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A N A L Y S I S  F O R  S E N A TE  B I LL 57

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

f i s h e r i e s  p r o d u c t s

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

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

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

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

I t  a l s o  s t a t e s  t h a t  t h i s  r e q u i r e m e n t  s h a l l  b e  i n s e r t e d  i n  a l l  

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

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

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

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

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

f r o m  t h e  R e s o u r c e s  C o m m i t u e e  S u b s t i t u t e .

Y o u  m a y  r e c a l l  t h a t  a s i m i l a r  b i l l  (S B 4 1 1 )  p a s s e d  t h e  S e n a t e  

l a s t  y e a r  b u t  d i e d  i n  t h e  H o u s e .

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



S E C T I O N A L  A N A L Y S I S  C S S B  56 (JUD)

S E C T I O N  1

F i n d i n g s  a n d  P u r p o s e  

S E C T I O N  2

A  p a r e n t ,  g u a r d i a n ,  o r  o t h e r  a u t h o r i z e d  r e p r e s e n t a t i v e  m a y  

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

S E C T I O N  3

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

d i v i d e n d .  A l t e r n a t i v e l y ,  a  p e r s o n  m a y  e l e c t  u p  t o  7 5 %  i n  
c a s h  a n d  t h e  r e m a i n d e r  a s  a a n n u i t y  c r e d i t .

S E C T I O N  4

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

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

f o r  p e r m a n e n t  f u n d  d i v i d e n d .

S E C T I O N  5

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

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

p e r m a n e n t  f u n d  d i v i d e n d .
J

S E C T I O N  6

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

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

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

S E C T I O N  7

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

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

c r e d i t  o r  c a s h  d i v i d e n d .

S E C T I O N  8

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

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

6 5  b e f o r e  J a n u a r y  1, 1 9 8 6  t o  e l e c t  t o  r e c e i v e  c a s h  i n  l i e u  
o f  a p e r m a n e n t  f u n d  d i v i d e n d .



S E C T I O N  9

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

S E C T I O N  10

S e t s  u p  a p r o c e d u r e  s o  i f  a p e r m a n e n t  f u n d  d i v i d e n d  i s  

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

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

i n d i v i d u a l ,  t h e  d e b i t  m u s t  b e  m a d e  w i t h i n  10 y e a r s .  I f  t h e  

c r e d i t  i s  t h e  f a u l t  o f  t h e  s t a t e ,  t h e  d e b i t  m u s t  b e  m a d e  
w i t h i n  3 y e a r s .

S E C T I O N  11

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

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

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

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

S E C T I O N  12

A l l o w s  o n l y  c a s h  p a y m e n t s  e x e m p t  f r o m  a t t a c h m e n t  f o r  c o l ­

l e c t i o n  o f  d e b t .

S E C T I O N  13

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

S E C T I O N  14

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

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

S E C T I O N  15

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

S E C T I O N  16

E s t a b l i s h e s  t h e  A n n u i t y  I n v e s t m e n t  F u n d  w i t h i n  t h e  s t a t e  

t r e a s u r y .  A n  a m 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  

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

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

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

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

t h e  A l a s k a  P e r m a n e n t  F u n d .  T h e  d e f i n i t i o n  o f  p e r m a n e n t  f u n d

- 2 -



d i v i d e n d  i s  a m e n d e d  t o  i n c l u d e  a n n u i t i e s .  E s t a b l i s h e s  t h e  

A n n u i t y  F u n d .  M o n e y  i n  t h e  A n n u i t y  F u n d  i s  a p p r o p r i a t e d  b y  

t h e  L e g i s l a t u r e  t o  p a y  a n n u i t i e s .  A n  i n d i v i d u a l  w h o  h o l d s  

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

r e a c h i n g  t h e  a g e  o f  6 5 .  T h e  a n n u i t y  w i l l  b e  p a i d  m o n t h l y  

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

b y  t h e  C o m m i s s i o n e r  o f  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 f  t h e  a n n u i t a n t  d i e s  b e f o r e  a g e  6 5  a l u m p  s u m  p a y m e n t  i s  
m a d e  t o  t h e  b e n e f i c i a r y .

S E C T I O N  17

D e l e t e s  t h e  d o l l a r  a m o u n t  i n  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 T I O N  18

M a k e s  t h e  L o n g e v i t y  b o n u s  p a y m e n t  $ 2 5 0  p l u s  a  3%  a n n u m  m i n u s  
t h e  m a x i m u m  p o s s i b l e  a n n u i t y .

S E C T I O N  19

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

w i n g  o f  o f  P i o n e e r  H o m e s  a s  u n q u a l i f i e d  p e r s o n s  t o  r e c e i v e  
L o n g e v i t y  b o r u s  p a y m e n t s .  ( T h i s  i s  t o  p r o t e c t  t h o s e  p e o p l e  

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

l a t i o n s )

S E C T I O N  20

R e p e a l e r s  o f  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

S E C T I O N  21

R e p e a l e r s  o f  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

S E C T I O N  22

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

b e g i n n i n g  a f t e r  D e c e m b e r  3 1 ,  1 9 8 5 .

S E C T I O N  23

I m m e d i a t e  E f f e c t i v e  D a t e

- 3 -
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POSITION PAPER FOR 

COMMI TT EE  S U BST ITU TE  FOR SENATE BILL No. 56

For "An Act amending the longevity bonus p ro gra m and the pc-rmarierit fund 

dividend program, e st ab li s hi ng  an annuity program; and providing for an 

effec ti ve  date."

I. Alaska Longevity Bonus - Enactment of the amendments to the Longevity 

Bonus Prog ra m included in CSSB 56 wou ld  protect Me di ca id  coverage for 

a pp ro xi ma tel y 33 nursing home residents in FY86; however, benefits for 

ap pr ox im ate ly  750 Al askans w ho currently receive Old Age Assistance, 

Medicaid, and federal Supplemental Security Income payments as outlined 

below w o u l d  continue to be seriously jeopardized. This negative impact is 
a combined result of federal and state statutes that require the Longevity 

Bonus to be counted as income when d etermining these individuals' 

e li gi bi li ty for as si stance for residents of less than 25 years.

N u rsing home residents are excluded from receiving the Longevity Bonus 
by CbSB 56 and fliererore will continue to be eligible for Medicaid if 

their income is under $975 per month.

Federal Supplemental Security Income (SSI) recipients are not 
protected by CSSB- 56 and therefore those who are not 25-year residents 

by Oct ob er  1, 1985 wo u ld  suffer either a reduction or a termination of 

their federal SSI grant.

Old Age A ss istance (OAA) recipients w o u l d  also s uff er  either a 

reduction in their state grant or a termination of their grant.

M ed ic a id  recipients who are not residing in a nursing home and who 

b ec o me  ineligible for Old Age A ss istance and Supplemental Security 

Income will also becom e ineligible for Medicaid. CSSB 56 does not 

provide a hold-harmless to replace the loss of these Medicaid 

benefits. The Depa rt me nt  estimates that 333 eld er ly  Alaskans will 

lose Medic ai d benefits in FY86.

These low-income Longevity Bonus recipients can be protected from financial 

harm by the enactment of a series of amendments to General Relief and 

Longe vi ty  Bonus statutes (substantially as proposed in CSSB No. 128), to 

provide that:

(1) The Department will use General R elief funds to replace federal 

SSI payments lost or reduced by the federal government counting 

some bonus payments as income;

(2) The Department will use General R elief funds to replace Old Age 
Assistance (OAA) payments lost or reduced by the Adult Public 

Assistance prog ram  following the SSI policy of counting some 
Bonus payments as income; and
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(3) The Department will use General Relief-Medical funds to provide 

medical assistance to a nyo ne  who loses Me di c ai d coverage solely 

because their Longevity Bonus payments wer e counted as income.

The majori ty  of  the 750 individuals who would lose benefits under CSSB 56, 

as now written, depend on federal SSI and the state OAA payments as their 

primary source of income. Their medical bills are covered by Medicaid.

The Department believes it essential, for basic humanitarian reasons, that 

enactment of CSSB 56 be a ccompanied by a "hold-harmless" provision that 

wo ul d protect those who would lose cash and medical assistance because they 

receive the Longevity Bonus.

If a hold-harmless provision is not enacted durirg this session, the 

Department will be compelled by federal requirements to end Medicaid 

el ig ib il ity  for approximately 333 recipients and to reduce Old Age 

Assistance grants to an additional 400 recipients starting July 1, 1985.

II. A n n u i ty Program - Enactment of the annuity prog ra m proposed in CSSD 56 

w ou l d notliave a substantial effect on mos t public assistance and Medicaid 

recipients. These individuals, w ho se  annual incomes are less than $10,000, 

cannot afford to defer their Permanent Fund checks, as they have an 

immediate need for these funds to buy basic necessities.

III. Federal Waiv er  - The Department is unable to make any commitments as 
to whe th er  any changes in the Longevity Bonus P rogram will again alter the 

federal government's position and, perhaps, end the special exclusion for 

2 5-year residents who receive the Bonus. If this were  to occur, the number 

of recipients placed in j eo pa rd y and the costs of providing them with 

"hold-harmless" protection would g row substantially beyond our current 

estimates.

ss?
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RECOMM EN DA TI ON

Given the broad scope of this policy change and the fact that public 
as si st an ce is only a minor part of it, we  do not take any position eithe r 

supporting or opposing this bill. However, we do oppose any change in the 

L ongevity Bonus Program which does not include a hold-harmless for SSI, Old 

Age As sistance, and Medicaid recipients. We recommend adding a c o m p e t e  

ho ld-harmless for SSI, Old Age Assist

Recommended

Division of Medical Assistance

Date:

Recommended

Date:

Approved by:

Jojrtr R. Pugh, Cojritfssioner 

Department of Health & Social 

Services

Date:



P O S I T I O N  PA P E R

B I L L N O . : S E N A T E  RI LL NO. 56 DATE: 1 -24-85

T I T L E :  " A n  A c t  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  a n d  t h e  p e r m a n e n t  d i v i d e n d  

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

p r o g r a m ,  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

C O N T A C T :  D H S S / 3 0 3 0  

D O A / 2 2 0 0  

D O R / 2 3 0 0

1. I N T R O D U C T I O N  -

S e n a t e  B i l l  5 6  a m e n d s  v a r i o u s  s e c t i o n s  o f  t h e  A l a s k a  

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

F u n d  a n d  t h e r e b y  c r e a t e s  t h r e e  m a j o r  i m p a c t s :

a) C o n t i n u e s  t h e  b o n u s  p r o g r a m  f o r  a l l  p e r s o n s  a g e  6 5  b y  

1 9 8 6  a n d  p a y s  t h e s e  p e r s o n s  a b e n e f i t  l e v e l  o f  $ 2 R 0  ^ e r  

m o n t h  p l u s  3% p e r  a n n u m  f o r  l i f e .  b) P h a s e s  o u t  v . 

b o n u s  p r o g r a m  f o r  e v e r y o n e  y o u n g e r  t h a n  65 (in ?"■.>' a n d  

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

s o m e t i m e  i n  t h e  e a r l y  p a r t  o f  t h e  2 1 s t  C e n t u r y  w h e n  t h e  

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

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

65  ( in 1 9 8 6 )  w h o  c h o o s e  t o  d e f e r / i n v e s t  t h e i r  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 s .

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

D e p a r t m e n t s  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ,  A d m i n i s t r a t i o n ,  

a n d  R e v e n u e .  T h e  D e p a r t m e n t s  o f  R e v e n u e  a n d  A d m i n i s t r a t i o n  

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

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

P r o g r a m .

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

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

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

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

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

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

o f  t h e  p r o g r a m .

W h e n  t h i s  b i l l  v/as p r e s e n t e d  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  

T a s k  F o r c e ,  t h e  a u t h o r s  o f  t h e  b i l l  e n v i s i o n e d  a  3 %  e s c a l a t o r

i n  t h e  l o n g e v i t y  b o n u s  a n d  a f r o n t  l o a d i n g  m a t c h  o f  2 5 %  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 h e c k s  w h i c h  w e r e  d e f e r r e d .  T h e  

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

3 0 %  o f  t h o s e  e l i g i b l e  t o  d e f e r  w o u l d  d e f e r  1 0 0 %  o f  t h e i r  
c h e c k .  B a s e d  u p o n  a l l  o f  t h e s e  a s s u m p t i o n s ,  t h e  c o s t s  o f  t h e  

p r o g r a m  w o u l d  b e  a n  a d d i t i o n a l  $ 2 5 . 2  m i l l i o n  i n  F Y  8 6 ,  $ 2 6 . 5  
m i l l i o n  i n  F Y  87, a n d  $ 2 7 . 7  m i l l i o n  i n  F Y  8 8  a b o v e  t h a t  w h i c h  

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

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

w o u l d  c e a s e  a f t e r  F Y  88.



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

b e  a s  f o l l o w s :

F Y 8 6 F Y P 7 F Y - 8 8 S o u r c e

F r o n t - L o a d i n g 2 5 , 2 0 0 . 0 2 6 , 5 0 0 . 0 2 7 , 0 0 0 . 7 G e n .  F u n d / R e s e r v

A c c t . P F
P F D  B R U 1 , 3 0 6 .  2 - 0 - - 0 - A n n u i t y F u n d
T r e a s u r y  B R U 9 . 3 1 1 . 1 1 4 . 8 A n n u i t y F u n d
P u b l i c  S v c s  B R U 6 3 5 . 7 4 5 0 .  5 3 3 9 .  3 G e n e r a l F u n d
L o n g e v i t y  B o n u s  B R U 1 0 . 0 - 0 - - 0 - G e n e r a l F u n d
A n n u i t y  D P  B R U 8 1 4 . 5 67. 7 71 . 2 A n n u i t y F u n d
A n n u i t y  M g t  B R U 1 5 0 . 1 1 7 4 . 8 1 8 3 .  6 A n n u i t y F u n d

S B  5 6  C o s t : 2 8 , 1 2 5 . 8 2 7 , 2 0 4 . 1 2 7 , 6 0 9 . 6

A L B  P r o g r a m 5 0 , 2 0 0 . 0 5 3 , 9 0 0 . 0 5 7 , 3 0 0 . 0 G e n e r a l F u n d

T o t a l  C o s t : 7 8 , 3 2 5 . 8  8 1 , 1 0 4 . 1  8 4 , 9 0 9 . 6

2. 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  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  h a s  t w o  c o n c e r n s  a b o u t  t h e  

3% a n n u a l  e s c a l a t i o n  o f  t h e  l o n q e v i t v  b o n u s  p r o p o s e d  i n  

S B 5 6 .  F i r s t ,  i t  i s  a r t i f i c i a l ,  n o t  b a s e d  o n  r e a l  i n f l a t i o n  

p r o j e c t i o n s .  S e c o n d ,  t h e  c o s t - o f - l i v i n g  i n c r e a s e  i s  o n l y  f o r  

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

p a i d  t o  t h o s e  s e n i o r s  w h o  w e r e  n o t  g r a n d f a t h e r e d .

U n d e r  t h e  a n n u i t y  p r o g r a m  d e s c r i b e d  i n  S e n a t e  B i l l  5 6,  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  w i l l  a d m i n i s t e r  i n d i v i d u a l  
a n n u i t y  a c c o u n t s  f o r  3 0 %  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  

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

i m a t e l y  1 4 5 , 5 0 0  a c c o u n t s  i n  F Y  8 6.

F Y # o f  P F D # o f  A n n u i t v
E l i g i b l e s A c c o u n t s

F Y 8 6 4 8 5 , 0 0 0 X 3 0 % 1 4 5 , 5 0 0
F Y 8 7 4 9 0 , 0 0 0 X 3 0 % 1 4 7 , 0 0 0

F Y R 8 5 0 0 , 0 0 0 X 3 0 % 1 5 0 , 0 0 0

F Y 8 9 5 1 0 , 0 0 0 X 3 0 % 1 5 3 , 0 0 0

F Y 9 0 5 2 1 , 0 0 0 X 3 0 % 1 5 6 , 3 0 0

D e p a r t m e n t w i l l  a l s o m a k e a n n u i t y p a y m e n t s  t o

p e r s o n s  o v e r  t h e  a g e  o f  65  w h o  , e r e  e l i g i b l e .  T h e  p a y m e n t  

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

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

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

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



3 .  D E P A R T  M E N  I O F  R E V E N U E  -

The proposed legislation directly impacts four divisions within 

DOR:

- Division of Administrative Services

- Division of Enforcement

- Division of Treasury

- Division of Public Services

For purposes of convenience, we have consolidated our responses 

into categories instead of along division lines:

I. Introduction - The Annuity Program

II. Section-by-Sect1on Analysis of Amendments to AS 43

III. Proposed Amendments

IV. Divlsion(s) Fiscal Notes

I

Introduction 
The Annuity Program

Annuitv Program

Under the annuity program established by SB 56, an eligibl Alaska 

resident under the age of 65 as of January 1, 1986 may forego all or a 

portion, but not less than 25%, of their permanent fund dividend in 

exchange for a credit to an individual annuity account. Upon reaching 

the age of 65, that person will receive a monthly annuity for the 

remainder of their life that is based on the accumulated value of their 

annuity account, including interest, at age 65.

As 1t does currently, the Enforcement Division of the Department of 
Revenue will determine eligibility for a dividend. Under SB 56 the 
division of Administrative Services will provide to the Department of 

Administration, the amount, if any, each resident's annuity account would 

be credited as a result of electing such credit rather than a cash 

dividend. The total of such credits will be transferred to the annuity 

investment fund from the dividend fund.

The Treasury Division of the Department of Revenue will invest the 

annuity investment fund. Investments permitted are the same as those of 

the Public Employees Retirement Fund except that the fund may also be 

Invested in commercial insurance contracts. * P er 1 od ic a ll y , the Treasury 
Division will notify the Department of Administration of the Income 

realized by the fund. The Department of A dministration will allocate 
this as a pro-rata credit to each person's annuity account based on the 

balance 1n their account.



At age 65, a monthly annuity payment will be established for each 

Individual. It will be determined by either the annuity available on the 
market which can be purchased with the amount in the annuitant's account 

or an amount determined by the Department of Ad mi nistration based on then 

current interest rates, mortality tables, and amounts on the account if 

an "in-house'1 option is chosen to meet the liability for annuity 

payments. Under the "in-house" option the State would continue to manage 

the investment of the funds in annuitants' accounts at age 65 and 

thereafter.

Each year, the legislature may appropriate from the annuity 
Investment account the amount required to make the monthly payments to 

annuitants who are 65 or older. The amounts required will be transferred 

to the Department of Administration which will make the payments.

The appropriation could be of "the amount required by AS 43.23.130" 
or the Department of Administration could provide an estimate each year 

which would be Inexact due to deaths during the year of annuitants or 

those who would become annuitants in that year.

Comments

The private Insurance option transfers from the fund the risk of 
Inadequate earnings on post-65 annuitants' accounts to cover liabilities 

for payments. Of course the risk is not totally avoided since there is 

always some credit risk that the insurer will fail.

However, by incorporating the private insurance option Into the 

investment fund as an investment, a conflict can arise with AS 
43.23.110(c) which required crediting annuity accounts with Investment 

fund earnings. If average fund rate-of-return Is less than that on the 

insurance contracts, full payment of monthly annuities to those over 65 

cannot be ma de  while also crediting urider-65 accounts at the average rate 

of return. This is because in this case the average rate of return on 

under-65 accounts would be higher than the actual returns. Of course, 

the credits can be made since they don't require cash payment and over 

time the prob le m may be eliminated by years on which average fund 

earnings exceed insurance contract rates of return.

A more definitive solution might be to credit under-65 accounts only 
with earnings net of annuity payments, to establish separate funds for 

those over and under 65, or to make the insurance contracts simply 

contracts of the Department of Administration and not investments of the 

annuity investment funds. In the case of "1n-house" management, similar 

conflict would exist AS 43.23.110(c) when assumed rates of return and 

mortality differ from that realized.

The other major aspect of the annuity program wh i ch  may present 

technical problems 1s the allocation from "front-loading" 1n AS 
43.23.110(b)(2) and (3). If the base amount in (b)(2) is a separate



approp ri ati on  or allocation in the legislation appropriating the 
"front-loacJing", then that base amount can be determined. In any event,

( b ) ( 3 ) 's derivation remains ambiguous.

Section 1:

Section 2:

Section 3:

Section 4:

Section 5:

II

Alaska Department of Revenue 

S ection by Section Analysis of SB 56 

January 21, 1985

Intent section, no effect on Department of Revenue except 
that paragraph (4), lines 3-5 sets up the relationship of 

two choices: annuity is the default unless applicant

chooses cash. This affects form design and programming.

Amends AS 43.23.005(c). Replaces the word "payment" with 
"dividend," for consistency reasons. There is no direct 
effect on the Department of Revenue.

Amends AS 43.23.005 by establishing alternatives for PFD 

a p p l i c a n t s :
a) If person is 65 or older on December 31, 1985, there

1s only one choice - 100% cash dividend.

b) If person is under 65 on December 31, 1985, there are

two basic choices:
1) 100% cash.
2) At least 25% cash, and

between 1 and 75% annuity.

Amends AS 43.23.015(a). This change would appear to have 

no effect on the Department of Revenue unless the intent is 

to 11m1t the Department of Revenue's ability to adopt 

regulations defining residency, etc., as opposed to just 

establishing the p r o c e s s .

Amends AS 43.23.015(b) by changing the affidavit printed on 
the application, so that the applicant signs a statement 

that he or she understands that they will lose all 

dividends and interest credited to his/her annuity 

account. It should be amended to say the person also loses 

all the legislative appropriations credited under AS 

43.23.110 (Section 16 of this bill). This represents a 

major forms change, and more importantly, creates 
substantial collection problems leaving many questions 

unanswered. For example, it is clear that the Department 

of Revenue can use collection procedures to collect money 

paid to applicants as cash dividends and within the limits 

of Section 10, as well as collect funds transferred to the 

Department of Administration based on an option for 

annuity, however what about:



1) Collecting annuities already paid to a person over 
65? Who collects it and how?

2) If Revenue attempts to retrieve money from the 

Department of Administration after conviction or 

discovery of error, which agency goes after money from 

the annuitant? Under what provision of law? What if 

ther° aren't enough funds in the dividends account?

Amends AS 43.23.015(e) 1n an attempt at consistency. But 
given the extreme difficulties that exist in administering 

a trust for persons in custody of a public agency 

(typically children in

custody of the Department of Health & Social Services) and the 

animosity that is generated in the parents, giving a state 

agency the option of irrevocably placing a custodial person's 

dividend in an annuity account seems certain to generate extreme 

animosity from those parents and potential law suits for the 

recovery of the funds.

Amends AS 43.23.015(f) for consistency with the ntw concept of 

the PFD annuity. It is important to note that this does nothing 

to correct the potential problem mentioned in the analysis of 

Section 6. Otherwise there is no effect on the Department of 

Revenue.

Amends AS 43.23.015 by adding a paragraph directing the 

Department of Revenue to provide an option on the P^D 

application. For consistency's sake, the wording on line 16-17 

should be changed to reflect the wording of the option as given 

in Section 3. Section 8 Implies only two choices: 100% cash or
100% annuity. This doesn't square with Section 3, which 

provides that every applicant receives at least 25% of the 
dividend value in cash. It should also be noted that the use of 

the term "permanent fund dividend" on line 17 in juxtaposition 
to the term "cash" implies that the term "permanent fund 

Dividend" is defined as meaning a nnuity c r e d i t . Th s is not the 

definition provided in Section 15. The only effect on the 

Department of Revenue of this section Is to modify the form and 

explain the choices to the public.

Amends AS 43.23,035 to reflect the new concept of the PFD 

annuity option. It is unclear as to whether "additional 

credits" on line 24 means an allocation of future legislated 

appropriations and/or interest accrued to original annuity 

credits. The language here should be coordinated with the 

language in Section 5. Again, there are enforcement/collection 

problems. What if annuity payments have already started and 

there is not enough left to pay back all the erroneously 

credited dividends? How 1s the balance collected, and by whom? 

To what fund(s) are collections credited?



Section 10:

Section 11:

Sections 12

Amends AS 43.23.035 to provide a m e c h a ni s m for the Department of 
Revenue to collect dividends erroneously credited to the annuity 

investment account. This section also distinguishes between the 

remedy available to the Department of Revenue when the error is 

the fault of the state and when the error is the fault of the 

individual. It is difficult to evaluate which date starts the 

clock - date credited, or date discovered.

Amends AS 43.23.055 to redefine the duties of the Department of 

Revenue to reflect the new concept of a PFD annuity option.

Lines 19-20 again implies two choices - 100% cash or 100% 

annuity. Under the provisions of Section 3, everyone receives 

at least 25% cash. Lines 11-13 on page 6 requires the 

Depa-'ment of Revenue to provide information to the Department 

of A<...jnistration necessary to maintain the individual annuity 
account records and administer the annuity program. It would 

appear that this information exchange would consist of the 

following:

1) Fach week, starting with the first PFD payment run in 

October, the Department of Revenue would notify the 

Department of Administration (via a computer tape) of those 

applicants who came up for payment and who chose that a 

percentage of their dividend be credited to their annuity 

account. This will allow the Department of Administration 

to credit the account with the proper amount and as of the 
date ori which the applicant would have otherwise been paid 

cash. This reporting will go on weekly as long as the 

Department of Revenue is making payments from that 

particular year's file.

2) On a regular basis, the Department of Revenue would have to 

provide the Department of Administration with the interest 
rate that reflects the earnings of the annuity investment

f u n d .

3) On a case by case basis over a 10-year period the 

Department of Revenue - Enforcement would notify the 

Department of Administration of erroneous payments and seek 

reimbursement from the annuity investment fund.

& 13: Amend AS 43.23.065 to reflect the new concept of a PFD
annuity option. The general effect of Sections 12 and 13, 

taken together, seems to be that the portion of a dividend 

which is taken as a credit to an annuity is not subject to 

levy, execution, garnishment, attachment, or other remedies 

for the collection of debt. As a statute change unrelated 

to the annuity concept, Section 12 provides for 100% 

attachment of a cash dividend to satisfy a court-ordered 

restitution under AS 12.55.045 - 12.55.051 or 12.55.100.

It is important that the court order will serve to attach



the div'dcnd crly if served on the Department of Revenue 
timely, as in the case of any other attachment order (CSED, 
IRS, etc.). Section 13 goes further by providing that in 

the case of a CSED a r r  jrage or in the case of a civil 

judgement or order of restitution, the Department of 

Revenue or the Alaska courts, respectively, may require the 

defendant to take his/her entire PFD in cash. First of 

all, it is important to note that neither the Department of 

Revenue nor the court can force a person to apply for a 

dividend, but can force a selection of cash once the 

applicant has filed. There are two potential problems with 

Section 13:

1) The Department of Revenue cannot determine that an 

applicant meets the criteria of Section 13 until 

either CSED or a court agency serves an attachment 

order on the Department of Revenue - Enforcement, and 

in the case of CSED, indicating a past-due debt, and

2) Given that the overall thrust of Sections 12 and 13 is 

to exempt dividends selected as annuity credits from 
attachment, in the case of a person who owes (under 

Section 13) less than the amount of the total 

dividend, and originally chose the annuity option, it 

would seem that only an amount necessary to satisfy

the debts under both the proposed AS 43.23.065(b) and

(c) could be converted to the cash option, with the 

residual amount still protected from general 

attachment. This needs to be clarified.

Section 14: Amends AS 43.23.075 to reflect the new concept of a PFD annuity
option. There is no effect on the Department of Revenue.

Section 15: Amends AS 43.23.095(b) to change the definition of "permanent

fund dividend" to include the PFD annuity option. There is no

effect on the Department of Revenue, save substantial changes to 

existing regulations.

Section 16: This section establishes the Annuity Program, to be administered
by the Department of Administration. Although this section of

the bill has very little impact on the Department of Revenue - 

PFD BRU, the following thoughts are offerea for consideration:

1) AS 43.23.110(a), as proposed, provides for the gross amount 
selected as annuity credits to be transferred from the PFD 

fund to the annuity investment fund a n n u a l l y . As 

previously noted, the Department of Revenue could provide a 

magnetic file weekly as annuity participants come up for 

payment. The question is when does the interest envisioned 

in the proposed AS 43.23.110(c) begins to accrue: at

payment of the residual cash dividend, or at some annual 

date upon transfer of the gross amount.



AS 43.23.110(b), as proposed, provides that the Legislature 
may appropriate additional funds to the annuity investment 

fund. Since this appropriation will likely be made during 

January - May of a given year, it should be clarified as to 

whether the appropriation is to be allocated between 

annuity participants of that same calendar year, or amongst 

those who selected the annuity option for the prior 

calendar year. If as ti c bill implies, the former 1s the 
case, then the Legislature will be making an appropriation 

without prior knowledge of the number of participants or 

the total amount of dividends selected as annuity credits. 

The applications are filed between April 1 - June 30 and 

the information is not on computer file until approximately 

July 31.

AS 43.23.110(b)(1), as proposed, appears to have the same 

constitutional flaws that caused the Legislature to include 

the children of Alaska in the PFD program in 1982.

AS 43.23.110(b)(2), as proposed, does not specify what 

portion of the appropriation should be used as the "base" 

amount. Also there needs to be definitions of the formula 

for determining the base amount, i.e. half the 

appropriation divised by the number of eligible annuitants.

AS 43.23.110(b)(3), as proposed, 1s a very confusing 
paragraph and makes no comprehensible sense. The formula 

for showing the appropriation must be clarified and 

simplified to the point that it can be easily explained to 

the public, in written form in the application booklet, in 

person during the required rural assistance program, and to 

the tens of thousands of Alaskans who will be asking the 

Department of Revenue's Public Services Assistance Centers 

for a lucid explanation.

AS 43.23.110(b)(4), as proposed, again implies that a 

person has an option of opting for 100% annuity, 1n 

contradiction of Section 3.

AS 43.23.110(c), as proposed, requires the Department of 

Revenue to provide the Department of Administration with 

the appropriate interest rate. The question unanswered is 
how often? The other implication is that the monies in the 

annuity investment fund are not to be co-mingled with other 

monies in the General Fund, but truly invested as a 
separate f u n d . This needs to be nailed down.

AS 43.23.130, as proposed, describes the benefit PFD 
applicants would receive in exchange for the option of 

receiving their whole dividend in cash, versus accepting up 

to 75% of the dividend in annuity credit. For this reason, 

it is extremely important that this section be very clear



to the reader, and it is. In (f) of this section, there 
appears to be an attempt to shelter the original dividend 

given up, in part, for an annuity credit, from taxation by 

the federal government as income in the year the dividend 

was available in cash. The doctrine of "constructive 

receipt" would hold the dividend taxable in the current 

year and this will have to be pointed out to recipients of 

the dividend at the time their dividend is paid, whether it 

is paid in credits or in cash.

Section 22: Provides an implementation schedule for the provisions of this

bill and makes the Act applicable to PFD years 1986 and 

thereafter. This defines the time period in which the 

Department of Revenue has to accomplish all of the necessary 

program changes. The Department of Revenue will have from the 

date this bill becomes law until March 31, 1986. This 

accelerated schedule will be costly and will make it very 

difficult to get everything on line by the 1986 filing period.

Section 23: Provides an effective date.

I l l
Alaska Department of Revenue 

Suggested Amendments to SB 56 

January 21, 1986

Submitted by Division of Administrative Services:

Eliminate Internal Contradictions Regarding Cash vs Annuity

1. Section 1 and Section 3 are contradictory as to the options available and

should be modified.

Page 2, lines 3 - 5  implies that the entire dividend is applied to the 
annuity account absent a conscious election by the applicant.

Page 2, lines 22-24 says that the only choice other than 100% cash is 25% 

or more cash and between 1 and 75% annuity. Per Section 3, there does not 

appear to be a 100% annuity option.

2. Page 4, lines 16-17 should be amended to reflect the same wording of 

Section 3, to eliminate the contradiction regarding the available options.

Making An nu ity/Cash Election Irrevocable

3. Page 5, lines 17-20 like Section 1, implies only two choices: 100% cash 

or 100% annuity. This should be amended to square with Section 3.

4. It 1s important that the election be binding and irevocable. If people 

change their mind, make a mistake, or whatever, there should be no

opportunity to change election. Otherwise, the cost of this program will

go up dramatically.

!■" ii 11 ■— — i m b— b — a w —     m ill



Limit Choice

5. Page 2, lines 19-25 should be amended to 11m1t the choice of hybrid 

payments to:

a) 1 00% cash,
b) 25 % cash, 75% annuity credit,

c) 50% cash, 50% annuity credit, or

d} 75% cash, 25% annuity credit.

As 1t currently reads, there are at least 76 real options, significantly 

complicating the administration of the program.

Avoidance of Debts to State Agencies

6. Page 7, line 13 should be amended by adding a new subsection (d) to

Include debts to a state agency as a valid reason for compelling an

applicant to elect a cash dividend.

Submitted by Division of Treasury: Comments on SB 56

1. Page 6. line 15

11 (a ) 11 should be Inserted before "Fifty."

2. Page 8

Sec. 43.23.110(a) should include the statement that "Income of the annuity 

Investment fund shall be added to the principal of the annuity Investment 

fund." However, the Attorney General in a November 30, 1982 opinion 

expressed some doubt about whether a retention of Investment earnings by a 

fund 1s permissible under the Constitution's prohibition of dedicated 

r e v e n u e s .

3. Page 10. line 6

Add "purchased from Insurance companies which have a Best's Policyholders' 

Rating of A o r better and belong to Best's financial size Group XV at the 

time of purchase" at ;he end of the sentence.

4. Page 10. line 23

"received" should be "receive"



D E P A R T M E N T  OF H E A L T H  A N D  S O C I A L  S E R V I C E S -

a) A l a s k a  L o n g e v i t y  B o n u s  - E n a c t m e n t  o f  t h e  a m e n d m e n t 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  i n c l u d e d  i n  S B 5 6  w o u l d  n o t  

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

s e r i o u s l y  j e o p a r a i z e  m a n y  n e e d y  e l d e r l y  A l a s k a n s  w h o  

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

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

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

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

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

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

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

e i t h e r  t h e  l o s s  o f  t h e i r  m e d i c a i d  c o v e r a g e  o r  a l o s s  o r  

d e c r e a s e  i n  t h e i r  s t a t e  a s s i s t a n c e  g r a n t .

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  (SSI) r e'  o i e n t s  

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

r e d u c t i o n  o f  t h e i r  S S I  g r a n t  o r  a t e r m i n a t i o n  o f  t h e i r  
f e d e r a l  S S I  g r a n t .

O l d  A g e  A s s i s t a n c e  (OAA) r e c i p i e n t s  w o u l d  a l s o  s u f f e r  

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

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

h o m e  a n d  w h o  h a v e  a g r o s s  i n c o m e  i n  e x c e s s  o f  3 0 0 3  o f  

t h e  S S I  n e e d  s t a n d a r d  ( i . e . ,  $ 9 ‘75) w i l l  b e c o m e  
i n e l i g i b l e  f o r  m e d i c a i d .

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

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

a m e n d m e n t s  t o  t h e  A d u l t  P u b l i c  A s s i s t a n c e  s t a t u t e s  

(AS 4 7 . 2 5 . 4 3 0 f f )  t o  p r o v i d e  t h a t :

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

i n d i v i d u a l ' s  A d u l t  P u b l i c  A s s i s t a n c e  p a y m e n t  b y  t h e  

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

T i t l e  X V I  o f  t h e  S o c i a l  Secur.i ;y A c t  w h i c h  o c c u r s  

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

A S  4 7 . 4 5  a s  a v a i l a b l e  i n c o m e ;  a n d

(ii) N o t w i t h s t a n d i n g  A S  4 7 . 2 5 . 4 3 5 ,  i n  d e t e r m i n i n g  

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

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

n o t  c o n s i d e r  a n y  p a y m e n t  m a d e  u n d e r  A S  4 7 . 4 5  a s  i n c o m e

a v a i l a b l e  t o  t h e  a p p l i c a n t  o r  r e c i p i e n t .



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

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

F Y 8  6 F Y 8 7
F e d e r a l  (SSI) P a y m e n t  1 , 4 0 0 , 0 0 0  1 , 5 3 0 , 5 1 7

S t a t e  (OAA) P a y m e n t  7 6 0 , 0 0 0 *  8 3 0 , 7 3 7 *

N o n  N u r s i n c r  H o m e  M e d i c a l  4 1 3 , 8 4 7  4 7 1  , 6 0 9

N u r s i n g  H o m e  M e d i c a l  - 0 - 3  - 0 - 3

5 1 , 8 1 3 , 8 4 7  $ 2 , 0 0 2 , 1 2 6

* A s  t h e s e  c o s t s  a r e  a l r e a d y  b u d g e t e d  f o r  F Y  8 6 -  t h i s  
i s  a n o n - a d d  i t e m .

@ N o  c o s t  i f  t h e  e x c l u s i o n  i s  e f f e c t i v e  u p o n  e n a c t m e n t  

o f  S B 5 6 .

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

i n c o m e  f r o m  t h e  f e d e r a l  S S I  a n d  t h e  s t a t e  A P A  p r o g r a m s  w h i l e  

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

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

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

S B 5 6  b e  a c c o m p a n i e d  b y  e n a c t m e n t  o f  a " h o l d - h a r m l e s s "  p r o g r a m  

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

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

b) A n n u i t y  P r o g r a m  - E n a c t m e n t  o f  t h e  a n n u i t y  p r o g r a m  

p r o p o s e d  i n  S B 5 6  w o u l d  n o t  h a v e  a s u b s t a n t i a l  e f f e c t  o n  m o s t  

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

i n d i v i d u a l s ,  w h o s e  a n n u a l  i n c o m e s  a r e  l e s s  t h a n  $ 1 0 , 0 0 0 ,  

c a n n o t  a f f o r d  t o  d e f e r  t h e i r  P e r m a n e n t  F u n d  c h e c k s  a s  t h e y  
h a v e  a n  i m m e d i a t e  n e e d  f o r  t h e s e  f u n d s  t o  b u y  b a s i c  

n e c e s s i t i e s .

c) F e d e r a l  W a i v e r  - C u r r e n t l y ,  p e o p l e  w h o  a r e  e l i g i b l e  t o  

r e c e i v e  t h e  l o n g e v i t y  b o n u s  b e f o r e  O c t o b e r  1, 1 9 8 5 ,  h a v e  

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

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

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

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

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

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

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

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

p r e c i p i t a t e d  b y  t h e  1 9 8 4  c h a n g e  i n  t h e  r e s i d e n c y  e l i g i b i l i t y  

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

T h e  D e p a r t m e n t  i s  u n a b l e  t o  m a k e  a n y  c o m m i t m e n t s  a s  t o  

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



a l t e r  t h e  f e d e r a l  g o v e r n m e n t 's p o s i t i o n  a n d ,  p e r h a p s ,  e n d  t h e  

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

B o n u s .  I f  t h i s  w e r e  t o  o c c u r ,  t h e  n u m b e r  o f  r e c i p i e n t s  

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

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

A p p r o v e d :

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

C o m m i s s i o n e r  ^ h n  P u g h  

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

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



Alaska Department of Revenue 

Enforcement Division 

fiscal Impact of SB 56 

January 21, 1985

The fiscal Impact of SB 56 is $-0- given the following assumptions.

1. Garnishment EDP programming changes can be accomplished at least 

three months before the 1986 payment schedule begins.

2. Orders of Restitution are served on the Division just as any other 

garnishment document, such as writs or Orders to Withhold.

3. Language is included that assures a creditor may not defeat a State 

agency by electing an annuity. If this is not done, the potential 

Impact is a loss of revenue. Although not readily estimateable it is 
not anticipated to be significant.

4. Deposit and fund crediting procedures for collections of erroneously 

paid annuities are kept simple and/or allocation between funds are 

determined by the Department of Administration.



A M E N D M E N T

T o : CSSB 5 j (Jud) B y :  S e n a t o r  F a i k s

P a g e  9, L i n e  11

A f t e r  t h e  w o r d  " d e t e r m i n e d " ,  i n s e r t ,  " b y  t h e  

l e g i s l a t u r e "

P a g e  9, L i n e  16

D e l e t e  " s h a l l  b e "  a n d  i n s e r t  " i s "

P a g e  9, L i n e  17

A f t e r  t h e  w o r d  " e s t a b l i s h e d " ,  i n s e r t ,  " b y  t h e  

l e g i s l a t u r e "



E F F E C T S  O F  M A N D A T O R Y  C O N T R I B U T I O N S

T h e  e n c l o s e d  c h a r t  w a s  p r e p a r e d  b y  t h e  H o u s e  R e s e a r c h  A g e n c y  
f o r  R e p r e s e n t a t i v e  L a r s o n  a n d  H o u s e  B i l l  222. A  c o p y  o f  t h e 
l a t e s t  v e r s i o n  o f  t h a t  b i l l  w a s  n o t  y e t  a v a i l a b l e  h o w e v e r  
R e p r e s e n t a t i v e  L a r s o n  w i l l  b e  a t  t h i s  m o r n i n g ' s  m e e t i n g  t o  
e x p l a i n .

E s s e n t i a l l y ,  H B  2 2 2  w o u l d  Tjiandaiia.rv
f u n d  b o t h  c u r r e n t  L o n g e v i t y  B o n u s  r e c i p i e n t s  a s  w e l l  as
f u t u r e  a n n u i t a n t s .  T h e  b i l l  e s t a b l i s h e s  t h e  f o l l o w i n g :

1) B e g i n n i n g  i n  1 9 8 6 ,  a p p r o x i m a t e l y  2 0 . 9 %  o f  e a c h
A l a s k a n ' 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  b e  u s e d  t o  
f u n d  a $ 2 5 0  b o n u s  t o  t h o s e  p e o p l e  t h a t  a r e  65 y e a r s  o f  
a g e  o r  o l d e r  b y  1 / 1 / 8 6 .  I t  is e s t i m a t e d  t h a t  t h e  
d i v i d e n d  f o r  1 9 8 6  w i l l  b e  a r o u n d  $ 4 9 6  h e n c e  t h i s  b i l l
w o u l d  r e d u c e  t h a t  t o  $39 3 .

2) T h e  s e c o n d  f e a t u r e  o f  H B  2 2 2  w o u l d  r e q u i r e  t h a t  a n  
a d d i t i o n a l  5 0 %  o f  t h e  r e m a i n i n g  P F D  b a l a n c e  w o u l d  g o  
d i r e c t l y  i n t o  a n  a n n u i t y  f u n d .  T h e r e f o r e ,  $ o f  $ 3 9 3  
w o u l d  r e s u l t  i n  a 1 9 8 6  P e r m a n e n t  F u n d  D i v i d e n d  o f  
$ 1 9 6 . 5 0 .

3) T h e  t h i r d  m a i n  p r o v i s i o n  o f  H B  222 w o u l d  b e  t o  m a k e  
c o n t r i b u t i o n  o f  t h e  r e m a i n i n g  5 0 %  o p t i o n a l .

4) T h i s  5 0 %  m a n d a t o r y  c o n t r i b u t i o n  i n t o  t h e  a n n u i t y  p l a n  
r e s u l t s  i n  t a x  d e f e r a b i l i t y  ie. t h a t  m o n e y  is n o t  
c o n s i d e r e d  i n c o m e  h e n c e  i t  is n o t  t a x e d  u n t i l  y o u  
s t a r t  t o  c o l l e c t .

5) T h e  s t a t e  w o u l d  n o  l o n g e r  h a v e  t o  f u n d  c u r r e n t  
L o n g e v i t y  B o n u s  p a y m e n t s  b e c a u s e  t h a t  w o u l d  n o w  b e  
f u n d e d  f r o m  a p e r c e n t a g e  o f  e a c h  A l a s k a n ' s  P F D .
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A S S U M E D  P A R T I C I P A T I O N R A T E  B Y  A G E G R O U P

A G E R A T E A G E R A T E

18 .2% 41 4 3 . 5 %

19 .4% 4 2 4 7 . 5 %

20 .7% 43 5 1 . 5 %

21 1 . 0 % 44 5 5 . 4 %

22 1 . 5 % 45 5 9 .  3%

23 2 . 0 % 46 6 3 . 2 %

24 2 . 7 % 47 6 6 . 8 %

25 3 . 5 % 48 7 0 . 4 %

26 4 . 4 % 4 9 ->3.7%
27 5 . 5 % 50 7 6 . 8 %

28 6 . 8 % 51 7 9 . 7 %

29 8 . 3 % 52 8 2 . 4 %

30 1 0 . 0 % 53 8 4 . 8 %

31 1 2 . 0 % 54 8 7 . 0 %

32 1 4 . 1 % 55 8 8 . 9 %

33 1 6 . 6 % 56 9 0 . 6 %

34 1 9 . 2 % 57 9 2  .1%

3 5 2 2 . 1 % 58 9 3 . 4 %

36 2 5 . 2 % . 59 9 4 . 5 %

37 28 .6% 6 0 9 5 . 5 %

38 3 2 . 1 % 61 9 6 . 3 %

39 3 5 . 8 % 62 9 6 . 9 %

40 39 .6% 63 9 7 . 4 %

64 9 7 . 9 %

P r e p a r e d  b y  t h e  D i v i s i o n  o f  S t r a t e g i c  P l a n n i n g .  

3 / 1 7 / 8 5

V / f / f r



I N D I V I D U A L  F R O N T - L O A D I N G  P A Y M E N T S  B Y  A G E

A S S U M P T I O N S :

( B a s e  a m o u n t  = $ 5 0 . 0 0 ;  T i l t  = 10 p e r c e n t  p e r  y e a r )

A G E A M O U N T A G E A M O U N T

1 $ . 0 0 34 $ 5 0 , 0 0

2 $ . 0 0 3 5 $ 5 0 . 0 0

3 $ . 0 0 36 $ 5 5 . 0 0

4 $ . 0 0 37 $ 6 0 . 5 0

5 $ . 0 0 38 $ 6 6 . 5 5

6 $ . 0 0 39 $ 7 3 . 2 1

7 $ . 0 0 4 0 $ 8 0 . 5 3

8 $ . 0 0 41 $ 8 8 . 5 8

9 $ . 0 0 4 2 $ 9 7 . 4 4

10 $ . 0 0 43 $ 1 0 7 . 1 8

11 $ . 0 0 44 • $ 1 1 7 . 9 0

12 $ . 0 0 4 5 '$1 2 9 . 6 9

1 3 $ . 0 0 4 6 $ 1 4 2 . 6 6

14 $ . 0 0 4 7 $ 1 5 6 . 9 2

1 5 $ . 0 0 48 $ 1 7 2 . 6 1

1 6 $ . 0 0 49 $ 1 8 9 . 8 7

1 7 $ . 0 0 5 0 $ 2 0 8 . 8 6

18 $ 5 0 . 0 0 51 $ 2 2 9 . 7 5

19 $ 5 0 . 0 0 5 2 $ 2 5 2 . 7 2

20 $ 5 0 . 0 0 53 $ 2 7 8 . 0 0

21 $ 5 0 . 0 0 54 $ 3 0 5 . 8 0

2 2 ' $ 5 0 . 0 0 5 5 $ 3 3 6 . 3 7  .

23 $ 5 0 . 0 0 5 6 $ 3 7 0 . 0 1

24 $ 5 0 . 0 0 57 $ 4 0 7  .01

2 5 $ 5 0 . 0 0 58 $ 4 4 7 . 7 2

26 $ 5 0 . 0 0 5 9 $ 4 9 2 . 4 9

27 $ 5 0 . 0 0 6 0 $ 5 4 1 . 7 4

28 $ 5 0 . 0 0 61 $ 5 9 5 . 9 1

2 9 $ 5 0 . 0 0 6 2 $ 6 5 5 . 5 0

3 0 $ 5 0 . 0 0 63 $ 7 2 1 . 0 5

31 $ 5 0 . 0 0 64 $ 7 9 3 . 1 5

3 2 $ 5 0 . 0 0 - 6 5 $ 8 7 2 . 4 7 *

33 $ 5 0 . 0 0 6 6  & O V E R $ . 0 0

* C S S B 5 6  ( J u d )  p r o v i d e s f o r p a y m e n t s t o  p e r s o n s

a g e  6 5  (p . 9, l i n e 15) . A c c o m p a n y i n g  c a l c u l a t i o n s

a s s u m e  t h a t  p a y m e n ts s t o p a t  a g e  6 4 •

P r e p a r e d  b y t h e  D i v i s i o n o f S t r a  t e g  i c P i a n n i  n g .

3 / 1 7 / 8 5
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M e m o r a n d u m  t o ;  S t a t e  S p e c i a l  C c r a m i t t a s  o n  t h e
A l a s k a  L o n g e v i t y  B on us  P r o g r a m

SUMMARY

J o h n s o n  i  H i c g i n a  was r e t a i n e d  t o  r e v i e w ,  as a c t u a r i e s ,  t e c h n i c a l  
m a t e r i a l  p r e s e n t e d  t o  t h e  C o m m i t t e e .

O u r  r e v i e w  o f  m a t e r i a l s  p r e p a r e d  b y  t h e  D i v i s i o n  o f  S t r a t e g i c  
P l a n n i n g  shewed  t h e i r  w o r k  t o  be  c o m p l e t e  ana  a c c u r a t e .  O u r  o n l y  
s u g g e s t i o n  i s  r e g a r d i n g  t h e  a n t i c i p a t e d  l e v e l  o f  p a r t i c i p a t i o n .  We 
f e e l  t h a t  l o w e r  and h i g h e r  l e v e l s  o f  p a r t i c i p a t i o n  s h o u l d  b© e x a m i n ­
e d ,  s i n c e  t h e  r a a u l t s  w i l l  o r c b a b l y  v a r y  and  a r e  m o re  l i k e l y  t o  
a v e r a g e  w e l l  b e l o w  a 50% p a r t i c i p a t i o n .

We h a v e  e x p r e 3 3 © d  some c o n c e r n  o v e r  t h e  p r o p o s a l s  o f f e r e d  b y  B e n e f i t  
C o n c e p t s .  T h e  i n v e s t m e n t  p a c k a g e  t h e y  a r e  r e c o m m e n d in g  i s  v a r y  
a t t r a c t i v e ,  b u t  we h a v e  e x p r e s s e d  s e r i o u s  d o u b t  t h a t  i t  c a n  a c t u a l l y  
be  d e l i v e r e d .  F u r t h e r  a n a l y s i s  b y  B e n e f i t  C o n c e p t s  i s  n e e d e d  a n d  
3 h o u l d  be  i n v e s t i g a t e d  c a r e f u l l y .  O u r  c a l c u l a t i o n s  h a v e  shewn t h a t  
t h e  p r o p o s a l s  o f f e r e d  t o  d a t e  w i l l  n o t  be n e a r l y  as  a t t r a c t i v e  as  
s u g g e s t e d  b y  3 e n e f i t  C o n c e p t s ,



C O N T A C T :  R O D  B E T I T  4 6 5 - 3 3 5 5

D ATE: M A R C H  6, 1 9 8 5

S U M M A R Y  OF L O N G E V I T Y  B O N U S  H O L D  H A R M L E S S

 d i v i s i o n  w m r c R C ' t t z r s i n m . -------

H O L D  H A R M L E S S  C O V E R A G E ■ FY'8’6 H O L D  H A R M L E S S  C O S T S  ( S A V I N G S )  IN S T A T E  D 0 L L A R 5

BILL NO. RLxrrai. N U R S I N G  H O M E O A A ssr M E D I C A L N U R S I N G  H O M E O A A SSI T O T A L

C S S B 5 6 YE S YES NO NO $ 4 1 3 . 8 -0- -0- -0- 4 1 3 . 8

C S S B 1 2 8 YES YES YES Y E S 4 1 3 . 8 5 2 1 . 1 * 7 6 0 . 0 1 4 0 0 . 0 3 0 9 4 . 9

H B 2 1 0 NO Y E S NO NO (466.7) - 0 - - 0 - - 0 - ( 4 6 6 . 7 )

H B 2 1 2 Y E S YES YES YE S 4 1 3 . 8 5 2 1 . 1 * 7 6 0 . 0 1 4 0 0 . 0 3 0 9 4 . 9

H B 2 2 2 NO YES NO NO (466.7) -0- -0 - - 0 - ( 4 6 6 . 7 ) * *

H B 2 3 9 NO NO NO NO (466.7) (781 . 6 ) -0- -0 - ( 1 2 4 8 . 3 )

* Note: T h i s  $ 5 2 1 . 1  c o u l d  be a v o i d e d  1f a n u r s i n g  h o m e  e x c l u s i o n  1s a d d e d  to H B 2 1 2 ,  o r  t h e  e x c l u s i o n  p a s s e s  t h e  

L e g i s l a t u r e  in a s e p a r a t e  p i e c e  o f  l e g i s l a t i o n  (1e S B 5 6 ,  H B 2 1 0 ,  H B 2 2 2 )

** Note: In F Y 8 7  a n  a d d i t i o n a l  s a v i n g s  o f  $ 4 9 6 . 1  w o u l d  o c c u r  in t h e  D e p a r t m e n t ' s  P e r m a n e n t  F u n d  (PFD) H o l d  H a r m l e s s

b u d g e t .  This is du e  to H B 2 2 2 ' s  m a n d a t o r y  PF D  c o n t r i b u t i o n  to the a n n u i t y  w h i c h  will r e d u c e  t h e  D e p a r t m e n t’s 

P F D  H o l d  H a r m l e s s  c o s t s  f o r  A F D C  ( 2 4 0 . 8 ) ,  A i d  to the D i s a b l e d  ( 1 0 0 . 0 ) ,  a n d  M e d i c a i d  ( 1 5 5 . 3 ) .
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C A S E  T Y P E  I

C l i e n t  w i t h  e x e m p t  A L B  

a n d  no o t h e r  i n c o m e

SSI + O A A  + A L B  = T O T A L

b e f o r e  L a t e s t  a c t i o n

T A K E N  BY C O N G R E S S
314 2 5 2  2 5 0  = $ 8 1 6

1) A P P L Y  R U L E  P A S S E D  BY' 

C O N G R E S S  ( E M E R  REG)
314 2 5 2  2 5 0  = $ 8 1 6

' 2) H O l O ' H A R M L E S S  W  

B E N E F I T S  O N L Y
3 1 4  2 5 2  2 5 0  = $ 8 1 6

3) H O L D  H A R M L E S S  SSI 

A N D  O A A  B E N E F I T S
314 2 5 2  2 5 0  = $ 8 1 6

P. -tJetlt 

1 0 / 2 3 / 8 4

C A S E  T Y P E  II C A S E  T Y P E  III

C l i e n t  w i t h  c o u n t a b l e  A L B  

a n d  no o t h e r  I n c o m e

SSI + O A A  + A L B  = T O T A L

314 252 -0- = $ 5 6 5

84 25 2  2 50  = $ 58 6

84 252 2 5 0  = $ 5 8 6

84 4 8 2  25 0  = $816

C l i e n t  w i t h  c o u n t a b l e  A L B  a n d  

$ 4 0 0  o t h e r  i n c o m e  (INC)

SSI +  O A A  + A L B  + INC = r0 T A L

- 0 -  186 - 0 - 4 0 0  « $ j 86

- 0 -  - 0 - 2 5 0 4 0 0  * $ 6 5 0

- 0 -  186 2 5 0 4 0 0  = $ 8 3 6

-0 -  186 2 5 0 4 0 0  * $ 8 3 6
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. •

C O M P A R I S O N Y E A R  !

ii ii
•- 

ii ii

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

- • 
I 1 4 , 9 2 6 . 3 1 :

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

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

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

* 5  : 1 , 1 9 0 1 , 7 1 0 2 , 9 0 0 . 0 0 , 7 0 0 . 0 9 4 3 . 2 1 , 7 3 2 . 8 3 , 1 9 2 . 0 5 , 8 6 8 . 0 I
a 2 , 8 3 2 . 0 5  •

: 6  : 1 , 0 5 0 1 , 9 5 0 3 , 0 0 0 . 0 9 , 0 0 0 . 0 1 , 0 7 5 . 6 1 , 9 7 6 . 0 3 , 6 4 0 . 0 6 , 6 9 1 . 6 •• 2 , 3 0 0 . 4 6  :

? 7  : 9 1 0 2 , 1 9 0 3 , 1 0 0 . 0 9 , 3 0 0 . 0 1 , 2 0 8 . 0 2 , 2 1 9 . 2 4 , 0 8 8 . 0 7 , 5 1 5 . 2 •a 1 , 7 8 4 . 0 7  :

; e  • 7 7 0 2 , 4 3 0 3 , 2 0 0 . 0 9 , 6 0 0 . 0 1 , 3 4 0 . 4 2 , 4 6 2 . 4 4 , 5 3 6 . 0 8 , 3 3 8 . 8 •a 1 , 2 6 1 . 2 e  :

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

: 10 ;
__ i

4 9 0 2 , 9 1 0 3 , 4 0 0 . 0 1 0 , 2 0 0 . 0 1 , 6 0 5 . 2 2 , 9 4 8 . 8 5 , 4 3 2 . 0 9 , 9 8 6 . 0 •i 2 1 4 . 0 10 :

; ii 1 3 5 0 3 , 1 5 0 3 , 5 0 0 . 0 1 0 , 5 0 0 . 0  : 1 , 7 3 7 . 5 3 , 1 9 2 . 0 5 , 8 9 0 . 0 1 0 , 0 0 9 . 5 f• ( 3 0 9 . 5 ) n  :

: 12 : 2 1 0 3 , 3 9 0 3 , 6 0 0 . 0 1 0 ,8 0 0 . 0  : 1 , 8 6 9 . 9 3 , 4 3 5 . 2 6 , 3 2 8 . 0 11 , 6 3 3 . 1 f■ ( 8 3 3 . 1 ) 12 :

: 13 : 7 0 3 , 6 3 0 3 , 7 0 0 . 0 1 1 , 1 0 0 . 0  : 2 , 0 0 2 . 3 3 , 6 7 8 . 4 6 , 7 7 6 . 0 1 2 , 4 5 6 . 7 •■ ( 1 , 3 5 6 . 7 ) 13 !

: 14 : 0 3 , 8 0 0 3 , 8 0 0 . 0 1 1 ,4 0 0 . 0  : 2 , 0 9 6 . 1 3 , 0 5 0 . 7 7 , 0 9 3 . 3 1 3 , 0 40 . 1 ii ( 1 , 6 4 0 . 1 ) 14 r

: is : 0 3 , 9 0 0 3 , 9 0 0 . 0 1 1 , 7 0 0 . 0  : 2 , 1 5 1 . 2 3 , 9 5 2 . 0 7 , 2 9 0 . 0 1 3 , 3 0 3 . 2 •a ( 1 , 6 8 3 . 2 ) 15 :

: 16 : 0 4 , 0 0 0 4 , 0 0 0 . 0 1 2,0 0 0 . 0  : 2 , 2 0 6 . 4 4 , 0 5 3 . 3 7 , 4 6 6 . 7 1 3 , 7 2 6 . 4
a
a ( 1 , 7 2 6 . 4 ) 16 :

ii 
—
 

ii i ii 
>
j 

ii ii 
— 0 4 , 1 0 0 4 , 1 0 0 . 0 1 2 , 3 0 0 . 0  : 2 , 2 6 1 . 6 4 , 1 5 4 . 7 7 , 6 5 3 . 3 1 4 , 0 6 9 . 6

aa ( 1 , 7 6 9  6 ) 17 !

A S S U M P T I O N S :
1) OA A  E x e m p t  d e c l i n e s  b y  140 c a s e s  p e r  y e a r  - 8 X  D e a t h  R a t e
2) Oflfl t o ta l  c a s e s  i n c r e a s e s  b y  100 c a s e s  p e r  y e a r
3> R a i s i n g  q u a l i f y i n g  l i m i t  b y  $ 2 5 0  f o r  O A A  w o u l d  n o t  c a u s e  h i g h e r  c a s e l o a d  g r o w t h

4) All c o s t s  p r o j e c t e d  in c u r r e n t  d o l l a r s
5) If all O R A  c a s e s  w e r e  r a i s e d  b y  $250; H P O  a n d  A B L  c a s e s  will n o t  r e c e i v e  s a e e  i n c r e a s e  

C O N C L U S I O N :

H o l d  H a r m l e s s  is m o s t  c o s t  e f f e c t i v e  s o l u t i o n  u n t i l  y e a r  10

R O D  BETIT, D I R E C T O R  
D I V I S I O N  O F  M E D I C A L  A S S I S T A N C E  

M a r c h  8, 198 5  

E X E M P T S . W K S



C S S B  56 - M A J O R  F E A T U R E S

C S S B  56 ( J u d i c i a r y )  i s  a b i l l  w h i c h  w o u l d  g r a d u a l l y
p h a s e  o u t  t h e  A l a s k a  L o n g e v i t y  B o n u s  (ALB) p r o g r a m  a n d  r e p l a c e  i t
w i t h  a n n u i t i e s  f u n d e d  b y  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  o f  
p a r t i c i p a n t s .  T h e  m a j o r  f e a t u r e s  are:

1. T h r e e  p e r c e n t  a n n u a l  i n c r e a s e  in a m o u n t  o f  A L B  (the 3% 
e s c a l a t o r ) (Sec. 18 - A S  4 7 . 4 5 . 0 1 5  (a)).

T h e  m o n t h l y  l o n g e v i t y  b o n u s  is i n c r e a s e d  a b o v e  $ 2 5 0  b y  
3% e a c h  y e a r  b e g i n n i n g  i n  F Y  87. T h i s  p r o v i s i o n  h a s  a v e r y  
s i g n i f i c a n t  f i s c a l  i m p a c t  o n  t h e  c o s t  o f  t h e  p r o g r a m  u n d e r  t h e  
b i l l  o v e r  t h e  y e a r s .

2. G r a n d f a t h e r i n g  current, s e n i o r s  (Sec. 18 - A S  4 7 . 4 5 .  1 5 ( b ) .
A n  i n d i v i d u a l  w h o  r e a c h e s  a g e  65 b e f o r e  J a n u a r y  1, 1 9 8 6

w i l l  r e c e i v e  t h e  f u l l  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  as i n c r e a s e d
i n  p a r a g r a p h  1.

3. E s t a b l i s h i n g  a n n u i t v  a c c o u n t s  (Sec. 16).
A n  i n d i v i d u a l  w h o  is n o t  g r a n d f a t h e r e d  a s  s e t  o u t  in 

p a r a g r a p h  2 m a y  d e p o s i t  h i s  o r  h e r  p e r m a n e n t  f u n d  d i v i d e n d  i n  a n  
a n n u i t y  a c c o u n t  w h i c h  w i l l  b e  m a n a g e d  b y  t h e  s t a t e .  If t h e
i n d i v i d u a l  d i e s  b e f o r e  r e a c h i n g  a g e  65, h i s  o r  h e r  a c c o u n t  
b a l a n c e  ( l e s s  a n y  ' ' f r o n t - l o a d i n g "  c o n t r i b u t i o n s  - s e e  p a r a g r a p h  5 
b e l o w )  w i l l  b e  p a i d  t o  h i s  o r  h e r  s p o u s e  o r  b e n e f i c i a r y .  (Th i s  
p r o v i s i o n  w a s  a d d e d  in t h e  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e . )  U p o n  
r e a c h i n g  a g e  65, t h e  i n d i v i d u a l  w i l l  r e c e i v e  a n  a n n u i t y  p a y m e n t  
e a c h  m o n t h  b a s e d  o n  h i s  o r  h e r  a c c o u n t  b a l a n c e .  T h e  a n n u i t y  
p a y m e n t  w i l l  b e  a s t r a i g h t  l i f e  a n n u i t y  o r  o t h e r  p a y m e n t  p l a n  
( s u c h  a s  j o i n t  a n d  s u r v i v o r )  a u t h o r i z e d  b y  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 .  ( C h o i c e  o f  p a y m e n t  p l a n s  w a s  a d d e d  b y  t h e  S e n a t e  
J u d i c i a r y  C o m m i t t e e . )

4. R e d u c t i o n  o f  A L B  p a y m e n t s  (Sec. 18 -- A S  4 7 . 4 5 . 0 1 5 ( a ) ) .
F o r  i n d i v i d u a l s  w h o  a r e  n o t  g r a n d f a t h e r e d  (see 

p a r a g r a p h  2) , t h e  m o n t h l y  l o n g e v i t y  b o n u s  p a y m e n t  is $ 2 5 0  p l u s  
t h e  3% a n n u a l  a d d i t i o n  r e d u c e d  b y  t h e  m a x i m u m  p o s s i b l e  a n n u i t y  
t h a t  c o u l d  b e  r e c e i v e d  b y  a p e r s o n  w h o  is 65 y e a r  o l d  t h a t  y e a r .  
T h i s  p r o v i s i o n  p h a s e s  o u t  t h e  A L B  p r o g r a m  b y  a m o u n t  o v e r  t i m e ,  as  
t h e  a n n u i t y  a c c o u n t s  i n c r e a s e .  A n  i n d i v i d u a l  r e a c h i n g  a g e  65 w h o  
h a s  p a r t i c i p a t e d  in t h e  a n n u i t y  p r o g r a m  e v e r y  y e a r  w i l l  r e c e i v e ,  
f r o m  t h e  l o n g e v i t y  b o n u s  c o m b i n e d  w i t h  h i s  o r  h e r  a n n u i t y ,  
a p p r o x i m a t e l y  $ 2 5 0  p l u s  t h e  32 e s c a l a t i o n  A n  i n d i v i d u a l  w h o  d o e s  

n o t  p a r t i c i p a t e  w i l l  r e c e i v e  o n l y  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 .



5. F r o n t  l o a d i n g  (Sec. 16 - A S  4 3 . 2 3 . 1 1 0 ( b ) ) .
T h e  b i l l  a u t h o r i z e s  t h e  l e g i s l a t u r e  t o  a n n u a l l y  a d d  t o  

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

T h e  f o r m u l a  is h e a v i l y  w e i g h t e d  i n  f a v o r  of o l d e r  
A l a s k a n s .  T h e r e  w o u l d  b e  a b a s e  a m o u n t ,  f o r  e x a m p l e  $50, 
c r e d i t e d  t o  i n d i v i d u a l s  f r o m  a g e  18 t h r o u g h  35. F o r  i n d i v i d u a l s  
o l d e r  t h a n  35, t h e  b a s e  a m o u n t  is i n c r e a s e d  b y  a p e r c e n t a g e ,  f o r  
e x a m p l e  10%, f o r  e v e r y  y e a r  o v e r  35. T h u s ,  u s i n g  t h e  $50 b a s e  
a n d  t h e  10% " t i l t , "  a n  i n d i v i d u a l  a t  o r  n e a r  a g e  65 w o u l d  r e c e i v e  
a p p r o x i m a t e l y  $ 8 0 0  in f r o n t  l o a d i n g .

T h e  S t a t e  S p e c i a l  C o m m i t t e e  o 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 a m  i n c l u d e d  t h e  f r o n t  l o a d i n g  a u t h o r i z a t i o n  f o r  t h r e e  
r e a s o n s .  F i r s t ,  f r o n t  l o a d i n g  w c u l d  b e  a s u b s t a n t i a l  i n c e n t i v e ,
p a r t i c u l a r l y  f o r  t h o s e  n e a r i n g  r e t i r e m e n t  a g e ,  to p a r t i c i p a t e  i n
t h e  a n n u i t y  p r o g r a m .  T h e  C o m m i t t e e  p e r c e i v e d  t h a t  t h e  c l o s e r  o n e  
g e t s  to r e t i r e m e n t  a g e ,  t h e  m o r e  i m p o r t a n t  i t  is t o  p r o v i d e  f o r  
r e t i r e m e n t  - t h u s  o l d e r  A l a s k a n s  w o u l d  r e c i e v e  i n c r e a s e d  a m o u n t s .

S e c o n d ,  f r o n t  l o a d i n g  i n c r e a s e s  t h e  m a x i m u m  p o s s i b l e  
a n n u i t y .  S i n c e  t h e  r e d u c e d  l o n g e v i t y  b o n u s  p a y m e n t  is a f u n c t i o n  
o f  t h e  m a x i m u m  p o s s i b l e  a n n u i t y  (see p a r a g r a p h  4), f r o n t  l o a d i n g  
in t h e  e a r l y  y e a r s  o f  t h e  p r o g r a m  r e d u c e s  g e n e r a l  f u n d
o b l i g a t i o n s  i o r  t h e  l o n g e v i t y  b o n u s  p r o g r a m  in f u t u r e  y e a r s .
T h u s ,  f r o n t  l o a d i n g  f o r  t h r e e  y e a r s  a c t u a l l y  r e d u c e s  t h e  t o t a l  
n o m i n a l  d o l l a r  c o s t s  o f  t h e  p r o g r a m  t h r o u g h  F Y  2 0 34. In c o n s t a n t  
d o l l a r s ,  f r o n t  l o a d i n g  o f  a b o u t  $ 6 7  m i l l i o n  in t h e  f i r s t  t h r e e  
y e a r s  w o u l d  s a v e  a b o u t  $ 4 4  m i l l i o n  i n  b o n u s  p a y m e n t s  l a t e r ,  f o r  a 
n e t  c o s t  o f  a b o u t  $ 2 3  m i l l i o n  o T,e r  t h o s e  y e a r s .  _1 / T h e  C o m m i t t e e  
r e c o g n i z e d  t h a t  o i l  r e v e n u e s  a r e  p r e d i c t e d  t o  d e c l i n e  in f u t u r e  
y e a r s ,  a n d  r e c o m m e n d e d  f r o n t  l o a d i n g  n o w  in o r d e r  t o  r e d u c e  t h e  
d e m a n d s  o n  t h e  g e n e r a l  f u n d  in f u t u r e  y e a r s .

F i n a l l y ,  f r o n t  l o a d i n g  b r i n g s  t a x  d e f e r r a b i l i t y . 
S p e c i a l  t a x  c o u n s e l  r e t a i n e d  b y  t h e  C o m m i t t e e  c o n c l u d e d  t h a t  if 
t h e  l e g i s l a t u r e  p r o v i d e s  a s u b s t a n t i a l  f r o n t  l o a d  to a n n u i t y  
a c c o u n t s  in a p a r t i c u l a r  y e a r ,  a n  i n d i v i d u a l  s h o u l d  n o t  b e  
s u b j e c t  t o  t a x  o n  h i s  o r  h e r  d i v i d e n d  t h a t  y e a r .



P O L I C Y  C O N S I D E R A T I O N S  O F  3% E S C A L A T O R  

C S S B  56 p r o v i d e s  t h a t  t h e  a m o u n t  o f  t h e  A l a s k a  

L o n g e v i t y  B o n u s  is i n c r e a s e d  b y  3% a n n u a l l y  b e g i n n i n g  i n  F Y  87. 1/ 

T h i s  e l e m e n t  o f  t h e  b i l l  i s  o n e  o f  t h e  m o s t  c o s t l y  p r o v i s i o n s  

o v e r  t i m e  - i n  n o m i n a l  d o l l a r s  t h r o u g h  t h e  y e a r  2 0 3 4 ,  t h e  b i l l  

w i t h  t h e  e s c a l a t o r  ( w i t h o u t  f r o n t  l o a d i n g )  is e s t i m a t e d  t o  c o s t  

$ 1 , 4 0 1  m i l l i o n ;  w i t h o u t  t h e  e s c a l a t o r  t h e  c o s t  is e s t i m a t e d  a t  

$ 9 1 6  m i l l i o n .

T h e  S t a t e  S p e c i a l  C o m m i t t e e  o 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 a m  i n c l u d e d  t h e  3% e s c a l a t o r  b e c a u s e  it r e c o g n i z e d  

t h a t  t h e  A L B ,  w h i c h  w a s  i n i t i a l l y  $ 1 0 0 ,  h a s  b e e n  i n c r e a s e d  o v e r  

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

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

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

A l a s k a ' s  s e n i o r s  a b o u t  w h a t  t h e y  c o u l d  e x p e c t ,  a n d  r e l i e v e  t h i s  

p r e s s u r e  o n  t h e  l e g i s l a t u r e .  O t h e r s  b e l i e v e  t h a t  f u t u r e  

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

b e  b e t t e r  a b l e  t o  a s s e s s  c o s t  o f  l i v i n g  i n c r e a s e s .

SB 56



SB 56

P O L I C Y  C O N S I D E R A T I O N S  O F  F R O N T  L O A D I N G  

C S S B  56 a u t h o r i z e s  t h e  l e g i s l a t u r e  t o  m a k e  a n  

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

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

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

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

a c c o u n t  w i t h i n  t h e  p e r m a n e n t  f u n d .

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

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

I n d i v i d u a l s  f r o m  a g e  18 t h r o u g h  35 r e c e i v e  a b a s e  a m o u n t ,  f o r  

e x a m p l e  $50, a n d  t h a t  a m o u n t  is i n c r e a s e d  b y  a p e r c e n t a g e ,  f o r  

e x a m p l e  10%, f o r  e a c h  y e a r  o f  a g e  a b o v e  35. 1/ U n d e r  t h i s

f o r m u l a  u s i n g  t h i s  b a s e  a n d  t h i s  " t i l t "  a n  i n d i v i d u a l  a t  a g e  65 

w o u l d  r e c e i v e  a p p r o x i m a t e l y  $ 7 0 0  o f  f r o n t  l o a d i n g  i n  h i s  o r  h e r

a c c o u n t .

1/ T h e  c o s t  p r o j e c t i o n s  d o n e  b y  t h e  D i v i s i o n  o f  S t r a t e g i c  
P l a n n i n g  w h i c h  i n c l u d e  f r o n t  l o a d i n g  h a v e  u s e d  a b a s e  a m o u n t  o f  
$ 5 0  a n d  a " t i l t "  o f  10 % ,  a n d  h a v e  h y p o t h e s i z e d  t h a t  t h e  
l e g i s l a t u r e  w o u l d  a p p r o p r i a t e  f o r  f r o n t  l o a d i n g  f o r  t h r e e  y e a r s .  
T h e  p r o j e c t i o n s  f u r t h e r  a s s u m e  t h a t  w i t h  t h i s  f r o n t  l o a d i n g ,  
a p p r o x i m a t e l y  h a l f  o f  a l l  A l a s k a n s  w o u l d  c h o o s e  t o  d e f e r ,  w i t h  
h e a v y  p a r t i c i p a t i o n  a m o n g  o l d e r  A l a s k a n s  a n d  l i t t l e  p a r t i c i p a t i o n  
a m o n g  y o u n g e r  A l a s k a n s .  O b v i o u s l y ,  t h e s e  p r o j e c t i o n s  a r e  
d e p e n d a n t  u p o n  m a n y  v a r i a b l e s  w h i c h  m a y  o r  m a y  n o t  p r o v e  t o  b e  
t r u e .



T h e  S t a t e  S p e c i a l  C o m m i t t e e  o 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 a m  p r o v i d e d  f o r  t h i s  " f r o n t  l o a d i n g "  f o r  s e v e r a l  

r e a s o n s .  F i r s t ,  f r o n t  l o a d i n g  is a n  o b v i o u s  i n c e n t i v e  t o  

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

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

s a v e s  g e n e r a l  f u n d  o b l i g a t i o n s  f o r  t h e  A L B  p r o g r a m  in l a t e r  

y e a r s .  B e c a u s e  t h e  a n n u i t y  a c c o u n t s  a r e  i n c r e a s e d  b y  f r o n t  

l o a d i n g ,  t h e  r e s i d u a l  A L B  p a y m e n t  d e c r e a s e s  m o r e  r a p i d l y  w i t h  

f r o n t  l o a d i n g  t h a n  w i t h o u t  it. A s  a r e s u l t ,  f r o n t  l o a d i n g  i n  

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

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

F i n a l l y ,  t a x  c o u n s e l  t o  t h e  C o m m i t t e e  c o n c l u d e d  t h a t  

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

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

in t h e  y e a r  in w h i c h  t h e  d i v i d e n d  i s  i s s u e d .



CSSB 56 Costs
(All amounts in millions)

F Y  86 , F Y  87 F Y  88

N o  F L

N o  3% 

5 0 . 2

2 1

5 0 . 2 N o  F L

N o  3% 

5 3 . 1

3%

5 4 . 7 N o  F L

N o  3% 

5 5 . 7

3%

5 9 . 1

F L 5 0 . 2 5 0 . 2 F L 5 2 . 8  G F 5 4 . 4 G F F L 5 4 . 8  G F 5 8 . 2 G F
2 5 . 2  O p t 25. 2 O p t 2 6 . 5  O p t 2 6 . 5 O p t

T o t a l : 7 8 . 0 79. 6 T o t a l : 8 1 . 3 8 4 . 7

F Y  89

C U M U L A T I V E  T H R U  
F Y  2 0 3 4  

N O M I N A L  D O L L A R S

C U M U L A T I V E  T H R U  
F Y  2 0 3 4  

C O N S T A N T  1 9 8 5  D O L L A R S

M o  F L

N o  3% 

5 8 . 2

3%

6 3 . 7 N o  F L

N o  3% 

9 4 2 . 7

3%

1 , 4 7 9 . 5

N o  3% 

N o  F L  5 7 8 . 0

3%

8 1 3 . 2

F L 5 6 . 3  G F 6 1 . 8 G F F L 8 8 3 . 9  G F 1 , 3 8 5 . 5 C F F L  5 4 6 . 5  G F 769. 5
2 7 . 7  O p t 2 7 . 7 O p t 7 9 . 4  O p t 7 9 . 4 C o t 6 6 . 6  O p t 6 6 . 6

T o t a l : 8 4 . 0 8 9 . 5 T o t a l : 963. 3 1 , 4 6 4 . 9 T o t a l :  6 1 3 . 1 836. 3

N o  3% =  R e m o v e  3% a n n u a l  i n c r e a s e  i n  a m o u n t  o f  A L B  f r ^ m  b i l l  (§ 18).
3% =  B i l l  a s  c u r r e n t l y  d r a f t e d ,  w i t h  a n n u a l  i n c r e a s e  i n  a m o u n t  o f  A L B  o f  3%
F L  = F r o n t  l o a d i n g  in t h e  a m o u n t s  i n d i c a t e d ,  f o r  t h r e e  y e a r s  o n l y  
G F  = G e n e r a l  f u n d  o b l i g a t i o n s  (ALB c o s t s )
O p t  = O p t i o n a l ;  b i l l  p e r m i t s  f r o n t  l o a d i n g  f r o m  e i t h e r  g e n e r a l  f u n d  o r  i n c o m e  o f  u n d i s t r i b u t e d  

i n c o m e  a c c o u n t .



SB 56 Costs
(All amounts in millions)

F Y 86 F Y  87 F Y  88

.No 3 5 *_3% N o  3 5 35 N o  3 5 3%

N o  F L 5 0 . 2 5 0 . 2 N o  F L 5 3 . 1 5 4 . 7 N o  F L  5 5 . 7 5 9 . 1

F L 50. 2 50. 2 F L  

T o t a 1:

5 2 . 8  G F  
2 5 . 2  Opt  
7 8 . 0

5 4 . 4  G F  
2 5 . 2  O p t  
7 9 . 6

F L  5 4 . 8  G F  
2 6 . 5  O p t  

T o t a l ;  8 1 . 3

5 8 . 2  G F  
2 6 . 5  O p t  

8 4 . 7

F Y 89
C U M U L A T I V E  T H R U  

F Y  20 3 4  
N O M I N A L  D O L L A R S

C U M U L A T I V E  T H R U  
F Y  2034  

C O N S T A N T  1 9 8 5  D O L L A R S

N o  3% 3% N o  3 5 3 %. N o  3 5 . T?:

N o  FL. 5 8 . 2 6 3 . 7 _ N Q _ F L 9 1 6 . 5 1 , 4 0 1 . 7 ■NO-EIu 5 6 6 . 1 7 0 3 . 7

F L 5 6 . 3  G F 6 1 . 0  G F F L 8 5 7 . 6  G F 1 , 3 0 7 . 8  G F F L  5 3 3 . 8  G F 7 3 8 . 7  G F

T o t a l :

2 7 . 7  Opt 
84. 0

2 7 . 7  O p t  
89. 5 T o t a l :

7 9 . 4  Opt 
937. 0

7 9 . 4  O p t  
1 , 3 8 7 . 2

6 6 . 6  Opt 
T o t a l :  6 0 0 . 4

6 6 . 6  O p t  

805. 3

N o  3% - R e m o v e  3% a n n u a l  i n c r e a s e  in a m o u n t  o f  A L B  f r o m  b i l l  (§ 18).

31 =  B i l l  a s  c u r r e n t l y  d r a f t e d ,  w i t h  a n n u a l  i n c r e a s e  in a m o u n t  o f  A L B  o f  35 
F L  = F r o n t  l o a d i n g  in t h e  a m o u n t s  i n d i c a t e d ,  f o r  t h r e e  y e a r s  o n l y  
G F  - G e n e r a l  f u n d  o b l i g a t i o n s  (ALB c o s t s )
O p t  =  O p t i o n a l ;  b i l l  p e r m i t s  f r o n t  l o a d i n g  f r o m  e i t h e r  g e n e r a l  f u n d  o r  i n c o m e  o f  u n d i s t r i b u t e d  

i n c o m e  a c c o u n t .

L u / Z / io u / -  
D e a A A / J u r u / u o r



A LA SK A  STATE LE G ISLA T U R E  H OUSE OF REPRESENTATIVES R ESEARCH  A G E N C Y
Pouch Y, Slate Capitol 

Juneau, Alaska 99811 

(907) 465-3991

M a r c h  12, 1985

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  AT A d a m s

A t t e n t i o n :  L o u a a n  C u t l e r

FROM: G r e t c h e n  K e i s e r l ! J ^ c ^ - U ^

n i 

stL e g i s l a t i v e  A n a l y s t

RE: L o n g e v i t y  B o n u s  C o s t  A n a l y s i s

R e s e a r c h  R e q u e s t  8 5 - 2 1 3 ; S u p p l e m e n t a l  I n f o r m a t i o n

Yo u  r e q u e s t e d  t h a t  this a g e n c y  p r e p a r e  a ser i e s  of s i m p l i f i e d  tables 

w h i c h  p r e s e n t  the total r e c i p i e n t s ,  annual a n d  c u m u l a t i v e  c o s t s  for the 

v a r i o u s  s t a i r s t e p p i n g  options. We w e r e  a l s o  a s k e d  to g r a p h  the annual 

a n d  c u m u l a t i v e  c o s t s  of the v a r i o u s  s t a i r s t e p p i n g  o p t io n s .  T h e se  tables 

a n d  g r a p h s  are  a t t a c h e d .

P l e a s e  c o n t a c t  us if we c>.n l*' rf f u r t h e r  a s s i s t a n c e .

GK

A t t a c h m e n t s

■i/n/rs
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L O N G E V  1 T V  B O N U S  C O S  I A N A L  (?> J M B  ...V>

□
B e g i n  S t a i r s t e p :  F Y  9 2
S t e p  I n c r e m e n t :  1
A g e  Ca p :  N o n e

F  :i s e a l E l  i g i b i  1 i  t v 1 o t a i I ' l o n  t  h  1 v A n n u a  I C u m u 1 a t i v e
Y e a r A g e R e c i p i e n t s B o n u s C o s t C o s t

U r n  11  i  o r  i s ) u n i  1 1 1  o n s  t

1 9 3 6 6 5 1 6 , 7 4 4 $ 2 5 0 $ 5 0 .  2 $ 5 0 .  2
1 9 3 7 6 5 1 7 , 7 6 8 2 5 0 cr •* 1 0 3 .  5
1 9 8 3 6 5 1 3 , 7 6 9 2 5 0 5 6 .  3 1 5 9 . 8
1 9 8 9 6 5 1 9 , 3 2 8 2 5 0 5 9 . 5 2 1 9 . 3
1 9 9 0 6 5 2 0 . 9 1 3 2 5 0 6 2 .  7 23.Cl' n 1
1 9 9 1 6 5 2  J , 9 0 3 2 5 0 6 5 .  7 3 4 7 .  3
1 9 9 2 6 6 2 0 , 9 2 5 2 5 0 .  3 4 1 0 .  6
1 9 9 3 6 7 1 9 , 9 3 3 2 5 0 5 9 .  3 4 7 0 .  4
1 9 9 4 6 8 1 8 , 9 5 2 2 5 0 5 6 .  9 5 2 7  7
1 9 9 5 6 9 1 7 , 9 7 4 2 5 0 5 3 . 9 5 9 1  .  2
1 9 9 6 7 0 1 7 , 0 0 1 2 5 0 5 1 . 0 6 3 2 .  2
1 9 9 7 7 1 1 6 , 0 3 2 2 5 0 4 3 .  1 6 3 0 .  3
1 9 9 3 7 2 1 5 , 0 7 1 2 5 0 4 5 .  2 7 2  5 .  5
1 9 9 9 77 . 1 4 ,  1 1 6 2 5 0 4 2 .  3 7 6  7 . 3
2 0 0 0 7 4 1 3 , 1 6 9 2 5 0 3 9 .  5 3 0 7 .  3
2 0 0 1 7 5 1 2 , 2 3 3 2 5 0 3 6 .  7 3 4 4 . 0
2 0 0 2 7 6 1 1 , 3 1 3 2 5 0 3 3 .  9 3 7 8  „ 0
2 0 0 3 "7 "7.* / 1 0 , 4 1 1 2 5 0 3 1 . 2 9 0 9 .  2
2 0 0 4 7 8 9 ,  5 3 0 2 5 0 2 3 . 6 9 3 7 .  3
2 0 0 5 ? Q 8 , 6 7 6 2 5 0 2 6 .  0 9 6 3 .  8
2 0 0 6 3 0 7 ,  3 5  1 2 5 0 2 7 9 3 7  .  4
2 0 0 7 3 1 7 ,  0 5 9 2 5 0 2  I, .  2 1 , 0 0 8 . 5
2 0 0 3 3 2 6 ,  3 0 4 2 5 0 1 8 . 9 ) , 0 2 7 . 5
2 0 0 9 8 3 5 ,  6 3 5 2 5 0 ' 1 6 . 7 1 „ 0 4 4 . 4
2 0 1 0 8 4 4 ,  9 2 2 2 5 0 1 4 . 8 1 , 0 5 9 . 1

P r e p a r e d b y  t h e  H o u s e ; R e s e a r c h  A g e n e  y 1 I - - M a r - 8 5



L U N G E V  I I Y B O N U S  C I J S T  A N A C y S  i G  M U

B e g i n S t a i r  s te p : F Y 9  2
S t e p  I n c r e m e n t :  1
A g e  Cap: 75

F i s c a l  E l i g i b i l i t y  1'ota.l M o n t h l y

Y e a r  A g e  R e c i p i e n t s  B o n u s  Cost. Per; t

(tux .1 I i o n s  > 1 m  1.11 :t o n s >

193to 6 5 1 6 , 7 4 4 '•f* 2 5 0 4+ cr i’\ j  I.) . £50. 2
1 9 8 7 6 5 1 7 , 7 6 8 2 5 0 53« 3 I 0 3 . 5

1.988 6 5 1 8 , 7 6 9 2 5 0 56* • 3 159. 3
1 9 8 9 6 5 1 9 ,8 2 8 2 5 0 5 9 .5 2 1 9 . 3
1 9 9 0 6 5 2 0 , 9 1 3 2 5 0 62, 7 282. 1
1991 6 5 2 1 9 0 8 2 5 0 65, 7 •547.3
1 9 9 2 6 6 2 0 ,9 2 5 2 5 0 6?. 8 4 1.0. 6
1 9 9 3 6 7 1 9 , 9 3 3 2 5 0 59. 8 470. 4
1 9 9 4 6 8 1 8 , 9 5 2 2 5 0 5  *». 9 cr -7 '■?... f m 1-
1 9 9 5 6 9 1 7 9  7 4 2 5 0 5 3 . 9 5 3 1  , 2
1 9 9 6 7 0 1 7 , 0 0 1 2 5 0 5 :l . 0 6 3 ’5 ~>
1 9 9 7 71 1 6 , 0 3 2 2 5 0 43. 1 6 8 0 .  3
1 9 9 8 7 2 1 5 , 0 7 1 2 5 0 45. 0 725. 5
1 9 9 9 '77 “1 4 , 1 1 6 2 5 0 42. 3 7 6 7 . 8
2 0 0 0 7 4 1 3 , 1 6 9 2 5 0 3 9 . 5 807. 3
2 0 0 1 7 5 1 2 , 2 3 3 2 5 0 36. 7 344. 0
2 0 0 2 7 5 1 2 , 6 3 9 2 5 0 38. 1 832. 1
2 0 0 3 7 5 1 3 , 1 9 0 2 5 0 3-9. 6 921 . 7
2 0 0 4 7 5 1 3 , 6 3 2 2 5 0 4 0. 9 9  62. 6

2 0 0 5 7 5 1 4 , 1 8 0 2 5 0 4 2 , 5 1,U 0 5 .1
2 0 0 6 7 5 1 4 , 6 3 8 2 5 0 43. 9 1 , 0 4 9 „ 0
2 0 0 7 7 5 1 4 , 9 9 4 2 5 0 45. 0 .1 , 094. 0
2 0 0 8 75 1 5 , 4 4 6 2 5 0 46. 3 1 , 1 4 0 . 3
2 0 0 9 75 1 5 , 3 9 7 2 5 0 4 7 . 7 1 , 1 3 3 , 0

2 0 1 0 7 5 1 6 , 2 9 7 2 5 0 48. 9 1 , 2 3  o . 9

P r e p a r e d  b y  t h e  H o u s e  R e s e a r c h  A g e n c y  L 2 ~ M a r - 3 5



L O N O E V  1 I . b u m  u s  c r j s r  a n a l y s i s H B  2 3 9

□  B e g i n  S t a i r s t e p :  I- >
S t e p  I n c r e m e n t :  2
A g e  C a p : N o n e

Fi seal Eli g i b i 1 :i t. v 1 e t a  1 M o n t h  L y A m  <11 a 1 L'uniu 1. at i ve
Y e a r A g e R e c i p i e n t s B o n u s Cost L o s t

on i I 1 1 o n  s * ( mi t I ;i ons)

1 9 8 6 6 5 1 6 , 7 4 4 $ 2 5 0 $ 5 0 .  2 $50. 2
1 9 8 7 6 5 1 7 , 7 6 8 2 5 0 tt' rr•JO M -J 1 03. 5
1 9 8 8 6 5 1 8 , 7 6 9 2 5 0 C'j iL " T U.'O ■ J. 59. 3
1 9 3 9 6 5 1 9 , 8 2 3 2 5 0 59, 5 2.1.9.. 3
1 9 9 0 6 5 2 0 , 9 1 3 2 5 0 62. 7 282. 1
1991 6 5 2 1 , 9 0 8 2 5 0 1. 7 3 4 7 , 3
1 9 9 2 66 2 0 , 9 2 5 2 5 0 62. 8 4 .!. 0 . 6
1 9 9 3 66 2 1 , 8 1 5 2 5 0 65. 4 4 76» 0
1 9 9 4 6 7 2 0 , 7 7 6 2 5 0 62. 3 K *" O T
1 9 9 5 6 7 2 1 , 6 3 1 2 5 0 6 5  „ (.) 603. 4
1 9 9 6 68 2 0 , 5 9 1 2 5 0 6 J . 8 i . rr *, 66
1 9 9 7 6 3 2 1 , 3 6 * 2 5 0 •:>4. 1. 7 29. 3
1 9 9 8 6 9 2 0 , 2 3 O 2 5 0 6 0 . ? 7 8 9  „ 9
1 9 9 9 6 9 2 1„ 0 8 8 2 5 0 « 3 853.. 2
2000 7 0 1 9 , 9 0 5 2 5 0 7 9 1 2 . 9
20 0 1 7 0 2 0 , 6 0 3 2 5 0 O In «3 9 7 4 , 7
20 0 2 71 1 9 , 3 8 3 2 5 0 58. J J ,u 3 2 . 9
2 0 0 3 71 1 9 , 9 1 1 2 5 0 59. 7 I , 0 9 2 . 6
2 0 0 4 72 I S , 6 5 7 2 5 0 56. O 1 , 1 4 8 . 6
2 0 0 5 7 2 1 9 , 2 4 7 2 5 0 5  7 „ 7 1. , 2 0 6 . 3
2 0 0 6 ‘“7 “r

1 7 , 9 6 1 2 5 0 53. v 1 , 2 6 0 ., 2
2 0 0 7 7 "T I S , 451 2 5 0 55. 4 1 , 3 1 5 . 6
2 0 0 3 7 4 1 7 , 1 3 9 r~y t:.-, -x

5 1 . 4 J., 367. <:>
2 0 0 9 74 1 7 , 6 7 2 2 5 0 53. 0 1 , 4 2 0 ,  0
2 0 10 / 1 6 , 2 9 7 2 5 0 4 8 . 9 1 , 4 6 3 . 9

p a r e d  b y t h e  H o u s e R e s e a r c h  A g e n c y 1 2 -Mar - 8 5



D e q i n  S t a i r s t e p :  l-V 8 7
S t e p  I n c r e m e n t :  I
A p e  Ca p :  N o n e

F i s c a l  E l i g i b i l i t y  Total M o n t h  lv A n n u a l  c u m u l a t i v e
Y e a r  A g e  R e c i p i e n t s  B o n u s  C o s t  C o s t

a m  111 o n  - i i m:i 1 1 i o n s )

1 9 3 6 6 5 1 6 , 7 4 4 4 2 5 0 *50. 2 4 5 0 .  2
1 9 3 7 6 6 1 6 . 0 1 2 2 5 0 48. «> 9 3 . 3
19 S 3 67 1 5 , 2 7 7 2 5 0 45., 3 144. 1
1 9 3 9 a  3 1 4 , 5 4 0 2 5 0 43. 6 137. 7
1 9 9 0 6 9 1 3 , 3 0 9 2 5 0 4 1 . 4 2 2 9 .  1
1991 7 0 1 3 , 0 3 2 2 5 0 39. 268. 4
1 9 9 2 71 1 2 , 3 6 0 2 5 0 37. j 305. 5
1 9 9 3 7 2 1 1 , 6 4 2 2 5 0 34. 9 3 4 0 .  4
1 9 9 4 7 3 1 0 , 9 2 7 2 5 0 32. 8 3 7 3 .  2
1 9 9 5 7 4 1 0 , 2 1 6 2 5 0 3 0 . 6 4 0 3 . 8
1 9 9 6 7 5 9 , 5 1 1 2 5 0 28, 5 43 2 .  A
1 9 9 7 7 6 3 , 3 1 0 2 5 0 .28. 4 4 5 3 .  8
1 9 9 3 7 7 8, 122 2 5 0 24. 4 4 3 3 .  2
1 9 9 9 73 7 . 4 4 9 it-,-,.£ U • i •••»-d 2- . -• 5 0 5 . 5
2 0 0 0 7 9 6 , 7 9 4 2 5 o 20. 4 5 2 5 . 9
2 0 0 1 s o 6, 1 6 0 2 5 0 18. 5 5 4 4 . 4
2 0 0 2 81 5, 5 5 0 2 5 0 16. 7 5 6  1. 0
2 0 0 3 3 2 4 , 9 6 7 2 5 o .1 4. 9 57 5 .  9
2 0 0 4 8 3 4 , 4 1 3 2 5 0 1 3. 2 58 9 .  2
2 0 0 5 3 4 3 , 3 9 3 2 5 0 1 1 „ 7 6 0 0 .  8
2 0 0 6 3 5 3, 4 0 8 2 5 0 lu. 2 6 1 1 . 1
2 0 0 7 3 6 2 , 9 6 1 '•ic , ■».i '̂O 3, 9 6 1 9 .  9
2 0 0 8 8 7 2, 5 4 9 2 5 0 7. o 62 7 .  6
2 0 0 9 3 8 JL. 4 ,t_ 1 2 5 0 6. 7 6 3 4 .  3
2 0 1 0 8 9 1 , 3 4 0 2 5 0 5. t'j 6 3 9 .  8

P r e p a r e d  b y  t h e  H o u s e  R e s e a r c h  A g e n c y  1 2 - M a r - S t

X <■ 
\  i



l o n g e v i t y  b o n u s  c o s t  a n a l y s i s m b  :-;.v

B e g i n  St a i r s1 cap : FY 3 i
S t e p  Increment.: 2
A g e  Cap: N o n e

F i s c a l  E l i g i b i l i t y  T o t a l  M o n t h l y  A n n u a l  C u m u l a t i v e
Y e a r  A g e  R e c i p i e n t s  B o n u s  C o s t  C o s t

(m  illx o n s ) ( in1 1 .L ;i o n s )

1 9 8 6 6 5 1 6 , 7 4 4 550. 2 550. 2

1 9 3 7 66 1 6 , 0 1 2 2 5 0 48. 0 93. 3

1 9 3 8 66 1 6 , 9 3 9 2 5 0 51. 0 149. 2

1 9 3 9 6 7 1 6 , 2 0 4 ncrA-ijU 48. 6 197. 8
1 9 9 0 6 7 1 7 , 1 0 9 2 5 0 5 1 . 3 249. 2

1991 6 3 1 6 , 2 7 7 2 5 0 4 3 . 8 298. 0

1 9 9 2 6 3 1 7 , 1 3 4 2 5 0 51. 6 349. 6
1 9 9 3 6 9 1 6 , 3 0 8 2 5 0 4 3 . 9 398. 5

1 9 9 4 6 9 1 7 , 1 3 3 2 5 0 5 1 . 5 450. 0
1 9 9 5 70 1 6 , 2 6 1 2 5 0 43. 3 493. 3

1 9 9 6 70 1 7 , 0 0 1 2 5 0 51. 0 549. 3

19 9 7 71 1 6 , 0 3 2 2 5 0 48. 1 5 9  7. 9
1 9 9 3 71 16 , 6 6 9 2 5 0 50. 0 647. 9

1 9 9 9 7 2 1 5 , 6 6 1 2 5 0 47. 0 6 94. 9
2000 7 2 • 1 6 , 3 0 2 2 5 0 43. 9 7 4 '. 3

20 0 1 7 3 1 5 , 2 5 3 2 5 0 45. 3 739. 6
20 0 2 7 3 1 5 , 7 3 5 2 5 0 4 7. 4 836. 9

2 0 0 3 74 1 4 , 7 0 1 2 5 0 4 4. 1 8 3  1 0
2 0 0 4 7 4 1 5 , 2 9 6 2 5 0 45. 9 926. 9

2 0 0 5 75 14, 13 0 2 5 0 42. 5 ■>'o9. 5

2 0 0 6 7 5 1 4 , 6 3 3 2 5  O 4 3. 9 i . 0 1 3 . 4

2 0 0 7 7 6 t3 , 5 0 0 2 5 0 40. 5 1 , 0 5 3 . 9

2 0 0 8 7 6 1 3 , 3 1 7 2 5 0 4 1 . 5 J., 1 >95. 3
2 0 0 9 77 1 2 , 7 1 5 2 5 0 33. 1 1 •) 1 0 '3.
2 0 ) 0 77 1 3 , 0 4 2 2 5 0 39. 1 J , J 7 2 .6

P r e p a r e d  b y  t h e  H o u s e  R e s e a r c h  A g e n c y 1 2 -I'lar - 3 5



L O N G E V I  T Y  B O N U S  L O S T  A N A L V S  I S  H B

B e g i n  S t a i r s t e p :  F Y  3 7
S t e p  I n c r e m e n t :  2
A g e  Cap: 7 5

F i s c a l  E l i g i b i l i t y  T o t a l  M o n t h l y  A n n u a l  C u m u l a t i v e
Y e a r  A g e  R e c i p i e n t s  B o n u s  C o s t  C o s t

1 9 8 6 6 5 1 6 , 7 4 4 5 2 5 0 *50. 2 *50. 2
1 9 3 7 6 6 1 6 , 0 1 2 2 5 0 43. 0 9 3 . 3
1 9 3 3 6 6 1 6 , 9 3 9 2 5 0 5 1 . 0 149. 2
1 9 3 9 6 7 1 6 , 2 0 4 2 5 0 4 3 . 6 1 9 7 .  a
1 9 9 0 6 7 1 7 , 1 0 9 2 5 0 51. 3 2 4 9 . 2
1991 6 3 1 6 , 2 7 7 2 5 0 4 8 . 3 2 9 3 . 0
1 9 9 2 6 3 1 7 , 1 3 4 2 5 0 5 1 . 6 349. 6
1 9 9 3 6 9 1 6 , 3 0 3 2 5 0 43. 9 3 9 3 . 5
1 9 9 4 6 9 1 7 , 1 3 3 2 5 0 5 1 . 5 4 5 0 .  0
1 9 9 5 7 0 1 6 , 2 6 1 2 5 0 4 3 . 8 4 9 8 . 8
1 9 9 6 7 0 1 7 , 0 0  I 2 5 0 5 1 .  0 549. 3
1 9 9 7 71 1 6 , 0 3 2 2 5 0 43. 1 5 9 7 . 9
1 9 9 3 7.1. 1 6 ,  66-9 2 5 0 5 0 .  0 647. 9
1 9 9 9 -70/ X.. 1 5 , 6 6 1 "1 i rr. . 47- 0 6 9 4 .  9
2 0 0 0 72 1 6 , 3 0 2 tr /■. 4 8 .  9 743. 3
2 0 0 1 7 3 1 5 , 2 5 3 2 5 0 4 5 . 3 -■39.6
2 0 0 2 7 3 1 5 , 7 3 5 2 5 0 4 7 . 4 836. 9
2 0 0 3 7 4 1 4 , 7 0 1 2 5 0 44. 1 • 131. * >
2 0 0 4 74 1 5 , 2 9 6 2 5 0 4-,. 9 9 2 6 . 9
2 0 0 5 75 1 4 , ISO 2 5 0 4 2. 9*>9. 5
2 0 0 6 75 1 4 , 6 3 3 2 5 0 43. 9 1 . i >1 3. 4
2 0 0 7 7 5 1 4 , 9 9 4 2 5 0 45. 0 i ,'.i53.3
2 0 0 3 7 5 1 5 , 4 4 6 2 5 0 46. 3 1 , 1.04 • 7
2 0 0 9 7 5 1 5 , 8 9 7 2 5 0 47. 7 I, J 52. 4
2 0 1 0 75 1 6 , 2 9 7 2 5 0 43. 9 1 , 2 0 1 .3

P r e p a r e d  b y  t h e  H o u s e  R e s e a r c h  A g e n c y  1 2 - l i a r - 8 5



X'l jx. (XjL- Clt4 k J -

SENATE FINANCE COMMITTEE TESTIMONY

M A D A M E  C H A I R ,  M E M B E R S  O F  T H E  C O M M I T T E E :

A S  Y O U  K N O W , T H E  H O U S E  S T A T E  A F F A I R S  C O M M I T T E E  IS I N  T H E  M I D S T  O F  

H E A R I N G S  O N  B O T H  T H E  A N N U I T Y  P R O P O S A L S  A N D  T H E  S T A I R S T E P P I N G  

P R O P O S A L .  T H E Y  H A V E  H E A R D  A L O T  O F  T E S T I M O N Y  A N D  D E B A T E D  T H E  

I S S U E S  E X T E N S I V E L Y ,  B U T  T H E Y  H A V E  N O T  Y E T  C O M P L E T E D  T H E I R  

H E A R I N G S  A N D  H A V E  N O T  Y E T  M A R K E D  U P  A N Y  L E G I S L A T I O N .  SO, I C A N ’T  

R E A L L Y  T E L L  Y O U  T O D A Y  W H A T  B I L L  T H E  H O U S E  W I L L  A C T  ON, S I N C E  

R E P R E S E N T A T I V E  H U R L E Y ' S  C O M M I T T E E  IS S T I L L  R E V I E W I N G  T H E  O P T I O N S .  

H O W E V E R ,  I C A N  T E L L  Y O U  T H A T  T H E  H O U S E  IS V E R Y  I N T E R E S T E D  I N  

C O M P L E T I N G  W O R K  O N  T H I S  I S S U E  B E F O R E  T H E  E N D  O F  T H E  R E G U L A R  

S E S S I O N . W E  L O O K  F O R W A R D  T O  W O R K I N G  W I T H  T H E  S E N A T E  T O  D E V E L O P  

L E G I S L A T I O N  T H A T  IS A G R E E A B L E  T O  B O T H  B O D I E S .

T O D A Y  I ' M  G O I N G  T O  O U T L I N E  F O R  Y O U  S O M E  O F  M Y  P E R S O N A L  T H O U G H T S  

A B O U T  T H E  PROS' A N D  C O N S  O F  T H E  A N N U I T Y  A N D  S T A I R S T E P P I N G  

A P P R O A C H E S .  A S  Y O U  K N O W ,  M Y  P E R S O N A L  P R E F E R E N C E  F O R  R E S O L U T I O N  

O F  T H I S  I S S U E  IS IIB 239, T H E  S O  C A L L E D  " S T A I R S T E P P I N G "  P R O P O S A L .

T H E  B I L L  W O U L D  M A K E  O N L Y  O N E  C H A N G E  T O  T H E  C U R R E N T  P R O G R A M  ---- I T

W O U L D  I N C R E A S E  T H E  A G E  O F  E L I G I B I L I T Y  B Y  O N E  Y E A R ,  E A C H  Y E A R ,  

B E G I N N I N G  I N  F Y  92. T H E  E F F E C T  O F  T H I S  C H A N G E  IS T O  E V E N T U A L L Y  

P H A S E  O U T  T H E  P R O G R A M  B E C A U S E  N O  O N E  Y O U N G E R  T H A N  65 I N  J U L Y  O F  

1 9 9 1  W O U L D  B E  E L I G I B L E  F O R  A  B O N U S .  I N  O T H E R  W O R D S ,  A N Y O N E  W H O  

T U R N S  60 B Y  J U L Y  O F  1 9 8 6  W I L L  B E  E L I G I B L E  F O R  A  M O N T H L Y  B O N U S  F O R  

L I F E  W H E N  T H E Y  B E C O M E  65. T H E  B I L L  A L L O W S  T H O S E  P R E S E N T L Y  I N



T H E I R  6 0 s  T O  C O N T I N U E  G E T T I N G  A  B O N U S  B E C A U S E  I B E L I E V E  T H A T  

T H E R E  A R E  M A N Y  I N D I V I D U A L S  I N  T H I S  A G E  G R O U P  W H O  A R E  C O U N T I N G  O N  

R E C E I V I N G  T H E  B O N U S  E V E N  T H O U G H  T H E Y  A R E  N O T  E L I G I B L E  YET., A L S O ,  

I B E L I E V E  T H E R E  A R E  M A N Y  E L D E R S  I N  T H E I R  S I X T I E S  W H O  N E E D  T H E  

B O N U S  E V E N  T H O U G H  T H E Y  A R E  N O T  Y E T  R E C E I V I N G  IT. O F  C O U R S E  A N Y  

A G E  C U T  O F F  IS U L T I M A T E L Y  A R B I T R A R Y ,  B U T  A  L I N E  M U S T  B E  D R A W N  

S O M E W H E R E ,  A N D  I T H I N K  60 I S  A  G O O D  P L A C E  T O  D R A W  T H A T  L I N E .

IN T E R M S  O F  L O N G  R A N G E  G E N E R A L  F U N D  C O S T S ,  H B  2 3 9  IS P R O B A B L Y  

G O I N G  T O  B E  A  L I T T L E  L E S S  E X P E N S I V E  T H A N  T H E  T W O  A N N U I T Y  

P R O P O S A L S .  I T H I N K  I T S  I M P O R T A N T  T O  R E M E M B E R ,  H O W E V E R ,  T H A T  

T H O S E  A N N U I T Y  P R O P O S A L S  R E A L L Y  H A V E  A  M U C H  L A R G E R  T O T A L  C O S T  

B E C A U S E  IN A D D I T I O N  T O  T H E  G E N E R A L  F U N D  M O N I E S  N E E D E D  T O  P A Y  F O R  

T H E  R E S I D U A L  L O N G E V I T Y  B O N U S  P R O G R A M ,  E A C H  I N D I V I D U A L  A L A S K A N  

C O N T R I B U T E S  T H E I R  D I V I D E N D  C H E C K  IN O R D E R  T O  R E C E I V E  A N  A N N U I T Y .  

T H U S ,  T H E  T R U E  C O S T  O F  T H E  P R O G R A M  I N C L U D E S  T H I S  A M O U N T  T H A T  

I N D I V I D U A L S  W I L L  P A Y  O U T  O F  T H E I R  O W N  P O C K E T S .  H B  2 3 9  E N D S  T H E  

P R O G R A M  A N D  T H E  C O S T  A S S O C I A T E D  W I T H  IT W H E R E A S  T H E  A N N U I T Y  

P R O P O S A L S  R E P L A C E  T H E  O L D  P R O G R A M  W I T H  A  S T A T E  R E T I R E M E N T  P R O G R A M  

A N D  S H I F T  T H E  C O S T  F R O M  T H E  S T A T E  T O  T H E  P E O P L E .

T H I S  D I F F E R E N C E  IN T O T A L  C O S T  U N D E R S C O R E S  P E R H A P S  T H E  M A J O R  

P O L I C Y  C H O I C E  T H A T  W E  F A C E  I N  R E S O L V I N G  T H E  F U T U R E  O F  T H E  B O N U S  

P R O G R A M .  S T A I R S T E P P I N G  E N D S  T H E  P R O G R A M  W I T H  P L E N T Y  O F  N O T I C E .

I T  A L L O W S  Y O U N G E R  I N D I V I D U A L S  T H E  T .IE N E E D E D  T O  A D J U S T  A N D  M A K E  

A L T E R N A T I V E  A R R A N G E M E N T S .  IN C O N T R A S T ,  T H E  A N N U I T Y  P R O P O S A L S  E N D  

T H E  C U R R E N T  B O N U S  P R O G R A M  A N D  E S T A B L I S H  A  S T A T E  S P O N S O R E D



R E T I R E M E N T  P R O G R A M  IN I T S  P L A C E .  T H E  M A I N  Q U E S T I O N  T H E  

L E G I S L A T U R E  F A C E S  IS W H E T H E R  T H E  S T A T E  S H O U L D  B E  IN T H E  

R E T I R E M E N T  B U S I N E S S . D O  W E  N E E D  T O  E S T A B L I S H  A  P R O G R A M  T O  

E N C O U R A G E  A L A S K A N S  T O  S A V E  F O R  T H E I R  R E T I R E M E N T ,  O R  IS T H I S  

S O M E T H I N G  T H A T  IS B E T T E R  H A N D L E D  O N  A N  I N D I V I D U A L  B A S I S  I N  T H E  

P R I V A T E  S E C T O R ?

M Y  P R E F E R E N C E  IS T O  K E E P  T H E  S T A T E  O U T  O F  T H E  R E T I R E M E N T  

B U S I N E S S .  T H I S  IS E S P E C I A L L Y  I M P O R T A N T ,  I T H I N K ,  IF T H E  A N N U I T Y  

O P T I O N  O F F E R E D  B Y  T H E  S T A T E  I S  N O T  G O I N G  T O  B E  C O M P E T I T I V E  W I T H  

R E T I R E M E N T  O P T I O N S  A V A I L A B L E  I N  T H E  P R I V A T E  S E C T O R .  O U R  S T A T E  

A F F A I R S  C O M M I T T E E  H A S  H E A R D  T E S T I M O N Y  I N D I C A T I N G  T H A T  T H E  A N N U I T Y  

W I L L  O N L Y  B E  C O M P E T I T I V E  I F  I T  IS T A X  D E F E R R A B L E .  Y E T  I T  IS M Y  

U N D E R S T A N D I N G  T H A T  T A X  D E F E R A B I L I T Y  IS L I K E L Y  O N L Y  F O R  T H O S E  

Y E A R S  T H A T  T H E  A N N U I T Y  IS S U B S I D I Z E D .  I A M  N O T  P R E P A R E D  T O  

S U P P O R T  S U B S I D I Z A T I O N  F O R  T H R E E  R E A S O N S :  (1) IT G O E S  A G A I N S T  O N E

O F  T H E  M A J O R  P U R P O S E S  O F  T H E  A N N U I T Y  P R O P O S A L  —  T O  R E L I E V E  T H E  

S T A T E ' S  B U R D E N  T O  S U P P O R T  T H E  P R O G R A M ,  (2) I D O  N O T  T H I N K  T H E R E  

IS E N O U G H  G E N E R A L  F U N D  M O N E Y  T O  A C C O M P L I S H  A N N U A L  F R O N T L O A D I N G  

A N D  (3) I D O  N O T  S U P P O R T  U S I N G  T H E  U N D I S T R I B U T E D  I N C O M E  A C C O U N T  

F O R  T H I S  P U R P O S E .

A N O T H E R  M A J O R  I S S U E  T H A T  W E  F A C E  IS H O W  P O O R  E L D E R S  W I L L  F A R E  

U N D E R  B O T H  A P P R O A C H E S .  T H E  Q U E S T I O N  O F  E L D E R S  65 A N D  O V E R  IS 

A D D R E S S E D  I N  A L L  P L A N S  B Y  A L L O W I N G  T H E M  T O  C O N T I N U E  R E C E I V I N G  

:jUS& P B O N U S  A N D  A  D I V I D E N D  F O R  T H E  R E S T  O F  T H E I R  L I V E S .  B U T  

W H A T  A B O U T  L O W E R  I N C O M E  E L D E R S  T H A T  H A V E  N O T  Y E T  T U R N E D  6 5 ?  I



B E L I E V E  T H A T  O N L Y  T H E  A F F L U E N T  C A N  A F F O R D  T O  I N V E S T  IN T H E  

A N N U I T Y  P R O G R A M  P R O P O S E D  I N  S B  56. T H E R E F O R E ,  L E S S  F O R T U N A T E  

E L D E R S  A R E  G O I N G  T O  H A V E  T O  M A K E  A  C H O I C E  T H A T  T H E Y  C A N N O T  A F F O R D

  E I T H E R  T H E Y  G E T  A  B O N U S  E Q U I V A L E N T  T O  $ 3 0 0 0  P E R  Y E A R  A N D  N O

D I V I D E N D  O R  T H E Y  G E T  A  R E D U C E D  B O N U S  A N D  C O N T I N U E  T O  G E T  A  F U L L  

D I V I D E N D .  H B  2 3 9  A L L O W S  P O O R E R  E L D E R S  T O  C O N T I N U E  T O  G E T  B O T H  

T H E I R  B O N U S  A N D  T H E I R  D I V I D E N D .  I T H I N K  T H E S E  T W O  S O U R C E S  O F  

I N C O M E  A R E  B O T H  V E R Y  I M P O R T A N T  T O  E L D E R S ,  E S P E C I A L L Y  T H O S E  T H A T  

L I V E  I N  R U R A L  A L A S K A .

O N E  O F  T H E  B I G G E S T  C R I T I C I S M S  O F  H B  2 3 9  IS T H A T  IT D O E S  N O T  H E L P  

A N Y  O N E ,  A F F L U E N T  O R  P O O R ,  W H O  D O E S  N O T  R E A C H  65 B Y  J U L Y ,  1 9 9 1 . 

T H I S  M E A N S  T H A T  S O M E  L O N G  T E R M  R E S I D E N T S  W I L L  N O T  R E C E I V E  A  

B O N U S .  O N E  O F  T H E  M A I N  G O A L S  O F  S T A I R S T E P P I N G  IS T O  I N S U R E  T H A T  

T H O S E  W H O  N O W  C O U N T  O N  T H E  B O N U S  A R E  A B L E  T O  R E C E I V E  I T  F O R  T H E  

R E S T  O F  T H E I R  L I V E S ,  N O T  T O  I N S U R E  T H A T  F U T U R E  G E N E R A T I O N S  O F  

E L D E R  A L A S K A N S  C O N T I N U E  T O  R E C E I V E  A  B O N U S .  I T  IS M Y  

U N D E R S T A N D I N G  T H A T  T H E  O R I G I N A L  P U R P O S E  O F  T H E  B O N U S  P R O G R A M  W A S  

T O  E N C O U R A G E  P R E  S T A T E H O O D  E L D E R  A L A S K A N S  T O  S T A Y  IN A L A S K A  I N  

T H E I R  S E N I O R  Y E A R S .  I B E L I E V E  T H A T  S T A I R S T E P P I N G  IS T H E  O N L Y  

A F F O R D A B L E  A N D  F A I R  W A Y  T O  P R O T E C T  T H E  B O N U S  O F  T H E  L A R G E  

M A J O R I T Y  O F  T H E S E  E L D E R S .

S O M E  S A Y  T H A T  T H E  A N N U I T Y  P R O P O S A L  IN S B  56 IS A L S O  A  

S T A I R S T E P P I N G  P R O P O S A L  B E C A U S E  IT P H A S E S  O U T  T H E  G E N E R A L  F U N D  

C O S T  O F  T H E  P R O G R A M .  B U T  I T H I N K  T H E R E  IS A  B I G  D I F F E R E N C E  

B E T W E E N  S T A I R S T E P P I N G  B Y  A G E  A N D  S T A I R S T E P P I N G  B Y  D O L L A R



D E C R E A S E S .  T H E  B I G  D I F F E R E N C E  I S  T H E  W A Y  IN W H I C H  T H E  P O O R E S T  

E L D E R S  A R E  T R E A T E D .  S T A I R S T E P P I N G  B Y  A G E  I N S U R E S  T H A T  T H E S E  

P O O R E S T  E L D E R S  C O N T I N U E  T O  R E C E I V E  T H E  F U L L  B O N U S  A N D  T H E  F U L L  

D I V I D E N D  C H E C K .  S T A I R S T E P P I N G  B Y  D O L L A R  D E C R E A S E S  M A K E S  T H E S E  

I N D I V I D U A L S  S U F F E R ,  IN M Y  O P I N I O N ,  B E C A U S E  O F  T H E  C H O I C E  T H E Y  

H A V E  T O  M A K E  B E T W E E N  S O U R C E S  O F  I N C O M E .

N O W  I K N O W  T H A T  A L O T  O F  S E N I O R S  O B J E C T  T O  T H E  L E G I S L A T U R E  

C O N S I D E R I N G  F I N A N C I A L  N E E D  IN R E S O L V I N G  T H I S  P R O B L E M .  I H A V E  

R E S P E C T E D  T H A T  P O I N T  O F  V I E W  B Y  N O T  A D V A N C I N G  A  S O L U T I O N  T H A T  IS 

B A S E D  S O L E L Y  O N  N E E D .  B U T  I T H I N K  I W O U L D  B E  A C T I N G  

I R R E S P O N S I B L Y  IF I D I D  N O T  C O N S I D E R  H O W  L O W  I N C O M E  S E N I O R S  A R E  

G O I N G  T O  F A R E  U N D E R  T H E  V A R I O U S  S O L U T I O N S  B E F O R E  US.

S T A I R S T E P P I N G  A D D R E S S E S  T H E I R  N E E D S  W I T H O U T  M A K I N G  T H E  L O N G E V I T Y  

B O N U S  N E E D S  B A S E D .  T H E  P O O R E S T  E L D E R S  A R E  T R E A T E D  F A I R L Y  W I T H O U T  

A T T A C H I N G  A N Y  S T I G M A  T O  T H E  B O N U S  T H A T  B E T T E R  O F F  E L D E R S  W O U L D  

A L S O  R E C E I V E .  IN O T H E R  W O R D S ,  A L L  C U R R E N T  E L D E R S  A R E  T R E A T E D  

E Q U A L L Y  A N D  T H E  N E E D S  O F  B O T H  A R E  M E T .  T H E  T R A D E  O F F ,  O F  C O U R S E , 

IS T H A T  Y O U N G E R  A L A S K A N S ,  L I K E  Y O U  A N D  ME, W O U L D  N O T  G E T  A  B O N U S .

T H E S E  C O M M E N T S  S H O U L D  N O T  B E  I N T E R P R E T E D  A S  E V I D E N C E  O F  A  L A C K  O F  

C O N C E R N  F O R  T H E  R E T I R E M E N T  Y E A R S  O F  T H O S E  A L A S K A N S  W H O  W I L L  N O T  

R E A C H  65 B Y  F Y  92. I N S T E A D ,  T H E Y  R E F L E C T  A  P H I L O S O P H Y  O F  T R U L Y  

" S U B S T I T U T I N G  P R I V A T E  T H R I F T  F O R  P U B L I C  L A R G E S S E " ,  T H E  S U P P O S E D  

T H E M E  O F  T H E  A N N U I T Y  P R O P O S A L .  I D O  N O T  T H I N K  T H A T  W E  N E E D  T O  

F O R C E  O R  E V E N  E N C O U R A G E  Y O U N G E R  A L A S K A N S  T O  S A V E  B Y  E S T A B L I S H I N G  

A  S T A T E  R E T I R E M E N T  P R O G R A M .  T H E R E  A R E  P L E N T Y  O F  S A V I N G S  O P T I O N S



A V A I L A B L E  I N  T H E  P R I V A T E  S E C T O R  F O R  T H O S E  I N D I V I D U A L S  W H O  A R E  I N  

A  P O S I T I O N  T O  D E F E R  C A S H  U N T I L  A  F U T U R E  P O I N T  I N  T I M E .

I T H I N K  I T S  A L S O  I M P O R T A N T  T O  R E M E M B E R  A L L  T H E  O T H E R  S T A T E  

P R O G R A M S  T H A T  E X I S T  T O  S E R V E  T H E  E L D E R L Y .  I ' L L  O N L Y  R E M I N D  Y O U  

O F  A  F E W :  W E  P R O V I D E  L O W  C O S T  H O U S I N G  T O  S E N I O R S ,  W E  S U P P L E M E N T

T H E I R  S O C I A L  S E C U R I T Y  C H E C K S  T H R O U G H  O L D  A G E  A S S I S T A N C E ,  W E  

P R O V I D E  T H E M  W I T H  T A X  R E L I E F ,  A N D  W E  P R O V I D E  G R A N T S  F O R  S E N I O R  

C E N T E R S  A N D  T H E  L I K E  I N  A L M O S T  E V E R Y  A L A S K A N  C O M M U N I T Y .  T H E  

P O I N T  T O  B E  M A D E  IS T H A T  T H E  B O N U S  IS N O T  T H E  O N L Y  W A Y  IN W H I C H  

W E  S H O W  O U R  E L D E R L Y  H O W  I M P O R T A N T  T H E Y  R E A L L Y  A R E  T O  US.

M O R E O V E R ,  I T  IS L I K E L Y  T H A T  A  F U T U R E  L E G I S L A T U R E  W I L L  D E C I D E  TIJAT 

S O M E  O T H E R  M E T H O D  O F  A S S I S T I N G  P O O R  E L D E R S  IS N E C E S S A R Y  T O  

S U P P L E M E N T  A  P H A S E D  O U T  L O N G E V I T Y  B O N U S  P R O G R A M .  I D O  N O T  T H I N K  

T H A T  T H I S  I S  S O M E T H I N G  T H A T  W E ,  T H E  L E G I S L A T U R E  O F  1 9 8 5 ,  C A N  

A N A L Y Z E  A N D  R E A C T  T O  A T  T H I S  T I M E .  W E  S H O U L D  N O T  V I E W  O U R  

A C T I O N  T H I S  Y E A R  A S  T H E  F I N A L  A C T I O N  T H A T  W I L L  E V E R  B E  T A K E N  T O  

A S S I S T  A L A S K A N  E L D E R S .  T H E  C O U R T S  H A V E  T O L D  U S  T H A T  T H E  25 Y E A R  

R E S I D E N C Y  R E Q U I R E M E N T  O F  T H E  O R I G I N A L  P R O G R A M  W A S  

U N C O N S T I T U T I O N A L .  W E  H A V E  T O  L I V E  W I T H  T H I S  F A C T . I B E L I E V E  W E  

S H O U L D  E N D  T H A T  P R O G R A M  I N  A S  F A I R  A  M A N N E R  A S  P O S S I B L E  A N D  L E T  

F U T U R E  L E G I S L A T U R E S  D E C I D E  IF A N O T H E R  P R O G R A M  IS N E E D E D  T O  A S S I S T  

A L A S K A N  E L D E R S  A T  T H A T  F U T U R E  P O I N T  IN T I M E .

E V E N  IF I A M  H O T  S U C C E S S F U L  IN C O N V I N C I N G  M Y  C O L L E A G U E S  T H A T  W E  

S H O U L D  L E A V E  T H E  Q U E S T I O N  O F  A  R E P L A C E M E N T  P R O G R A M  T O  F U T U R E



L E G I S L A T O R S ,  I W I L L  C O N T I N U E  T O  P R E S S  F O R  S E P A R A T E  C O N S I D E R A T I O N  

O F  P H A S I N G  O U T  T H E  B O N U S  A N D  E S T A B L I S H I N G  A  S T A T E W I D E  R E T I R E M E N T  

P R O G R A M .  I R E A L L Y  D O  B E L I E V E  T H A T  T H E Y  A R E  T W O  D I F F E R E N T  I S S U E S .

IF Y O U  R E A L L Y  W A N T  T O  S E T  U P  A N  A N N U I T Y  P R O G R A M ,  IT W O U L D  B E  M U C H

M O R E  A T T R A C T I V E  T O  M E  I F  IT W A S  N O T  T I E D  T O  T H E  P H A S E  O U T  O F  T H E

B O N U S  P R O G R A M .  I H A V E  T O L D  Y O U  M Y  F E E L I N G S  A B O U T  T O D A Y ' S  E L D E R S

N E E D I N G  B O T H  T H E I R  F U L L  B O N U S  A N D  T H E  F U L L  D I V I D E N D .

A D D I T I O N A L L Y ,  I F E E L  S T R O N G L Y  T H A T  W E  S H O U L D  N O T  R U S H  T O  C H A N G E  

T H E  D I V I D E N D  P R O G R A M .  I ' M  N O T  C O N V I N C E D  T H A T  T H E  G E N E R A L  P U B L I C  

S U P P O R T S  A N Y  C H A N G E S  T O  T H E  D I V I D E N D  P R O G R A M ,  A N D  I W A N T  T O  H E A R  

M O R E  F R O M  T H E M .

W I T H  R E G A R D  T O  T H E  H O L D  H A R M L E S S  I S S U E ,  I T H I N K  W E  A R E  A L L  

B A S I C A L L Y  IN A G R E E M E N T  O N  T H E  H O L D  H A R M L E S S  I S S U E .  WIIAT W E  A R E  

N O T  F U L L Y  T O G E T H E R  O N  Y E T  IS H O W  T O  D E A L  W I T H  T H E  L A R G E R  

Q U E S T I O N .  I H O P E  T H A T  T H E S E  R E M A R K S  W I L L  A I D  Y O U  I N  T H A T  T A S K  

A N D  I P L E D G E  T O  K E E P  W O R K I N G  W I T H  A L L  L E G I S L A T O R S  U N T I L  W E  D O  

F I N D  A  M U T U A L L Y  A G R E E A B L E  S O L U T I O N .

A L S O ,  M A D A M E  C H A I R ,  I W I L L  M E N T I O N  B R I E F L Y  T H A T  T H E R E  A R E  M A N Y  

D I F F E R E N T  W A Y S  T O  S T A I R S T E P .  D E P E N D I N G  O N  W H E N  Y O U  S T A R T ,  IF Y O U  

S T O P  A T  A  G I V E N  P O I N T  IN T I M E ,  H O W  O F T E N  Y O U  R A I S E  T H E  A G E ,  A N D  

W H E T H E R  O R  N O T  Y O U  S T A I R S T E P  B Y  D O L L A R S  O R  B Y  A G E ,  T H E  R E S U L T S  
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Y o u  h a v e  r e q u e s t e d  a sectional analysis of H B  239, the 
s o - c a l l e d  " s t a i r - s t e p p i n g "  l o n g e v i t y  b o n u s  bill.

S e c tion 1 of the bil l provides that, on July 1, 1991, the 
age r e q u i r e m e n t  for eli gib i l i t y  to r e c e i v e  a l o n g e v i t y  bonus 
p a y m e n t  w i l l  i n c rease from 65 to 66 y e a r s  of age. On J u l y  1 
of e a c h  y e a r  after that, the age of e l i g i b i l i t y  will i n­
crease b y  one y e a r  so that in 1992 it w i l l  be 67, in 1993 it 
w i l l  be 68, and so on. As a result, a n y o n e  w h o  is not 65 
years o l d  b e f o r e  J u l y  1, 1991, w i l l  n e v e r  b e c o m e  eligible 
for the program. A f t e r  that date, the o n l y  p e o p l e  not 
a l r e a d y  e l i g i b l e  for the longevity  b o n u s  w h o  m a y  b e g i n  r e­
cei v i n g  the b onus are those w h o  m o v e  to the state, m e e t  the 
n e w  age r e q u irement s, and meet the o t h e r  r e q u i r e m e n t s  such 
as the one y e a r  r e s i d e n c y  requi rement. B e c a u s e  there w i l l  
be v e r y  f e w  n e w  recipients, the p r o g r a m  w i l l  g r a d u a l l y  pha se 
i tself out t h r o u g h  the m o r t a l i t y  of those a l r e a d y  e ligible 
w h e n  the s t a i r - s t e p p i n g  begins.

S e c t i o n  2 r e p e a l s  sec. 11, ch. 38, S L A  1984, w h i c h  w o u l d  
h a v e  r e p e a l e d  the longevit y bonus p r o g r a m  on J u n e  30, 1985. 
This is n e c e s s a r y  to m a k e  it clear that the l o n g evi ty bonus 
p r o g r a m  is not r e p e a l e d  on that date.

S e ction 3 p r o vides for an imm ediate e f f e c t i v e  date.

If I m a y  be o f  a ny further a s s i s t a n c e  p l e a s e  feel free to 
contact me.

K B L :ojb 
J12/036



SISITATE S T A T E  A F F A I R S  C O M M I T T E E  
L E T T E R  O F  I N T E N T  
Oil S E N A T E  B I L L  5b

The l e g i s l a t u r e  is a w a r e  that c h a n g e s  in the 
f e d e r a l  s t a t u t o r y  scheme for d e t e r m i n i n g  e l i g i b i l i t y  for 
a s s i s t a n c e  p r o g r a m s  h a v e  c r e a t e d  p r o b l e m s  for i n d i v i d u a l s  
n e w l y  e l i g i b l e  to r e c e i v e  the A l a s k a  L o n g e v i t y  Bonus. 
S p e c i f i c a l l y ,  e l i g i b i l i t y  for the B o n u s  is r e s u l t i n g  in some 
n e e d y  i n d i v i d u a l s  l o s i n g  the b e n e f i t s  for w h i c h  they w e r e  
p r e v i o u s l y  eligible. The D e p a r t m e n t  of H e a l t h  a n d  SociaJ 
Se r v i c e s  has i n f o r m e d  the l e g i s l a t u r e  that they can r e c t i f y  
the m o s t  s e rious a s p e c t s  of the p r o b l e m  it s u f f i c i e n t  funds 
are a p p r o p r i a t e d ,  and if the l e g i s l a t u r e  e x p r e s s e s  its 
i n t e n t  that the D e p a r t m e n t  do so. T h e  funds n e e d e d  are e s­
ti m a t e d  to be $ 4 1 3 , 8 4 7 . 0 0  This l e t t e r  is e v i d e n c e  of that 
l e g i s l a t i v e  intent.

P r i o r  to the last C o n g ress, f e d e r a l  law p r o v i d e d  
that i n c o m e  f r o m  the A l a s k a  L o n g e v i t y  Bonus p r o g r a m  w o u l d  
n o t  b e  c o u n t e d  as i n co me for the p u r p o s e  of d e t e r m i n i n g  
e l i g i b i l i t y  for S u p p l e m e n t a l  S o c i a l  S e c u r i t y  (SSI).
42 U.S.C. 1 3 8 2 ( b ) ( 2 ) ( B ) .  L a s t  year, the A l a s k a  L o n g e v i t y  
Bonus p r o g r a m  was a m e n d e d  to o p e n  the p r o g r a m  up to any 
i n d i v i d u a l  o v e r  age 65 w h o  h a d  r e s i d e d  in the stat e for one 
year. C o n g r e s s  a m e n d e d  the a b o v e - c i t e d  s t a t u t e  to p r o v i d e  
that i n c o m e  f r o m  the b o n u s  w o u l d  n o t  b e  c o u n t e d  only if an 
i n d i v i d u a l  b e c a m e  e l i g i b l e  p r i o r  to S e p t e m b e r  30, 1985 and 
it that i n d i v i d u a l  m e t  the 25 y e a r  r e s i d e n c y  r e q u i r e m e n t  of 
the f o r m e r  law. Thus, i n d i v i d u a l s  w h o  e i t h e r  do not m e e t  
the 25 y e a r  r e q u i r e m e n t  or w h o  b e c o m e  e l i g i b l e  for the bonus 
a f t e r  S e p t e m b e r  30, 1985 w i l l  h a v e  the b o n u s  c o u n t e d  as
i n c o m e  tor SSI and, as a result, t o r  m e d i c a i d .  Further, 
even it an i n d i v i d u a l  does not a p p l y  tor the bonus, the 
b onus is t r e a t e d  as a " p r i o r  r e s o u r c e "  w h i c h  m u s t  be 
e x h a u s t e d  b e f o r e  a s s i s t a n c e  can be claimed.

For those i n d i v i d u a l s  w i t h o u t  m e d i c a l  problems, 
t hese c h a n g e s  in the law m e a n  that w h a t  they r e c e i v e  f r o m  
the bonus is d e d u c t e d  f r o m  w h a t  they w o u l d  h a v e  r e c e i v e d  
f r o m  a s s i s t a n c e  pro grams. T h e y  a r e  n o t  w o r s e  off, b ut they 
do not r e c e i v e  the b e n e f i t  of the bonus. However, if 
r e c e i p t  of the b o n u s  m a k e s  them i n e l i g i b l e  for assistance, 
they also lose e l i g i b i l i t y  for m e d i c a i d ,  and r e c e i p t  of the 
b o n u s  does n o t  o f f s e t  lost m e d i c a l  benefit s. SB 56 provi d e s  
that a r e s i d e n t  of a n u r s i n g  h o m e  is n o t  e l i g i b l e  for the 
bonus, thus n u r s i n g  h o m e  r e s i d e n t s  are p r o t e c t e d  f r o m  losing 
m e d i c a l  b e n e f i t s  b e c a u s e  of the bonus. It is the i n d i v i d u a l  
w h o  is n o t  in a n u r s i n g  home, b u t  w h o  r e c e i v e s  m e d i c a l  
a s s i s t a n c e  t h r o u g h  m e d i c a i d ,  w h o  m a y  b e  h a r m e d  b y  r e c e i p t  of 
the b o n u s .

It is the i n t e n t  of the l e g i s l a t u r e  that the D e p a r t­
men t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  take steps to insure 
that e l i g i b i l i t y  for the A l a s k a  L o n g e v i t y  B onus not d e p rive 
n e e d y  i n d i v i d u a l s  of n e c e s s a r y  m e d i c a l  care.

S e n a t e  State A f f a i r s  C o m m i t t e e
Hiteh-^'Abood,
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IN T H E SENATE B Y  T H E  STATE AFFAI R S  COMMITTEE

CS FOR SENATE B I L L  NO. 56 (State Affairs)

IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

F O U R T E E N T H  L E G I S L A T U R E  - FIRST SESSION 

A BILL

Fo r  an Act entitled: "An Act a m ending the l o n ge v i t y  bonus p r o g r a m  and the

p e rmanent fund d i v i d e n d  program, esta b l i s h i n g an 

annuity program; and pr o v i d i n g  for an effective 

d a t e ."

BE IT E N A C T ED  BY THE L E G I S L AT U R E  OF TH E  STATE OF ALASKA:

* Section 1. FINDINGS A N D  PURPOSE. The legislature finds and declares 

that

(1) it is in the public interest to continue the longevity bonus 

program; however, as oil reserves decline ove r  the years, it wil l  become 

i n c r e as i n g l y  d i f ficult to provide the b e n efits of the longevity bonus 

p r o g r a m  through the gene r a l  fund; as a result, that prog ra m  must be ph a s e d  

out over the years;

(2) it is a ppropriate that in d i v id u a l s  save for their own r e­

tirement, and it is also approp ri a t e  that the state es ta b l i s h  b o t h  means 

and incentives for A l a s k a  residents to set aside retirement funds; a c c o r d­

ingly, it is a purp o s e  of this l e g i s la t i o n  to create an annuity program, 

and to en c o ur a g e  Al a skans to p a r t i c i p a t e  in that p r o g r a m  by a ut h o r i z i n g 

general fund supplements that w o u l d  result in annuity payments that are 

larger than an indivi d u a l  could e arn throu g h  priva t e  investment of the 

permanent fund dividend;

(3) many r e t i r e d  A l a skans have m a d e  t heir retirement plans in 

reliance on the a v a i l a b i l i ty  of b o t h  the e x i s t i n g  longevity bonus and the 

permanent fund dividend; accordingly, the l e g is lature finds that it is 

a p p r opriate to continue bot h  those programs for these individuals;

O f f e r e d :  1 / 3 0 / 8 5
R e f e r r e d :  J u d i c i a r y

-1- C S S B  5 6 ( SA)



1 (4) t he m o s t  s u i t a b l e  s o u r c e  of  f u n d s  f o r  the a n n u i t y  p r o g r a m

2 c r e a t e d  by t h i s  A c t  a re t h o s e  p e r m a n e n t  fun', e a r n i n g s  c u r r e n t l y  d i s t r i b u t e d

3 as d i v i d e n d s ; t h e r e f o r e  thi s  A c t  a p p l i e s  t he 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

4 of  y o u n g e r  A l a s k a n s  to a n n u i t y  a c c o u n t s  u n l e s s  t he i n d i v i d u a l  a l t e r n a t i v e l y

5 e l e c t s  to r e c e i v e  cash; i n  so d o i n g ,  thi s  A c t  w i l l  p r o m o t e  w i s e  s t e w a r d s h i p

6 o f  the p e r m a n e n t  f u n d  by  g i v i n g  e a c h  p a r t i c i p a n t  a d i r e c t  f i n a n c i a l  s t a k e

7 i n  its l o n g - t e r m  p r o f i t a b i l i t y ;  a n d

8 (5) n e i t h e r  the l o n g e v i t y  b o n u s  p r o g r a m ,  n o r  the a n n u i t y  p r o -

9 g r am, s h o u l d  be  v i e w e d  as a f o r m  o f  w e l f a r e ;  o t h e r  s t a t e  a n d  f e d e r a l  pro-

10 g r a m s  a r e  a v a i l a b l e  to m e e t  the b a s i c  n e c e s s i t i e s  of  life, a n d  a m o u n t s

11 r e c e i v e d  by a n  i n d i v i d u a l  u n d e r  t h i s  A c t  a r e  n o t  c a l c u l a t e d  on  th e  b a s i s  of

12 need.

13 * Sec. 2. AS  4 3 . 2 3 . 0 0 5 ( c )  is a m e n d e d  to read:

14 (c) A  p a r e n t ,  g u a r d i a n ,  o r  o t h e r  a u t h o r i s e d  r e p r e s e n t a t i v e  m a y

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

16 o n  b e h a l f  of  a n  i n c o m p e t e n t  i n d i v i d u a l  w h o  is e l i g i b l e  to r e c e i v e  a

17 d i v i d e n d  [P A Y M E N T ]  u n d e r  thi s  s e c t i o n .

18 * Sec. 3. AS  4 3 . 2 3 . 0 0 5  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:

19 (d) A  p e r s o n  w h o  is e l i g i b l e  to 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 -

20 d e n d  u n d e r  t h i s  s e c t i o n ,  or  w h o  is a u t h o r i s e d  to c l a i m  a d i v i d e n d  on

21 b e h a l f  of  a n o t h e r  u n d e r  (c) of  t his s e c t i o n ,  m a y  e l e c t  to r e c e i v e  c a s h

22 in lie u  of a n  a n n u i t y  share. A l t e r n a t i v e l y ,  a p e r s o n  m a y  e l e c t  to

23 r e c e i v e  n o t  l e s s  t h a n  25 p e r c e n t  of  the d i v i d e n d  in  c a s h  a n d  t he

24 r e m a i n d e r  as a n  a n n u i t y  c r e d i t .  A  p e r s o n  w h o  is 65 y e a r s  o f  a ge

25 b e f o r e  J a n u a r y  1, 1986, m a y  o n l y  r e c e i v e  cash.

26 * Sec. 4. AS  4 3 . 2 3 . 0 1 5 ( a )  is a m e n d e d  to  read:

27 (a) T h e  c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  u n d e r  t he A d m i n i s -

28 t r a t i v e  P r o c e d u r e  A c t  (AS 4 4 . 6 2 )  e s t a b l i s h i n g  t he p r o c e s s  f o r  de-

29 t e r m i n i n g  the e l i g i b i l i t y  of i n d i v i d u a l s  f o r  p e r m a n e n t  f u n d  d i v i d e n d s .

CSSB 5 6 ( SA)  - 2 -



1 T h e  c o m m i s s i o n e r  m a y  r e q u i r e  an  i n d i v i d u a l  to  p r o v i d e  p r o o f  o f  eli -

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

3 f r o m  o t h e r  s t a t e  d e p a r t m e n t s  or  a g e n c i e s  to d e t e r m i n e  the e l i g i b i l i t y

4  of an  i n d i v i d u a l .

5 * Sec. 5. A S  4 3 . 2 3 . 0 1 5 ( b )  is a m e n d e d  to read:

6 (b) T h e  d e p a r t m e n t  s h a l l  p r e s c r i b e  a nd f u r n i s h  an  a p p l i c a t i o n

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

8 c o n t a i n  a s t a t e m e n t  of e l i g i b i l i t y  a nd a c e r t i f i c a f i o n  of  r e s i d e n c y  in

9 s u b s t a n t i a l l y  the f o l l o w i n g  form:

10 I c e r t i f y  t h a t

11 ( ) I am  a s t a t e  r e s i d e n t  o n  t he d a t e  o f  this a p p l i c a t i o n

12 a n d  I h a v e  b e e n  a s t a t e  r e s i d e n t  f o r  at l e a s t  s i x  m o n t h s  i m m e d i a t e l y

13 p r e c e d i n g  the d a t e  of thi s  a p p l i c a t i o n ;  or

14 ( ) (name), the i n d i v i d u a l  o n  w h o s e  b e h a l f  1 a m  a p p l y i n g ,

15 is a s t a t e  r e s i d e n t  a n d  h a s  b e e n  a s t a t e  r e s i d e n t  f o r  at least s i x

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

17 I u n d e r s t a n d  that a f a l s e  c l a i m  o f  r e s i d e n c y  to o b t a i n  a p e r m a -

18 n e n t  f u n d  d i v i d e n d  for m y s e l f  or  f o r  a n o t h e r  is a  c r i m i n a l  o f f e n s e  a nd

19 that if c o n v i c t e d  1 w i l l  f o r f e i t  f u t u r e  p e r m a n e n t  f u n d  d i v i d e n d s  a nd

20 that 1 w i l l  lo se o r  m u s t  r e p a y  a ll p e r m a n e n t  f u n d  d i v i d e n d s  t h a t  h a v e

2 1  b e e n  c r e d i t e d  or  p a i d  to m e , i n c l u d i n g  an y  a c c r u e d  i n t e r e s t  i n  m y

22 a n n u i t y  a c c o u n t . 1 u n d e r s t a n d  tha t  this p e n a l t y  is in a d d i t i o n  to a ny
I

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

24 ________________  _____  ____________

25 (signature of individual, parent,

26 guardian, or o ther auth or i z e d

27 r e presentative)

28 * Sec. 6. AS 43.23.015(e) is amended to read:

29 (e) If a public agency claims a cash [PERMANENT FUND] dividend

-3- C S S B  5 6 (SA)
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on be h a lf  of an individual u n d e r  this s e c t i o n , the pub l i c  agency shall 

hol d  the divid e n d  in trust for the individual. M o n e y  hel d  in trust 

u n d e r this s u b se c t i o n  shall be invested by the c o m m i s s i o n e r in a c c o r­

dance w i t h  AS 37.10.070.

* Sec. 7. AS 43.23.015(f) is amended to read:

(f) A  m i n o r  or an incompetent i ndividual nay not m a i n t a i n  a 

claim against the state or an o f f i c e r  or employee of the state based 

eit he r  on the m a n n e r  in w h i c h  the parent, guardian, or a u t h o ri z e d  

r e p r e s en t a t i v e  other than a pu b l i c  agency of the state m a n a g e d  or 

d i s p o s e d  of pe r manent fund di v i de n d s  r e c e i ve d  on behalf of the m i n o r 

or i n c o m p e t e n t , or an e le ction mad e  or not made  on that i n d i v idual's 

behalf u nder AS 43.23.005(d) [INDIVIDUAL].

* Sec. 8. AS 43. 2 3 . 01 5  is amended by adding a n e w  s u b s e c t i o n to read:

(i) The permanent fund d i v i de n d  a p p l i c a t i o n  form shall be p r e­

pared to a llow an applicant, o ther than a pe rs o n  who is exempt u n de r  

AS 4 7 . 4 r .01 5 ( b ) , to elect to receive cash in lieu of a permanent fund 

d i v i d e n d .

* Sec. 9. AS 43. 2 3 . 03 5  is amended to read:

Sec. 43.23.035. PENALTIES AND ENFORCEMENT. (a) In a d d i t i o n  to 

any criminal penalties imposed by state law, if an indiv i d u a l  is 

co n victed of a crime in conne c t i o n  w i t h  a false statement mad e  in a 

c e r t i f i c a t i on  required under AS 43.23.015, and the c o n v i c t io n  is not 

reversed, that individual forfeits all p e r manent fund dividends c r e d­

ited or p a i d , together w i t h  any addit io n a l  credits to that i n d i­

vidual's annuity account and is not eligible for a future permanent 

fund dividend.

(b) If the com m i s s i o ne r  dete r m i ne s  that a cash [PERMANENT FUND] 

d i v i de n d  should not have b een claimed by or paid to an individual, the 

com mi s s i o n e r  may use all coll e c t io n  procedures or remedies av ailable
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1 for co l l e c t i o n  of taxes under this title to reco v e r  the payment of a

2 per m a n e nt  f und d i v idend that was i m p r o p e r l y  made. A notice of an

3 improperly p a i d  d iv i d e n d  must be sent to the individual w i t h i n  10

4 years a fter the improper payment. If notice is not sent w i t h i n  the

5 10-year period, procee d i n g s  m a y  not be c o m m e n c e d  in court for recovery

6 of the improp e r  p a y m e n t .

7 * Sec. 10. AS 43.23.035 is amended by adding a n e w  s u b s e c t i o n  to read:

8 (c) If the commissioner d e termines that a p e rmanent fund divi-

9 dend should not have bee n  credited to an individual's annuity account,

10 the c o m m i s s i o n e r  may, a fter n o c i c e  and o p p o r t u ni t y  for hearing, direct

11 the c o m m i s s i o n e r of a d m i n i s t r a t i o n  to debit the i n d i v i d u a l’s annuity

12 account for the amount w r o n g l y  credited. If the credit is the fault

13 of the individual, the debit must be made w i t h i n  10 years. If the

14 credit is the fault of the state, the debit must be made w i t h i n  three

15 y e a r s .

16 * Sec. 11. AS 43.23.055 is amended to read:

17 Sec. 43.23.055. DUTIES OF THE DEPARTMENT. The department shall

18 (1) annually make payments to individuals who are 65 y e a r s

19 of age before January 1 . 1986, and to individuals w h o  elect to receive

20 cash u nder AS 43.23.005(d) [PAY P E R M A N E N T  FUND  DI V I D E ND S  F R O M  THE

21 D I V I D E N D  FUND];

22 (2) adopt r egulations u n d e r  the A d m i n i s t r a t i v e  Procedure

23 Act (AS 44.62) that est a b l i s h  proc e d u r e s  and time limits for claiming

24 a permanent fund d i v i de n d  or for el e cting an annuity s h a r e ; the de-

25 p a r tment shall set the time limit for applications for permanent fund

26 div i d e n ds  so that the num b e r  of eligible a p plicants is d et e r m i n e d  by

27 O c t o b e r  1 of the y e a r  for w h i c h  the dividend is d ec l a r e d  and permanent

28 fund div i d e n d s for a y e a r  are p a i d  before April 30 of the y e a r  follow-

29 ing that year;
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(3) adopt regulations u n d e r  the A d m i n i s t r a t i v e  Procedure 

Act (AS 44.62) that es t a b l i s h  p r ocedures and time limits for an i n d i­

vidual up o n  e m a n c i p a t i o n  or u p o n  r ea c h i n g  m a j o r i t y  to apply for p e r m a­

nent fund dividends not credited or r e c e i v e d  d u r i n g  m i n o r i t y  because 

the parent, guardian, or o ther a u t h o r i z e d  r e p r e s e n t a t i v e  did not apply 

on be h a l f  of the individual; [AND]

(4) assist residents of the state, p a r t i c u l a r l y  in rural 

areas, who beca u s e  of language, disability, or i n a c c e s s i b i l i t y  to 

pu b l i c  t r a n s p o r t a t i o n  n ee d  assistance to e s t a b l i s h  e l i g i b i l it y  and to 

apply for permanent fund d i v i d e n d s ; and

(5) p r o v i de  the c o m m i s s i o ne r  of a d m i n i s t r a t i o n  w i t h  i n f o r­

mat i o n  ne c e s s a r y  to m a i n t a i n  individual annu i t y  a c co u n t  records and 

a d m i n i s t e r the annuity p r o g r a m .

* Sec. 12. AS 4 3 . 2 3 . 06 5  is amended to read:

Sec. 43.23.065. EX E MP T I O N  OF P E R M A N E N T  F UND DIVIDENDS. Fifty 

percent of a cash [THE ANNUAL] pe r m a n e n t fund d i v i d e n d  paym e n t  [PAY­

ABLE TO A N  INDIVIDUAL] is exempt from levy, execution, garnishment, 

attachment, or any o ther remedy for the c o l l e c t i o n  of debt. This 

e x e m p t i o n  applies to an eligible individual's per m an e n t  fund d i v idend 

b oth b e f o r e  and after payment is made to the individual. An e x emption 

is not a vailable u n d e r  this section f o r  c a s h  pe r m a n e n t  fund d i v idend 

payments [DIVIDENDS] taken to satisfy (1) child support obligations 

r e q u ir e d  by court o rder or d e c ision of the child support enforcement 

agency u nd e r  AS 4 7 . 23.140 - 47.23.220; (2) a debt owed by an eligible 

in dividual to an agency of the state, unless the debt is c on tested and 

an appeal is pending, or the time limit for filing an appeal has not 

expired; or (3) court ordered r e s t i t u t i o n  u n d e r  AS 12.55.045 -

12 .55.051 or 1 2 . 5 5 . 1 0 0 . A  child support o b l i g a t i o n  u n d e r  (1) of this 

section has p r i o r it y  over a debt owed to an agency of the state, and a
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p e r manent fund d i v i d e n d  may not be t a k e n  to satisfy a debt u n d e r  (2) 

of this section u ntil any p o r t i o n  of the d i v i d e n d  nec e s s a r y  to satisfy 

a child support o b l ig a t i o n  has been taken.

* Sec. 13. AS 43.2 3 . 0 6 5  is amen d e d  by a d d i n g  n e w su b s e c ti o n s  to read:

(b) W h e n  an indi v i du a l  owes a pa s t - d u e  debt d e s c r i b e d  in (a)(1) 

of this section, the department shall require that the individual take 

the individual's p e r manent fund d iv i d e n d  in cash.

(c) The courts of this state may, as a c o n d i t i o n  of any civil 

j u d g me n t  or re s t i t u t i o n  order u n d e r  AS 12.55.045 - 12. 5 5 . 0 51  or

12.55.100, require the d e fendant to take the d e f e n d a n t ' s  permanent 

fund d i v id e n d  in cash.

* Sec. 14. AS 43 . 2 3 .0 7 5  is amended to read:

Sec. 43.23.075. '"LIGIBILITY FOR P U B L I C  A SSISTANCE. (a) In 

d e t e r m i n i n g  the e ligibility of an indiv i d ua l  u n d e r  a p u b l i c  assistance 

p r o g r a m  a d m in i s t e r e d  by the Depa r tm e n t  of H e a l t h  and Social Services 

in w h i c h  eligib i l i t y for assistance is b a s e d on f in ancial need, the 

D e p a r t m e n t  of H e a l t h  and Social Services m a y  not c o n s i d e r  a permanent 

fund d i v i d e n d  as income or resources re c e i v e d  by the recipient of 

public assis t a n c e  or by a me m b e r  of the recipie n t ' s  h o u s e h o l d  unless 

required to do so by federal law or regulation. The Department of 

H e a l t h  and Social Services shall not i fy  all recipients of public 

a s s i s t a n c e of the effects of [RECEIVING] a p e rmanent fund dividend 

credit or cash p a y m e n t .

(b) A n  indi vi d u a l  who is d e n i e d  medi c al  a s s i s t an c e  u nder 42 

U.S.C. 1396 - 1396p (Social S e c urity Act, T itle XIX) solely because of 

the credit or receipt of a p e r manent fund d i v i d e n d  by the individual 

or by a m e m b e r  of the individual's h o u s e h o l d  is e l i g i b l e  for state- 

funded medic a l  assis t a n c e  u nder the gene r a l  relief a ssistance p r o g r a m 

(AS 47.25.120 - 47.25.300). The i n dividual is e n t i t l e d  to receive,
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1 for a pe r i od  not t:o ex c e e d  four months, the same level of m e d ic a l

2 assis t a n ce  as the individual w o u l d  have r e c e i v e d  u n d e r  42 U.S.C.

3 1396 - 1396p (Social S e c urity Act, Title XIX) ha d  there b e e n  no perma-

4 nent fund d i v i d e n d  program.

5 (c) A n  i nd i v i d u a l  who is de ni e d  a s s i s t a n c e  solely b e c a u s e  perma-

6 nent fund d i v id e n d s  credited to or r e c e i v e d by the indivi d u a l  or by a

7 m e m b e r  of the indi vi d u a l ' s  h o u s e h o l d  are counted as income or re-

8 sources u n d er  federal law or r e g u l a t i o n  is e l i g i b le  for cash assis-

9 tance u nder the g e n er a l  relief a s si s t a n c e  p r o g r a m  (AS 4 7 . 2 5 . 1 2 0  - 

47.25.100). N o t w i t h s t a n d i n g  the limit in AS 47.25.130, the i n d iv i d u a l

11 is entitled to receive, for a pe r i o d  not to exc e e d  four months, the

12 same amount as the indiv i du a l  w o u l d  have re c e i v e d  u n d e r  other public

13 a ssistance p r o grams had there been no p e r m a ne n t  fund d i vi d e n d  program.

14 * Sec. 15. AS 4 3 . 2 3 .0 9 5 ( 6 )  is repealed and ree n a c te d  to read:

15 (6) " p e r m a ne n t  fund d i v i d e n d” means a credit to an annui t y

16 account u n d e r  this c h ap t e r  except that, as appl i e d  to an i n dividual

17 who may receive only cash u n d e r  AS 4 3 . 2 3 .005(d) or 43.23.065, it means

18 a cash payment u n d e r  this chapter;

19 * Sec. 16. A S  43.23 is amen d e d  by adding n e w  sections to read:

20 A R T I C L E  2. A N N U I T Y PROGRAM.

21 Sec. 43.23.110. A N N U I T Y  INVE S T M E NT  FUND. (a) The annuity

22 investment fund is e s t a b l i s h e d  as a separate fund i- the state trea-

23 s u r y . N o t w i t h s t a n d i n g  A S  37.13.145, an amount equal to the p e r m a n en t

24 fund d i vidends t a k e n  as annu it y  credits u n d e r  this chapt e r  shall be

25 a n n ually t r a n s f e r r e d  fro m  the d i v i d e n d  fund to the annuity investment

26 fund.

27 (b) The l e g i s l a t ur e  m a y  ap p r o p r i a te  ei t h e r  general funat, or

28 earnings of the u n d i s t r i b u t e d  income account in the A l a s k a  p e r m a n e n t

29 fund, to the annu i t y inves tm e n t  fund. Funds a p p r o p r i a t e d  u n d e r  this
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1 s u bsection shall be all o c a te d  to the individual annu it y  accoun t s  of

2 those who are eligiole to receive a d i v i d en d  for that y ear and do not

3 elect cash u n d e r  AS 43.23.005(d). The a l l o c a t i o n  shall be mad e  in the

4 following manner:

5 (1) a credit will be m a d e  to the account of eac h  indiv i d u a l

6 who is at least 18 years old;

7 (2) the credit for each pe r s o n  from the age of 18 t h r o u g h

3 age 35 is the base amount; the size of the base amount is d et e r m i n e d

9 acc o rd i n g  to the amount of the appropriation;

10 (3) the credit for pers o n s  ove r the age of 35 is the base

11 amount, increased for each y ear of age ove r  35 up to and i n c l u d i n g  the

12 age of 65; the i n c re mental increase for each  y e a r  of age is a percent-

13 age ove r  the credit for the p r i o r y e a r  of age; that p e r c e n t a g e  shall

14 be es t a b lished w i t h  due regard for h i s t o r i c a l  and p r o j e c t e d  per m a n en t

15 fund returns on investment;

16 (4) if a pe r s o n  elects to receive a po r t i o n  of the d i v i d e n d

17 in cash under AS 43.23.005(d), the a l l o c a t i o n  to w h i c h  that p e r s o n  is

18 o therwise entitled will be reduced p r oportionately,

19 (c) Money ir. the annuity investment fund shall be i nv e s t e d  by

20 the c o m m i ssioner of revenue in investments a u t h o r i z e d u n d e r  AS 39.-

21 35.110. The com m i s s i o ne r  of a d m i n i s t r a t i o n  shall credit i ndividual

22 annuity accounts w i t h  earnings at a rate equal to the rate of interest

23 earned by the annuity investment fund.

24 (d) The legislature may an n ually approp r i a t e  to the Depar tm e n t

25 of A d m i n i s t r a t i o n  a n  amount sufficient l:o pay mont h l y  annu i ty  payments

26 for the subsequent fiscal y e a r  u nder AS 4 3 . 2 3 . 1 3 0 from the annu i ty

27 investment fund. Funds a p p r o p r i a te d  u n d er  this s u b s e c t i o n  shall be

28 transferred from the annuity i nvestment fund to the D e p a r t m e n t  of

29 A d m i n i s t r a t i o n  in order to meet the current demands of the annuity
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1 program.

2 (e) The legislature m a y  an n u a l l y  a p p r o p r i a te  from the annuity

3 investment fund an amount s u fficient to a d m i n i s t e r  the annuity pro-

4 gram. Any costs of a d m i n i s t r a t i o n  fun d e d  u nder this s u b s e c t i o n  shall

5 be allocated equ it a b l y  among all indiv id u a l  annuity accounts.

6 (f) N o t w i t h s t an d i n g  AS 3 9. 35.110 or (c) of this section, the

7 comm is s i o n e r  of revenue may invest all or part of the annuity invest-

8 ment fund in c o mmercial ins u r a nc e  c o n t r a c t s .

9 Sec. 43.23.120. A N N U I T Y  PROGRAM. (a) The annuity p r o g r a m  is

10 ad m i n istered by the c o mm i s s i o n e r  of administration. The commissioner

11 of a d m i n i s t r a ti o n  shall adopt regulation;' n e c e s s a r y  to implement the

12 annuity program.

13 (b) The c o m m i s s i on e r  of a d m i n i s t r a t i o n  shall m a i n t a i n  records of

14 individual annuity accounts and m a k e  annuity payments under AS 43.23.-

15 130.

16 Sec. 43.23.130. PAYMENT OF ANNUITIES. (a) A n  individual w i t h

17 one or more annuity credits may rece i v e  an annuity upon r e a ching the

18 age of 65 .

19 (b) A n  annuity u n d e r  this s e c t io n  is a mont h l y  payment during

20 the life of the annuitant. The amount of the monthly payment shall be

21 based upo n  the p rincipal and a c c r u e d interest in the person's annuity

22 account and shall be pai d  in the form of a straight life annuity. The

23 size of the annuity ma y  not vary on account of the individual's sex.

24 (c) A n  individual need not b e  a r e s ident of the state to be

25 eligible to received an annuity paym e nt  from the individual's account.

26 (d) Except as pr o vided in (e) of this section, a n  annuity

2 i account may not be assigned, sold, or o t h erwise t r an s ferred from one

28 individual to another. The right to receive an annuity u n d e r  this

29 section terminates up o n  the d e a t h  of the pe r s o n  who is eligible for
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1 the annuity and does not pass to that pe r son's estate.

2 (e) If a per s o n  dies b e f o r e  age 65, a lump sum payment shall,

3 subject to appropriation, be p a i d  to the su r v i v i ng  spouse by right of

4 surv i v or s h i p  unless a different b e n e f i c i a r y  was designated. W h e n  no

5 spouse survives and no b e n e f i c i a r y  was designated, the lump sum shall

6 be paid to the d ecedent's estate. The lump sum paym e n t  shall include

7 all p e rmanent fund di v i d e n d  contri b u t i o n s  made by the individual,

8 to g e t h e r  w ith interest, but shall not include any credits to the

9 individual's account made p u r s u a n t  to AS 43.23.110(b), or interest on

10 those credits.

11 (f) A n  individual does not receive a ve s te d  p r o p e r t y right in an

12 annuity payment until that paym e n t  is made. N o t w i t h s t an d i n g  this

13 section, the state is not o b l i g a t e d  to provide annu i t y  payments for

14 annuity credits granted u n d e r  AS 43.23.005.

15 * Sec. 17. AS 47.45.010(a) is a m e nd e d  to read:

16 (a) A  pe rs o n  who is 65 y ears of age or over, who resides in the

17 state for at least 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 a p p l i c a t i o n  for a

18 longevity bonus u nder this c h ap t e r  may apply to the c o m m is s i o n e r  of

19 a d m in i s t r a t i o n  for q u a l i f i c a t i o n  to receive a mont h ly  bonus [OF $250].

20 * Sec. 18. AS 47.45 is amended by ad d i n g  a n e w  section to read:

21 Sec. 47.45.015. A M O U N T  OF BONUS. (a) Except as p r o v i d e d in (b)

22 of this section, the mont h ly  l o n gevity bonus is equal to $250, in-

23 creased by three percent each y e a r  b e g i n n i n g  in fiscal y e a r  1987,

24 minus the m a x i m u m  possible annuity for a p e r s o n  65 years of age u nder

25 the annuity p r o g r a m  (AS 4 3 . 2 3 . 1 10  - 43.23.130), as d e t e r m i n e d  by the

26 c o m m i s s i o n e r  of administration.

27 (b) A person who is 65 years of age be f o r e J a n ua r y  1, 1986, is

28 entit l e d  to the full longevity bonus payment without re d u c t i o n  for the

29 annuity program.
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1 * Sec. 19. AS 47.45.070 is amended to read:

2 Sec. 47.45.070. U N Q U A L I F I E D  PERSONS. A n  u n q u a l i f i e d  p e r s o n  is

3 one who

4 (1) does not meet the age or r e s id e n c e  r e q u i rements as

5 p r o v i d e d  for u n d e r  this chapter;

6 (2) meets the age and r e s i de n c e  r e q ui r e m e n t s  of this chap-

7 ter but either is confined in a state or fede r a l  m en t a l  h e a l t h  insti-

8 tution or facility and is cert i f i e d  by the state as u n a b l e  to manage

9 p e r s o n a l  a f f a i r s , or resides in a n u r s i n g  h o m e  as that term is defined

10 in AS 0 8 . 7 0 . 1 8 0 ; however, if that person, at the time of commitment or

11 commenc e m en t  of r e s i d e n c e , p r o v i d e d  the p r i n c i p a l  support of a spouse,

12 the c o m m i s s i o n e r  of a d m in i s t r a t i o n  ma y  d e t e r m i n e  to pay the confined

13 p e r s o n ' s  bonus to the person's spouse u ntil the spouse is qua l i f i e d

14 for a bonus;

15 (3) is otherwise q u a l i f i e d  but c o n f i n e d in a p e na l  or

16 c o r r e ctional instit u t i o n  or facility; u p o n  c o m p l e t i o n  of sentence or

17 u p o n  the conferral of a pardon, pa r o l e  or probation, the per s o n may

18 mak e  application; confinement outside the state shall be considered as

19 r e sidence in the state if a p e r s o n  was c o n v i c t ed  a nd  sen t e n c e d  from a

20 court in Alaska; revoc a t i o n  of par,ole or p r o b a t i o n  shall be cause for

21 i m m ediate d i s q u a l i f i c a t i o n  until r e l e a s e  from c o nf i nement is again

22 effected;

23 (4) v o l u n t a r i l y  leaves the state and remains absent from

24 the state for a continuous per i o d  of mor e  t han 180 days.

25 * Sec. 20. Section 11, ch. 38, SLA 1984 is amen d ed  to read:

26 Sec. 11. S e c t ions 7 and 9 of this fTHISl A c t [AND AS 47.45] are

27 repea l ed  June 30, 1985.

28 * Sec. 21. AS 43.23.045(c) is repealed.

29 * Sec. 22. This Act applies only to pe r m a n e n t  fund div i de n d s  for years
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1 b e g i n n i n g  a fter D e c e m b e r  31, 1985. N o t w i t h s t a n d i n g  the amendments to

2 AS 43.23 m ade by this Act, p er manent fund div i d e n d s  for 1985 and prior

3 y ears shall be m ade u nder the law as it exist e d  b e f o r e  the effective date

4 of this Act.

5 * Sec. 23. This Act takes effect i m m e d i a t e l y  in a c co r d a n c e  w i t h  AS 01.-

6 10.070(c).
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I n t r o d u c e d :  1 / 1 5 / 8 5
R e f e r r e d :  S t a t e  A f f a i r s  and

F i n a n c e

BY RAY, H A L F O R D , BENNETT, KERTTULA, KELLY, 
ZIEGLER, FAIKS, V.FISCHER, SACKETT, 
S T U R G U L E W S K I , DEVRIES, FERGUSON,
P.FISCHER, E L I A S O N , ABOOD, FAHRENKAMP,

IN TH E  SE N A T E  AND C O G H I L L

SENATE B I L L  NO. 56 

IN THE LE G I S LA T U R E  OF TH E  STATE OF A L A S K A  

FOUR T E E N T H  L E G I S L A T U R E  - FIRST SESSION 

A B I L L

For an Act entitled: "An Act a m e nding the longevity bonus pr o g r a m  and the

p e rmanent fund d i v id e n d  program, e s t a b l i s h i n g  an 

annu i t y  program; and p r o v i d i n g  for an effective 

d a t e . "

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Sect io n  1. FINDI N G S  AND PURPOSE. The legisl a t ur e  finds and declares 

that

(1) it is in the public interest to continue the longevity bonus 

p rogram; however, as oil reserves decl i n e  over the years, it will  become 

i n c r e a s i n g l y  d i fficult to provi d e  the b e n e f i ts  of the longevity bonus 

p r o g r a m  through the general fund; as a result, that p r o g r a m  must be p h a s e d  

out o ver the years;

(2) it is appropriate that in d i v id u a l s  save for their own r e­

tirement, and it is also appi*opriate that the state es t a b l i s h  both means 

and incen t i ve s  for Al a s k a  residents to set aside r etirement funds; accord- 

i’ ! y , it is a p u r p o s e  of this le g i s l a t i o n  to create an annuity program, 

and to e n c ourage A l a s k an s  to p a r t ic i p a t e  in that p r o g r a m  by a u t h o r i si n g  

general fund s upplements that wo u l d  result in annuity p a y me n t s  that are 

larger tha n  an indi v id u a l  could earn  t h r o u g h  priv at e  investment of the 

p e r m a n e n t  fund dividend;

(3) m a n y  retired Alaskans h ave mad e  their retirement plans in 

r e l iance on the a v a i l a b i l i t y  of both  the e x i st i n g  l on gevity bonus and the 

p er m a n e n t fund dividend; accordingly, the l egislature finds that it is 

a p p r o p r i a t e  to continue both those progr a m s for these individuals;
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(4) the most s u i table source of funds for the annuity prog r a m  

created by this Act are those p e rmanent fun d  earnings currently di s t r i b ut e d  

as dividends; therefore this Act applies the annual p e rmanent fund dividend 

of y o u n g e r  A la skans to annuity account's un l e ss  the i nd i v i d u a l  al t e rnatively 

elects to receive cash; in so doing, this Ac t  w i l l  p r o m o t e  wi s e  s t e wa rdship 

of the p e r m a n e n t  fund by giving each p a r t i c i p a n t a direct financial stake 

in its l o n g - t e rm  profita bi l i t y ;  and

(5) n e i t h e r  the longevity bonus program, n o r  the annuity p r o­

gram, sho u l d  be v i e w e d  as a form of welfare; o t h er  state and federal p r o­

grams are a v ailable to meet the basic n e c e s s i t i e s  of life, and amounts 

r e c e i v e d  by a n  individual u n d er  this Act are not c a l c u l a t e d  on the basis of 

n e e d .

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

(c) A  parent, guardian, or o ther a u t h o r i z e d  representative, may 

c l a i m  a p e r manent fund d i v idend on b e h a l f  of an u n e m a n c i p a t e d  m i n o r  or 

on be h a l f of an i ncompetent indiv i d u a l  who is eligi b l e  to receive a 

d i v i d e n d  [PAYMENT] u n d e r  this section.

* Sec. 3. AS 43.23.005 is amended by ad di n g  a new s u b s e ct i o n  to read:

(d) A pe r s o n  wh o  is eligible to rece iv e  a p e r m a ne n t  fund d i v i­

den d  u n d e r  this section, or who is a u t h o r i z e d  to claim a d i v i d e n d  on 

be h al f  of anot h e r  u n d er  (c) of this section, may elect to receive cash 

in lieu of an annuity share. Alternat i v e l y ,  a p er s o n  may elect to 

rece i v e  not less than 25 percent of the d i v i d e n d  in cash and the 

r e m a i n d e r  as an annuity credit. A p e r s o n  who is 65 years of age 

be f o r e  January 1, 1986, ma y  only receive cash.

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

(a) The c o m m is s i o n e r  shall adopt regulations u n d e r  the A d m i n i s­

trative P r ocedure Act (AS 44.62) e s t a b l i s h i n g  the process for d e­

ter mining  the e l i g i bility of i ndividuals for p e rmanent fund dividends.
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1 The c o mm i s s i o n e r may require an i n di v i d u a l  to provide p r o of  of

2 eligibility, and the c o mm i s s i o n e r  m a y  use other i n f o r m a t io n  available

3 from other state de p a r t m e n ts  or agencies to d e t e r m i n e  the e l i g i bility

4 of an individual.

5 * Sec. 5. AS 4 3 . 2 3 .015(b) is amended to read:

6 (b) The d e partment shall pre s cr i b e  and furni s h  an ap p l i c a ti o n

7 form for cl . aing a p e rmanent fund dividend. The a p p l i c at i o n  must

8 c o n t ai n  a statement of el i g i b i l i ty  and a c e r t i f i c a t i o n  of residency in

9 subst a n t i a l l y the f o llowing form:

10 1 certify that

11 ( ) I am a state resident on the date of this a p p l i ca t i o n

12 and I have b e e n  a state r es ident for at least six months immediately

13 p r e c e d i n g  the date of this application; or

14 ( ) (name), the i ndividual on w h o s e  be h a l f  I am applying,

15 is a state resident and has be e n  a state resident for at least six

16 months immediately p r e c e d i n g  the date of this application.

17 I under s t a n d that a false claim of res i d e nc y  to ob t a i n  a pertna-

18 nent fund d i v i d e n d for m y s e l f  or for a n o th e r  is a criminal offense and

19 that if convicted I will forfeit future p e r m a n e n t  fund dividends and

20 that I will lose or must repay all per ma n e n t  fund dividends that have

21 bee n  cred ited o r  pai d  to m e , inc l u d i n g  any a ccrued int e r e st in my

22 a n n u i t y a c c o u n t. I u n d e r s t a n d  that this p e n a l t y  is in addition to any

23 criminal penalties imposed.

24 _____ _____________________________________

25 (signature of individual, parent,

26 guardian, or other autho r i s e d

27 r e presentative)

28 * Sec. 6. AS 4 3 . 2 3 .015(e) is amended to read:

29 (e) If a public agency claims a cash [PERMANENT FUND] dividend



1 on beh a l f  of an individual u nder this s e c t i o n , the p u b l i c  agency shall

2 h ol d  the d i v i d e n d  in trust for the individual. M o n e y h eld in trust

3 u nder this subse c ti o n  shall be i n v ested by the c o mm i s s i o n e r  in

4 a ccordance w i t h  AS 37.10.070.

5 * Sec. 7. AS 43.23.015(f) is amen d e d  to read:

6 (f) A m i n o r  or an incompetent individual m a y  not m a i n t a i n  a

7 claim against the state or an o f f i c e r  or emplo y e e  of the state based

8 ei t h e r on the m a n n e r  in w h i c h  the parent, guardian, or autho r i z e d

9 represe nt a t i v e  e t h e r  than a p u b l i c  agency of the state m a n a g e d  or

10 d is p o s e d  of permanent fund dividends recei v e d  on b e h a l f  of the m i n o r

11 or i n c o m p e t e n t , or an el e c t i o n m ade or not ma d e  on that individual's

12 beh a l f  under AS 4.°.23.0 0 5 (d) [INDIVIDUAL] .

13 * Sec. 8. AS 43.23.015 is amended by adding a n e w  s u b s e c t i o n  to read:

14 (i) The permanent fund d i v i d e nd  a p p l i c a t i o n  form shall be pre-

15 p a r ed  to allow an applicant, o ther than a person who is 65 years of

16 age before J a n u a r y  1, 1986, to elect to receive cash in lieu of a

17 per m a n e n t fund dividend.

18 * Sec. 9. AS 43. 2 3. 0 3 5  is amended to read:

19 Sec. 43.23.035. P E NALTIES AND ENFORCEMENT. (a) In a d di t i o n  to

20 any criminal penalties imposed by state law, if a n  i n d i v i d u al  is

21 conv i c t e d  of a crime in conne c t i o n  w i t h  a false statement made in a

22 c er t i f i c a t io n  required under A S  43.23.015, and the c o nv i c t i o n  is not

23 reversed, that individual forfeits all per m an e n t  fund d i vidends cred-

24 ited or p a i d , together with any a d ditional credits to that indi-

25 v i d u a l’s annuity account and is not eligi b le  for a future permanent

26 fund dividend.

27 (b) If the c o m m i ssioner d e termines that a c ash [PERMANENT FUND]

28 d i v i d e n d should not have been claimed by or paid to an individual, the

29 c o m mi ssioner may use all c ollection procedures or r e m edies available



1 for colle c t i on  of taxes u n d e r  this title to r e c o v e r  the payment of a

2 permanent fund d i v i d e n d  that was i m p r o p e r l y  made. A  no t i c e  of an

3 i mproperly paid d i vi d e n d  must be sent to the indi v i d u a l  w i t h i n  10

A years a fter the i m p roper payment. If n o t i c e  is not sent w i t h i n  the

5 10-year period, procee d i n g s  may not be com m e n c e d  in court for recovery

6 of the i m proper payment.

7 * Sec. 10. AS 4 3 .23.035 is amen d e d by a d d i n g  a new  s u b s e c t i o n  to read:

8 (c) If the c o m mi ssioner d e t e r mi n e s  that a p e r ma n e n t  fund divi-

9 dend should not have been credited to an i n d iv idual's annuity account,

10 the com m i s si o n e r  may, after notice and o p p o r t u n i t y  for hearing, direct

11 the c o m m is s i o n e r  of a d m i n i s t r a t i o n  to debit the individual's annuity

12 account for the amount w r o n g l y credited. If the credit is the fault

13 of the individual, the debit must be m a d e  w i t h i n  10 years. If the

14 credit is the fault of the state, the debit must be made w i t h i n  three

15 years.

16 * Sec. 11. AS 43 . 2 3 . 0 5 5 is amended to read:

17 Sec. 43.23.055. DUTIES OF T H E  DEPARTMENT. The depa rt m e n t  shall

18 (1) a n n ually m ake p ay ments to i ndividuals w h o  are 65 years

19 o f age before J a nuary 1, 1986, and to i n d i v iduals w h o  elect to receive

20 cash u nder AS 43.23.005(d) [PAY P E R M A N E N T  F UND D I V I D E N D S  FROM THE

21 D I V I D EN D  FUND];

22 (2) adopt regulations u n d e r the A d m i n i s t r a t i v e  Procedure

23 Act (AS 44.62) that e s t a b li s h  p r oc e d u r e s  and time limits for claiming

24 a permanent fund d i v idend or for e l ec t i n g  an annu i t y  s h a r e ; the de-

25 partment shall set the time limit for a p p l i c a t i o n s  for p e rmanent fund

26 dividends so that the number of e l igible appl i c a nt s  is d e te r m i n e d  by

27 O c t o b e r 1 of the year for w h i c h  the d i v i d e n d  is d e c l a r e d  and permanent

28 fund dividends for a year are pai d  b e f o r e  A p r i l  30 of the y e a r  follow-

29 ing that year;
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(3) adopt r egulations u n d e r  the A d m i n i s t r a t i v e  P r ocedure 

Act (AS 44.62) that e s t a b l i s h  p r o c e d u r es  and time limits for an i n d i­

vidual upon e m a n c i p a t i o n  or u p o n  r e a c hi n g  m a j o r i t y  to apply for p e r m a­

nent fund d i vidends not credited or recei v ed  d ur i n g  m i n o r i t y  because 

the parent, guardian, or o t h e r  a u t h o r i s e d  r e p r e s e n t a t i v e  did not apply 

on behalf of the individual; [AND]

(4) assist residents of the state, p a r t i c u l a r l y  in rural 

areas, who because of language, disability, or i na c c e s s i b i l i t y  to 

public transpo rt a t i o n  n eed assi st a n c e  to e s t a b li s h  e l i g i b i l i t y  and to 

apply for p e r manent fund d i v i d e n d s ; and

(5) prov i de  the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  w i t h  i n f o r­

mation n e c e s s a r y  to m a i n t a i n  individual annuity account records and 

admin i s t e r  the annuity p r o g r a m .

* Sec. 12. AS 4 3. 23.065 is amen d e d  to read:

Sec. 43.23.065. EXE MP T I O N  OF PER M A N E NT  FUND DIVIDENDS. Fifty 

percent of a cash [THE ANNUAL] p e rmanent fund d i v i d e n d  payment [PAY­

ABLE TO AN INDIVIDUAL] is exempt from levy, execution, garnishment, 

attachment, or any o ther remedy for the c o l le c t i o n  of debt. This 

exe mp t i o n  applies to an eligible individual's p e r m a n e n t  fund d i v i d e n d 

both before and after payment is made to the individual. A n  e x e mption 

is not available u nder this s e c t i o n for cas h pe r m a n e n t fund d i v i d e n d  

payments [DIVIDENDS] taken to satisfy (1) child support o bligations 

required by court order or d e c i s i o n  of the child support enforcement 

agency under AS 47. 2 3 . 1 4 0  - 47.23.220; (2) a debt owe d  by an eligible 

individual to an agency of the state, unl e s s  the debt is c o ntested and 

an appeal is pending, or the time limit for filing an appeal has not 

e x p i r e d ; or (3) court orde r e d  re s t i t u t i o n  u n d e r  AS 12.55.045 -

12.55.051 or 1 2 . 5 5 . 1 0 0 . A child support o b l i g a t i o n  u n d e r  (1) of this 

section has priority o ver a debt owed to an agency of the state, and a
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per m a n e nt  fund d i vi d e n d  m ay  not be taken to satisfy a debt u n de r  (2) 

of this sect io n  until any p o r t i o n of the d i v i d e n d  n e cessary to satisfy 

a child support o b l i g a t i o n  has been taken.

* Sec. 13. AS 43 . 2 3 . 0 6 5  is amended by ad d i n g  new s ubsections to read:

(b) W h e n  an individual owes a pa s t - d u e  debt d e s c ri b e d  in (a)(1) 

of this section, the d e partment shall require that the i ndividual take 

the individual's p e r m an e n t  fund d i v idend xn cash.

(c) The courts of this state may, as a c o n d i t i o n  of any civil 

j u d gment or r e s t i t u t i on  order u n d er  AS 12.55.045 - 1 2 .55.051 or

12.55.100, require tne def e n d a n t  to take the defenda n t ' s  permanent 

funcl d i v i d en d  in cash.

* Sec. 14. AS 43.2 3 . 0 7 5  is amended to read:

Sec. 43.23.075. ELI G I B I L I T Y FOR PU B L IC  ASSISTANCE. (a) In 

d e t e r m i n i n g  the e l i g i b i l i t y  of an individual u nd e r  a public assi st a n c e  

p r o g r a m  a d m i n i s t e r e d  by the Department of H e a l t h  and Social Services 

in w h i c h  eligib i l it y  for as sistance is b ased on financial need, the 

D e p a r tm e n t  of H e a l t h  and Social Services may not c on s i d e r  a pe rm a n e n t  

fund d i v i d e n d  as income or resources re c eived by the reci p i e n t  of 

pu b li c  assis t a n c e  or by a me m b e r  of the re ci p i e n t ' s  h o u s e h o l d  unless 

r e q u i r e d  to do so by federal law or regulation. The D e p a r t m e n t  of 

H e a l t h  and Social Services shall not i f y  all recipients of pub li c  

a s s i st a n c e  of the effects of [RECEIVING] a p e r m a n e n t  fund d i v i d e n d  

c r edit or cash pay.aen.

(b) An individual wh o  is denied m e d i ca l  assi s ta n c e  u n d e r  42 

U.S.C. 1396 - 1396p (Social Security Act, Title XIX) solely beca u s e  of 

the credit or receipt of a permanent fund d i v i d e n d  by the indiv i d u al  

or by a m e m b e r  of the individual's h o u s e h o l d  is eligible for state- 

funded medi c a l  a ssistance u nder the general relief a s s is t a n c e  p r o g r a m  

(AS 4 7. 25.120 - 47.25.300). The individual is e n t itled to receive,

-7- SB 56



1 for a p e r i o d  not to exceed four months, the same level of medical

2 as s i s t a n c e  as the individual w o u l d  h a v e  r e c eived u n d e r  42 U.S.C.

3 1396 - 1396p (Social Security Act, T i t le  XIX) had there b e e n  no perma-

4 nent fund d i v i d e n d  program.

5 (c) A n  individual who is d e n i e d  a ss i s t a n c e  solely beca u s e  perma-

6 nent fund di v i d e n d s  credited to or r e c e i v ed  by the indiv i d u a l  or by a

7 me m b e r  of the individual's h o u s e h o l d  are counted as income or re-

8 sources u n d e r  federal law or r e g u l a t i o n  is eligi b l e  for cash assis-

9 tance u n d er  the general relief assi st a n c e  p r o g r a m  (AS 4 7 .25.120 -

10 47.25.300). N o t w i t hs t a n d i n g  the limit in AS 47.25.130, the individual

11 is e n t i t l ed  to receive, for a p e r i o d  not to exceed four months, the

12 same amount as the individual w o u l d  have r e c eived u nd e r  other public

13 a s s i s t a nc e  p r o g r a m s had there been no permanent fund di v idend program.

14 * Sec. 15. AS 43.23.095(6) is r e p e al e d  and r e e nacted to read:

15 (6) "permanent fund d i v idend" means a credit to an annuity

16 account or a cash payment u n d er  this chapter;

17 * Sec. 16. AS 43.23 is amended by a d d i n g  ne w  sections to read:

18 ARTICLE 2. A N N U I T Y  PROGRAM.

19 Sec. 43.23.110. ANNU I TY  I N V E S T M E N T  FUND. (a) The annuity

20 investment fund is establ i sh e d  as a separate fund in the state trea-

21 sury. N o tw i t h s t a n d i n g  AS 37.13.145, an amount equal to the permanent

22 fund d i v i d e n d s taken as annuity credits u nder this c h ap t e r  shall be

23 a n n ually t r a n s f e r r e d  from the d iv i e e n d  fund to the annuity investment

24 f u n d .

25 (b) Th e  legislature may a p p r o p r i a t e  either gene r a l  funds, or

26 earnings of the undist r i b ut e d  income account in the A l a s k a  permanent

27 fund, to the annuity investment fund. Funds a p p r o p r i a t e d  u n de r  this

28 s u b s e c t i o n  shall be allocated to the individual annu i t y  accounts of

29 those who are eligible to receive a d i vi d e n d  for that year and do not
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elect cash u nder AS 43.23.005(d). The a l l o c a t i o n  shall be m ade in the 

fol l o w i ng  manner:

(1) a credit will be made to the acco u nt  of each i ndividual 

who is at least 18 years old;

(2) the credit for each pers o n  from the age of 18 chro u g h

age 35 is the base amount; the size of the bas e  amount is d e t e r m i n e d

a c c o r di n g  to the amount of the appropriation;

(3) the credit for persons over the age of 35 is the base

amount, incr e a s e d  for e ach ye a r  of age over 35 up to and i n c l u di n g  the 

age of 65; the incremental i n c rease for each yea r  of age is a p e r c e n t­

age over the credit for the p ri o r  yea r  of age; that p e r c e n t a g e  shall 

be e s t a b l i s h e d  w i t h  due regard for h i s t o r i c a l  and p r o j e c t e d  per m a n e n t 

fund returns on investment;

(4) if a p e r s o n  elects to raceive a p o r t i o n  of the d i v i d e n d  

in c ash u nder AS 4 3 . 2 3 . 0 0 5 ( d ), the a l l o c a t i o n  to w h i c h  that pe r s o n  is 

oth e r w i se  entitled will  be r e d u c e d p r o p or t ionately.

(c) Money in the annu it y  investment fund shall be invest e d  by 

the c o m m i s s io n e r  of revenue in investments a u t h o r i z e d  u n d e r  AS 39.- 

35.110. The commi s s i o n e r  of a d m i n i s t r a t i o n  shall credit indiv id u a l  

annu i t y  accounts wit h  earnings at a rate equal to the rate of interest 

earned by the annuity investment fund.

(d) The legislature ma y  annually a p p r o p ri a t e  to the D e p a r tm e n t  

of A d m i n i s t r a t i o n  an amount sufficient to p a y  m o n t h l y  annuity p a y m e n ts  

for the subsequent fiscal y e a r  u nder AS 4 3 . 2 3 . 1 30  from the annuity 

investment fund. Funds ap p r o p r i a t e d  u n d e r  this s u b s e c t i o n  shall be 

tr a n s f e r re d  from the annuity investment fund to the De partment of 

A d m i n i s t r a t i o n  in order to meet the current demands of the a n n ui t y  

p r o g r a m .

(e) The legislature may annually ap p r o p r i a te  from the annuity
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1 i nvestment fund an amount sufficient t- a d m i n i s t e r  the annu i ty  pro-

2 gram. A n y  costs of a d m i n i s t r a t i o n  funded u n d e r  this s u b s e c t i o n  shall

3 be allocated eq u i t a b l y  among ell indiv i d u a l  annuity accounts.

4 (f) N o t w i t h s t a n d i n g  AS 39 .35.110 or (c) of this section, the

5 comm i s s i o n er  of revenue m a y  invest all or part of the annu it y  invest-

6 ment fund in co mmercial insurance contracts.

7 Sec. 43.23.120. A N N U IT Y  PROGRAM. (a) The annuity p r o g r a m  is

8 a dm i n istered by the com m i s s io n e r  of administration. The c om m i s s i o n e r

9 of a d m i n i s t r a t i o n  shall adopt r e g ul a t i o n s  ne cessary to i m plement the

10 annuity program.

11 (b) The c o m m i s s i o n e r  of a d m i n i s t r a t i o n  shall m a i n t a i n  records of

12 individual annuity accounts and make annu i ty  payments u n d e r  AS 43. 23. -

13 130.

14 Sec. 43.23.130. PAYM E NT  OF ANNUITIES. (a) A n  individual w i t h

15 one or mor e  a n n u i t y  credits may rece i v e  an annuity upo n r e a c h i n g  the

16 age of 65.

17 (b) An annuity u n d e r this s e c ti o n  is a mont h l y  paym e n t  during

18 the life of the annuitant. The amount of the mont h l y payment shall be

19 b ased u pon the p r incipal and accrued interest in the perso n 's  annuity

20 account and shall be paid in the for m  of a straight life annuity. The

21 size of the annu i t y  may not vary on account of the in d i v idual's sex.

22 (c) An indiv i d u a l nee d  not be a resident of the s tate to be

23 eligible to r e ce i v e d  an annuity payment f rom the individual's account.

24 (d) A n  a n n u i t y  share may not be assigned, sold, or o t herwise

25 transferred from one individual to another. The rignt to receive an

26 annuity u n d e r  this sect io n  terminates u p o n  the d eath of the p e r s o n  who

27 is eligible for the annuity and does not pass to that p e r s o n ' s  estate.

28 (e) If a p e r s o n  dies before age 65, that person's account shall

29 be d i s t r i b u t e d  e q uitably among the annuity a c c ounts of all i ndividuals



1 of the same age.

2 (f) A n  individual does not receive a v e s t e d  p r o perty right in an

3 annuity payment u ntil that payment is made. N o t w i t h s t a n d i n g  this

4 section, the state is not o b l ig a t e d  to prov id e  annuity pa y ments for

5 annuity credits gran t e d  u n d e r  AS 43.23.005.

6 * Sec. 17. AS 47.45.010(a) is amended to read:

7 (a) A  p e r s o n  who is 65 years of age or over, who resides in the

8 state for at least or.e year immediately pr e c e d i n g  a p p l i c a t i o n  for a

9 longevity bonus u n d e r  this chapter may apply to the c o m m i s si o n e r  of

10 a d m in i s t r a t i o n  for q u a l i f i c a t i o n  to receive a m o n t h l y  bonus [OF $250].

11 * Sec. 13. A3 47.45 is amended by adding a ne w  s e c t i o n  to read:

12 Sec. 47.45.015. AM O U N T  OF BONUS. (a) Except as provided in (b)

13 of this section, the monthly longevity bonus is equal to $250, in-

14 creased by three percent each  y ear b e g i nn i n g  in fiscal yea r  1987,

15 minus the m a x i m u m  po s sible annuity for a p e r s o n  65 years of age u n d er

16 the annuity p r o g r a m  (AS 43. 2 3 . 1 1 0 - 43.23.130), as d e t e r m i n e d  by the

17 c o m m i ssioner of administration.

18 (b) A pe r s o n  who is 65 years of age before January 1, 1986, is

19 entitled to the full longevity bonus payment without red u c t io n  for the

20 annuity program.

21 * Sec. 19. AS 4 7. 45.070 is amended to read:

22 Sec. 47.45.070. U N Q U A L I F I E D  PERSONS. An u n q u a l i f i e d  pe r s o n  is

23 one who

24 (1) does not meet the age or r e sidence req u i r e m e n ts  as

25 p ro v i d e d  for under this chapter;

26 (2) meets the age and r e sidence r e q u i r e m en t s  of this chap-

27 ter but e i t h e r is confined in a state or federal me n t a l  h e a l t h  insti-

28 tution or facility and is certified by the state as unable to man a g e

29 personal a f f a i r s , or resides in a n u r s i n g  home as that term is d e f i n e d
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