h e  d e v e l o p m e n t

1‘ m a y  r e q u i r e  p e r m i t r  f r o m  m o r e  t h a n  one r e s o u r c e  a g e n c y .  T h e  lea d

16 a g e n c y  is s o l e l y  r e s p o n s i b l e  f o r  p r e p a r i n g  a n d  s u b m i t t i n g  s t a t e  com-

17 m e n t s  o n  f e d e r a l  p e r m i t  a p p l i c a t i o n s .  F o r  c l a s s e s  o f  a c t i v i t i e s  for

18 w h i c h  n o  a g e n c y  w i t h  p r i n c i p a l  r e s p o n s i b i l i t y  e x i s t s  t h e  g o v e r n o r

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

20 b y  a d m i n i s t r a t i v e  o r d e r  n o  l a t e r  t h a n  O c t o b e r  1, 1983.

2 1  (b) E x c e p t  as r e q u i r e d  b y  f e d e r a l  la w  no s t a t e  a g e n c y  o t h e r  t h a n

22 th e  l ead a g e n c y  m a y  c o m m e n t  to a f e d e r a l  p e r m i t t i n g  a g e n c y .

23 (c) F o r  a c t i v i t i e s  i n v o l v i n g  a p p r o v a l  o f  a p l a n  of o p e r a t i o n  an d

24 a c e r t i f i c a t e  u n d e r  33 U . S . C .  1341 (sec. 4 0 1  o f  the C l e a n  W a t e r  A ct),

2.5 t h e  l e a d  a g e n c y  s h a l l  be the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .

26 (d) F o r  a c t i v i t i e s  o c c u r r i n g  o n  p r i v a t e l y  o w n e d  land, a n d  fo r

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

28 l a n d  is required, to p r o v i d e  a c c e s s  to th e  p r i v a t e l y  o w n e d  land, o r  for

29 p u r p o s e s  o t h e r w i s e  a n c i l l a r y  to the a c t i v i t y ,  the l e a d  a g e n c y  s h a l l  be
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1 t h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .

2 (e) N o t h i n g  i n  this s e c t i o n  or A? 4 6 . 4 0  a u t h o r i s e s  a l e a d  a g e n c y

3 o r  a n y  r e s o u r c e  a g e n c y  to d e n y  o r  c o n d i t i o n  a c o n s i s t e n c y  d e t e r m i n a -

4 t i o n  b e c a u s e  of e f f e c t s  that m a y  b e  c a u s e d  b y  a c t i v i t i e s  n o t  t h e m -

5 s e l v e s  r e q u i r i n g  a s t a t e  c r  f e d e r a l  p e r m i t  o r  d i s p o s a l  of i n t e r e s t  in

6 s t a t e  land.

7 (f) I n  m a k i n g  a c o n s i s t e n c y  d e t e r m i n a t i o n  u n d e r  t his s e c t i o n  f o r

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

9 d i s t r i c t  w i t h  a n  a p p r o v e d  d i s t r i c t  p lan, th e  l e a d  a g e n c y  o r  any re-

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

11 l i n e s  a d o p t e d  b y  t h e  A l a s k a  C o a s t a l  P o l i c y  C o u n c i l  u n d e r  A S  4 6 . 4 0 . -

12 0 4 0 ( 1 ) .

13 *  Sec. 3. A S  4 4 . 6 2 . 6 3 6  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

14 (c) A s  u s e d  i n  A S  4 4 . 6 2 . 6 3 2  - 4 4 . 6 2 . 6 3 5 ,

15 (1) " d a t e  o r  r e c e i p t "  m e a n s  t h e  d a t e  on w h i c h  a s t a t e

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

17 a g e n c y  r e g u l a t i o n s  a n d  at a p l a c e  i d e n t i f i e d  tS a p p r o p r i a t e  for f i l i n g

18 i n  t h e  a g e n c y ' s  r e g u l a t i o n s ;

19 (2) " p e r m i t "  m e a n s  a p e r m i t ,  l i c e n s e ,  c e r t i f i c a t i o n ,  con-

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

21 o t h e r  g o v e r n m e n t a l  e n t i t i e s ,  or o t h e r  a u t h o r i z a t i o n  o r  a p p r o v a l  i s s u e d

22 b y  a r e s o u r c e  a g e n c y  as a w r i t t e n  d o c u m e n t  t hat is r e q u i r e d  to be

23 o b t a i n e d  o r  is s o l i c i t e d  f r o m  a s t a t e  a g e n c y  b e f o r e  the c o n s t r u c t i o n

24 o r  o p e r a t i o n  of a p r o j e c t ;  " p e r m i t "

25 (A) d oe s  n e t  i n c l u d e  the a p p r o v a l  o f  a u n i t  a g r e e m e n t ,

26 a u n i t  d e v e l o p m e n t  p lan, o r  a u n i t  e x p l o r a t i o n  plan, or  c o n v e y -

27 a n c e s  of i n t e r e s t  in s t a t e  lan d  or w a t e r ;

28 (B) d o e s  i n c l u d e  all a u t h o r i z a t i o n s  a n d  a p p r o v a l s ,

29 w h e t h e r  p r o p r i e t a r y  o r  r e g u l a t o r y ,  n e c e s s a r y  to u n d e r t a k e  a
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1 p r o j e c t  u n d e r  a p r e v i o u s l y  c o n v e y e d  p r o p e r t y  i n t e r e s t ;

2. (3) " p r o j e c t "  m e a n s  a n e w  a c t i v i t y  or e x p a n s i o n  or a d d i t i o n

3 to a n  e x i s t i n g  a c t i v i t y  fo r  w h i c h  p e r m i t s  a r e  r e q u i r e d  b e f o r e  con-

4 s t r u c t i o n  o r  o p e r a t i o n ;  ''project" doe s  n o t  i n c l u d e  p u r s u i n g  a t r a d e  or

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

6 i n s t i t u t i o n ;

7 (4) " r e s o u r c e  a g e n c y "  i n c l u d e s  the D e p a r t m e n t  of N a t u r a l

8 R e s o u r c e s ,  the D e p a r t m e n t  o f  E n v i r o n m _ n t a l  C o n s e r v a t i o n ,  a n d  the

9 D e p a r t m e n t  o f  F i s h  a n d  G a m e  w i t h  r e s p e c t  to p e r m i t s  i s s u e d  f o r  th e

10 p r o t e c t i o n  of f i s h  h a b i t a t  o r  the r e g u l a t i o n  of s t a t e  s a n c t u a r i e s ,

11 r e f u g e s ,  a n d  c r i t i c a l  h a b i t a t  areas.
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I n t r o d u c e d :  3 / 3 0 / 8 3
R e f e r r e d :  R e s o u r c e s  and
F i n a n c e

1 I N  T H E  S E N A T E  B Y  B E N N E T T  A N D  F A H R E N K A M P

2 S E N A T E  B I L L  NO. 219

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the p r o c e s s i n g  of p e r m i t s  by

7 s t a t e  a g e n c i e s ;  an d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 * S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  finds that

10 (1) t h e  o r d e r l y  d e v e l o p m e n t  of s t a t e  r e s o u r c e s  is b e i n g  u n n e c e s -

11 s a r i l y  d e l a y e d  b y  the l e n g t h  of time r e q u i r e d  to o b t a i n  p e r m i t s  f r o m  s t a t e

12 a g e n c i e s ,  b y  the c o m p l e x i t y  of the p e r m i t t i n g  p r o c e s s ,  a n d  b y  t he  n u m b e r  of

13 a g e n c i e s  i n v o l v e d  in th e  p e r m i t t i n g  p r o c e s s ;

14 (2) t he  u n c e r t a i n t i e s  c r e a t e d  b y  t h e  l a c k  of s p e c i f i c  t i m e

15 limits, t h e  p r o l i f e r a t i o n  of age- 'y r e v i e w s ,  the n u m b e r  o f  a g e n c i e s  in-

16 v o l v e d  in the p e r m i t  p r o c e s s ,  a n d  u n j u s t i f i e d  a g e n c y  r e q u i r e m e n t s  u p o n  the

17 p r o c e s s i n g  of p e r m i t  a p p l i c a t i o n s  h a v e  cost A l a s k a n s  m i l l i o n s  of d o l l a r s  in

18 lost e m p l o y m e n t  a n d  h i g h e r  p r i c e s ;

19 (3) t h e  p u b l i c  i n t e r e s t  ha s  no t b e e n  a d v a n c e d  b y  p r o t r a c t e d

20 d e l a y  in the p r o c e s s i n g  of p e r m i t  a p p l i c a t i o n s  b y  s t a t e  a g e n c i e s ;

21 (4) b y  r e q u i r i n g  s t a t e  a g e n c i e s  to p r o c e s s  p e r m i t  a p p l i c a t i o n s

22 i n  an e x p e d i t i o u s  m a n n e r  w i t h i n  a r e a s o n a b l e  p e r i o d  of time, the s t a t e  w i l l

23 p r o m o t e  t h e  s o c i a l ,  e c o n o m i c ,  a n d  e n v i r o n m e n t a l  h e a l t h  a n d w e l l - b e i n g  of

24 its c i t i z e n s .

23 * Sec. 2. A S  4 4 . 6 2  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

26 A R T I C L E  8A. I S S U A N C E  O F  P E R MITS.

27 Sec. 4 4 . 6 2 . 6 3 2 .  T I M E  L I M I T  O N  T H E  P R O C E S S I N G  O F  P E R M I T S .  (a)

28 U p o n  r e c e i p t  of a p e r m i t  a p p l i c a t i o n  o r  r e c e i p t  o f  a f e d e r a l  a g e n c y

29 r e q u e s t  for s t a t e  r e v i e w  of a n  a p p l i c a t i o n  fo r a f e d e r a l  p e r m i t ,  the
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1 r e s p o n s i b l e  s t a t e  a g e n c y  s h a l l  i s s u e  a f i n a l  d e c i s i o n  g r a n t i n g ,  d e n y -

2 ing, o r  r e a s o n a b l y  c o n d i t i o n i n g  th e  i s s u a n c e  of th e  p e r m i t ,  o r  i s s u e  a

3 f i n a l  r e s p o n s e  to th e  f e d e r a l  a g e n c y ' s  r e q u e s t  fo r  s t a t e  r e v i e w,

4 w i t h i n  the f o l l o w i n g  t i m e  p e r i o d s ,  u n l e s s  th e  a p p l i c a n t  a n d  t h e  a g e n c y

5 m u t u a l l y  a g r e e  to a d i f f e r e n t  p e r i o d  of time:

6 (1; a n y  t i m e  p e r i o d  s p e c i f i c a l l y  r e q u i r e d  b y  s t a t e  law;

7 (2) 60 d a y s  if a t i m e  p e r i o d  is n o t  s p e c i f i c a l l y  r e q u i r e d

8 by  s t a t e  l a w  an d  a p u b l i c  n o t i c e ,  p u b l i c  h e a r i n g ,  o r  c o m m e n t  p e r i o d  is

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

10 a p p l i c a t i o n ;

11 (3) 30 d a y s  if (1) o r  (2) of this s u b s e c t i o n  do n o t  apply.

12 (b) T h e  f i n a l  d e c i s i o n  o n  a p e r m i t  a p p l i c a t i o n  u n d e r  (a) of thi s

13 s e c t i o n  s h a l l  i n c l u d e :

14 (1) c o n c l u s i o n s  of the s t a t e  a g e n c y  tha t  s u p p o r t  its d ec i -

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

16 an d  s t a t u t o r y  a u t h o r i t y  fo r  a n y  c o n d i t i o n s  o r  s t i p u l a t i o n s  to w h i c h

17 th e  p e r m i t  is s u b j e c t ;  an d

18 (2) the g r a n t i n g ,  c o n d i t i o n a l  g r a n t i n g ,  o r  d e n i a l  of the

19 p e r m i t  by  the s t a t e  a g e nc y .

20 (c) T h e  f i n a l  d e c i s i o n  u n d e r  (a) of t his s e c t i o n  m u s t  b e a r  a

21 f a i r  a n d  s u b s t a n t i a l  r e l a t i o n  to t h e  o b j e c t  of the la w  u n d e r  w h i c h  the

22 s t a t e  a g e n c y  is e m p o w e r e d  to act.

23 (d) A  p e r m i t  m a y  not be d e n i e d  b e c a u s e  of the l a c k  of a n y  o t h e r

24 p e r m i t ,  and m a y  n o t  be c o n d i t i o n e d  u p o n  the a c q u i s i t i o n  of a n y  o t h e r

25 p e r m i t .

26 (e) A  p e r m i t  a p p l i c a t i o n  tha t  ha s  n o t  b e e n  a p p r o v e d  o r  r e j e c t e d

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

28 (a) of  this s e c t i o n  is a p p r o v e d  as s u b m i t t e d .  T h e  p e r m i t  is a p p r o v e d

29 o n  th e  last d a y  o n  w h i c h  the s t a t e  a g e n c y  c o u l d  h a v e  a n n o u n c e d  a f i n a l



1 d e c i s i o n  u n d e r  (a) o f  t h i s  se c t i o n .

2 Sec. 4 4 . 6 2 . 6 3 4 .  D E F E C T I V E  A P P L I C A T I O N S ;  N O T I C E  TO A P P L I C A N T .

3 (a) If a s t a t e  a g e n c y  r e c e i v e s  a p e r m i t  a p p l i c a t i o n  r e q u e s t i n g  a

4 p e r m i t  t h a t  the a g e n c y  b e l i e v e s  it d o e s  not  h a v e  a u t h o r i t y  to i s s u e ,

5 or tha t it b e l i e v e s  is u n n e c e s s a r y ,  it s h a l l  n o t i f y  t h e  a p p l i c a n t

6 w i t h i n  10 d a y s  a f t e r  its r e c e i p t  of th e  a p p l i c a t i o n .  A  n o t i c e  g i v e n

7 u n d e r  t h i s  s u b s e c t i o n  is t h e  f i n a l  a g e n c y  d e c i s i o n .

8 (b) If a s t a t e  a g e n c y  r e c e i v e s  a p e r m i t  a p p l i c a t i o n  t hat it

9 b e l i e v e s  d o e s  not  c o n t a i n  s u f f i c i e n t  i n f o r m a t i o n  c o n c e r n i n g  th e  loca-

10 t i o n  a n d  n a t u r e  of th e  p r o j e c t  to a l l o w  the a g e n c y  to d e t e r m i n e

11 w h e t h e r  th e  p r o j e c t  c o m p l i e s  w i t h  s t a t e  law, th e  a g e n c y  s h a l l  n o t i f y

12 the a p p l i c a n t  w i t h i n  10 d a y s  a f t e r  its r e c e i p t  of the a p p l i c a t i o n .

13 T h e  n o t i c e  m u s t  s p e c i f y  al l  i n f o r m a t i o n  the a g e n c y  r e q u i r e s  to d e t e r -

14 m i n e  w h e t h e r  t h e  p r o j e c t  c o m p l i e s  w i t h  s t a t e  law.

15 Sec. 4 4 . 6 2 . 6 3 5 .  R E V I E W  B Y  T H E  C O M M I S S I O N E R  O R  B O A R D .  A  s t a t e

16 a g e n c y ' s  f i n a l  d e c i s i o n  i s s u e d  u n d e r  A S  4 4 . 6 2 . 6 3 2  m a y  be r e v i e w e d  b y

17 the c o m m i s s i o n e r  o r  b o a r d  of the i s s u i n g  a g e n c y  at t h e  r e q u e s t  o f  t h e

18 a p p l i c a n t .  T h e  a p p l i c a n t  is e n t i t l e d  to a r e v i e w  de n o v o  i f  r e q u e s t e d

19 i n  the o r i g i n a l  r e q u e s t  f o r  r e v i e w ;  o t h e r w i s e  t h e  r e v i e w  is a r e v i e w

20 on the reco r d .  T h e  r e q u e s t  m u s t  be f i l e d  w i t h  the c o m m i s s i o n e r  o r

21 b o a r d  w i t h i n  30 d ays of t h e  a p p l i c a n t ' s  r e c e i p t  of the  d e c i s i o n .  T h e

22 c o m m i s s i o n e r  o r  b o a r d  s h a l l  i s s u e  a d e c i s i o n  w i t h i n  10 d a y s  of r e c e i p t

23 of the r e q u e s t  if t h e  r e v i e w  is a r e v i e w  o n  t h e record. I f  the a p p l i -

24 cant h a s  r e q u e s t e d  a h e a r i n g  d e  n o v o ,  the h e a r i n g  s h a l l  b e  h e l d  w i t h i n

25 30 d a y s  of r e c e i p t  o f  th e r e q u e s t ,  a n d  the d e c i s i o n  of t h e  c o m m i s -

26 s i o n e r  o r  b o a r d  s h a l l  be m a d e  withir. 30 d a y s  o f  the c o n c l u s i o n  of  th e

27 h e a r i n g .  U n l e  . t h e  a g e n c y  d e c i s i o n  is c o n f i r m e d  i n  its e n t i r e t y ,  th e

28 c o m m i s s i o n e r  o r  b o a r d  s h a l l  i s s u e  a w r i t t e n  d e c i s i o n  s e t t i n g  o u t  the

29 f i n d i n g s  a n d  c o n c l u s i o n s  in  full.



1 Sec. 4 4 . 6 2 . 6 3 6 .  R E V I E W  B Y  T H E  S U P E R I O R  COURT. (a) J u d i c i a l

2 r e v i e w  b y  th e  s u p e r i o r  c o ur t  of a f i n a l  d e c i s i o n  i s s u e d  b y  a s t a t e

3 a g e’ cy u n d e r  A S  4 4 . 6 2 . 6 3 2  o r  A S  4 4 . 6 2 . 6 3 4  o r  of a d e c i s i o n  ox t h e

4 c o m m i s s i o n e r  o r  b o a r d  i s s u e d  u n d e r  A S  4 4 . 6 2 . 6 3 5 ,  m a y  be h a d  by f i l i n g

5 a n o t i c e  of a p p e a l  i n  the s u p e r i o r  c o u r t  in a c c o r d a n c e  w i t h  t h e  a p p l i -

6 c a b l e  r u le s  of a p p e l l a t e  p r o c e d u r e .  T h e  r i g h t  to a p p e a l  is <t af-

7 f e c t e d  b y  the  f a i l u r e  to s e e k  r e c o n s i d e r a t i o n  o r  f u r t h e r  e v i e w  u n d e r

8 A S  4 4 . 6 2 . 6 3 5 .  T h e  r e v i e w  s h a l l  b e  g o v e r n e d  b y  th e p r o v i s i o n s  of

9 AS  4 4 . 6 2 . 5 6 0 ( b )  - (e) a n d  A S  4 4 . 6 2 . 5 7 0 .

10 (b) O n  a n  a p p e a l  b y  an a p p l i c a n t  to the  s u p e r i o r  c o u r t ,  t h e

11 a g e n c y  tha t  i s s u e d  t h e  f i n a l  d e c i s i o n  h a s  the b u r d e n  of p r o v i n g  t h a t

12 the d e c i s i o n  is i n  a c c o r d a n c e  w i t h  A S  4 4 . 6 2 . 6 3 2  a n d AS  4 4 . 6 2 . 6 3 4 .

13 (c) A n  a p p e a l  t a k e n  u n d e r  thi s  s e c t i o n  ha s  p r e f e r e n c e  on t h e

14 c a l e n d a r  of c ivil a c t i o n s  b e f o r e  t h e  c o u rt  a n d  s h a l l  be d e c i d e d  w i t h -

15 out u n n e c e s s a r y  delay.

16 *  Sec. 3. A S  4 4 . 6 2 . 6 4 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

17 (c) I n  A S  4 4 . 6 2 . 6 3 2  - 4 4 . 6 2 . 6 3 4 ,

18 (1) " p e r m i t "  m e a n s  a p e r m i t ,  l i ce n s e ,  c e r t i f i c a t i o n ,  con -

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

20 o t h e r  g o v e r n m e n t a l  e n t i t i e s  ( i n c l u d i n g  e n v i r o n m e n t a l  i m p a c t  s t a t e m e n t

21 c o m m e n t s ) ,  p l a n  r e v i e w ,  o r  o t h e r  a u t h o r i z a t i o n  or a p p r o v a l  i s s u e d  as a

22 w r i t t e n  d o c u m e n t  th a t  is r e q u i r e d  t o  b e  o b t a i n e d  o r  is s o l i c i t e d  f r o m

23 a s t a t e  a g e n c y  h e f o r e  the c o n s t r u c t i o n  o r  o p e r a t i o n  of a p r o j e c t ;

24 " p e r m i t "  d o e s  not i n c l u d e

25 (A) c o n v e y a n c e s  of i n t e r e s t  in s t a t e  l a n d  o r  w a t e r ,

26 but d o e s  i n c l u d e  all a u t h o r i z a t i o n s  a n d  a p p r o v a l s ,  w h e t h e r  pro -

27 p r i e t a r y  or r e g u l a t a r y ,  n e c e s s a r y  to u n d e r t a k e  a p r o j e c t  u n d e r  a

28 p r e v i o u s l y  c o n v e y e d  p r o p e r t y  i n t e r e s t ;  an d

29 (B) the p r o v i s i o n  of f i n a n c i a l  a s s i s t a n c e ;



1 (2) " p e r m i t  a p p l i c a t i o n "  i n c l u d e s  the f o l l o w i n g  d o c u m e n t s :

2 (A) a d o c u m e n t  r e q u e s t i n g  the i s s u a n c e  o f  a p e r m i t

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

4 n a t u r e  of a p r o j e c t  to a l l o w  t h e  s t a t e  a g e n c y  to w h i c h  it is

5 d i r e c t e d  to d e t e r m i n e  c o m p l i a n c e  of t h e  p r o j e c t  w i t h  s t a t e  lav;;

6 (B) a d o c u m e n t  s u b m i t t e d  to a s t a t e  a g e n c y  b y  a gov-

7 e r n m e n t a l  e n t i t y  t hat s o l i c i t s  c o m m e n t s  in c o n n e c t i o n  w i t h  a

8 p e r m i t  b e i n g  p r o c e s s e d  b y  t h a t  g o v e r n m e n t a l  e n t i t y ;

9 (3) " p r o j e c t "  m e a n s  a n e w  a c t i v i t y  o r  e x p a n s i o n  o r  a d d i t i o n

10 to a n  e x i s t i n g  a c t i v i t y  f o r  w h i c h  p e r m i t s  are r e q u i r e d  b e f o r e  con-

11 s t r u c t i o n  o r  o p e r a t i o n ;  " p r o j e c t "  d o e s  no t i n c l u d e  p u r s u i n g  a t r a d e  or

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

13 i n s t i t u t i o n ;

14 (4) " s t a t e  a g e n c y "  m e a n s  a s t a t e  d e p a r t m e n t ,  c o m m i s s i o n ,

15 b o a r d ,  or o t h e r  a g e n c y  of t h e  st a t e ; " s t a t e  a g e n c y "  i n c l u d e s  a l o c a l

16 o r  r e g i o n a l  a i r  p o l l u t i o n  c o n t r o l  a u t h o r i t y  e s t a b l i s h e d  u n d e r  A S  46.-

17 0 3 . 2 1 0  a n d  a  c o a s t a l  r e s o u r c e  d i s t r i c t  a n d  c o a s t a l  r e s o u r c e  s e r v i c e

18 b o a r d  e s t a b l i s h e d  u n d e r  A S  4 6 . 4 0 . 0 1 0  - 4 6 . 4 0 . 2 1 0 .

19 * Sec. 4. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  0 1.-

20 1 0 . 0 7 0 ( c ) .
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STATE OF ALASKA
FISCAL' NOTE I Revision Daze

REQUEST I I .  FISCAL DETAIL
" B i l l / R e s o l u t i o n  No. : CSSB 219 
T i t l e :  Permit Reform

Agency At tec teG: Natural Resources
Program Category A f f e c i ed :  NRMEC

Sponsor:  Bennett
Reoues to r :  Senate Resources

BRU, Program of  Subprogram(s) Affe 
Mgmt. of Land/Mineral/Energy Resourc

EXPENDITURES/REVENUES: (Thousands of D o l l a r s )
FY 63 | FY 64 | FY 65 1 FY 66 | FY 8/ I FY

OPERATING r i i i r
100 PERSONAL SERVICES 1 346.6 1 1 1 1
200 TRAVEL 1 18.0 1 1 1 1
300 CONTRACTUAL 1 94.5 1 1 1 1
400 COMMODITIES 1 33.8 I 1 | |
500 EQUIPMENT 1 264.0 1 1 1 1
600 LAND ca STRUCTURES 1 - 1 1 1 1
700 GRANTS, CLAIMS, ETC 1 1 1 i 1

1 1 i 1 1
TOTAL OPERA!1NG 1 756.9 1 1 1 1

CAPITAL 1 -  1 ! 1 1

REVENUE 1 -  1 1 1 1

FUNDING: (Thousands o f  D o l l a r s )
I GENERAL FUND 1 756.9 1 . 1 1 1

FEDERAL FUNDS , . 1 1 1 1 1
OTHER (Spe c i f y  Source) 1 1 1 1 1

1 1 1 1 1

POSITIONS:
r

FULL-TIME 1 1 i n  1 i 1 1
PART-TIME 1 1 1 i 1 1
TEMPORARY 1 1 1 1 1

1 1 1 i 1 1

SOURCE OF FUNDS TO C'r FSET FISCAL IMPACT OF EILL:
--------- —--- - " ntnouinI I I

IV . ANALYSIS: At t ach a sepa ra t e  ^ a o e  fo r  anj/ Ana l y s i s  (Attached)

Jim BarnettPrepared & y : ___
D i v i s i o n :  Commissioner sjfri.icff .  AncTjoraod

Phene: 265-4131
Da te : .5/2.0/83..

Deputy Commissfioner 
ApprovecFpy Ccm.ri s s l o n e r : V  A \  \ ft a
Department :  Natural Resources

§jLfo±Cuu.. Date:
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