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Conversely, 1f the legislature held the amount of the ALB
constant over the years instead of providing a vregulator

escalator, the ALB costs of the option would be:

Chart 2

ALB COSTS THROUGH FY 2034
WITHOUT ESCALATION (in millions)

Nominal $ Constant $ Present Value
Current Law 5,419 1,391 880
Annuity Program 619 432 369
Annuity Program
w/1986 Stairstep 864 539 444
Stairstep 1,040 586 470
Means Test 3,199 945.9 634.S

In addition to the general fund costs of (1) continuing the
current ALB for existing recipients, and (2) providing a
gradually reduced ALB for new recipients, the committee bill
envisions that individual annuity accounts will be "front loaded"
with funds drawn from the earnings of the undistributed 1income
account of the Alaska permanent fund.

Estimating the costs of "front loading”™ 1is a three step
process. First, the committee assumed that the legislature would
provide sufficient front loading to allow those 35 and younger to
receive a $50 base supplement, and those over 35 to receive a
supplement which i1s increased 10% for each year of age up to 65.
Second, the committee assumed that participation rates would be
very low in younger Alaskans, and extremely high for those older
Alaskans receiving the greatest front-loading. The cost of

"front load payments™ under those assumptions -- with and without
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the grandfathering of existing recipients are reflected in
Chart 3.

Finally, the effect of front loading is to more rapidly
reduce the "target" ALB, and hence reduce general fund
obligations. Thus, the net costof any front Iloading must be

offset by "ALB savings,"” which are also reflected in Chart 3:

Chart 3

EFFECT OF 3-YEAR FRONT LOADING
(in millions)

Nominal $ Constant $ Present Value

Annuity Program (3% Esc.)

Front-Load Payments 113 101 96
(ALB Savings) (126) _(69) (31)
Net Cost (Savings) (13) 32 65

Annuity Program (No Esc.)

Front-Load Payments 113 101 96
(ALB Savings) (91) (57) (46)
Net Cost (Savings) 22 "44 50

Annuity & 1986 Stairstep (3% Esc.)

Front-Load Payments 79 71 67
(ALB Savings) (82) (4D (31)
Net Cost (Savings) (©)) 30 36

Annuity & 1986 Stairstep (No Esc.)
Front-Load Payments 79 71 56
(ALB Savings) (56) (30) (23)
Net Cost Savings 23 41 44
The net costs (or savings) of front loading for any
particular program can then be added (or subtracted) from the

appropriate column of Charts 1-2. From that exercise, It 1is
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apparent that front Iloading does not materially affect the cost
ranking of any of the options considered.

Finally, under stair-stepping, those who do not reach age 65
by FY 1990 will receive no longevity bonus. Of those who are
denied the bonus 1in the future, a portion will apply for state
Old Age Assistance. As noted previously, a number of current ALB
recipients are apparently eligible for OAA and Medicaid but have
not applied because of the bonus. There 1s thus a segment of
Alaska®"s elderly who are now eligible for OAA and Medicaid, and
who might apply for benefits under those programs if the ALB were
denied.

It 1s difficult to predict the number of elderly who would
actually turn to state welfare assistance if and when the ALB
program were terminated. Currently, one out of every 2.65
income-eligible ALB recipients actually applies for OAA. Under

the "moderate low" scenario of Chart 4, one half of those elderly
would apply for OAA. Under the "moderate high"™ scenario,
two-thirds of the eligible elderly would apply for assistance
once the bonus program \ re terminated. Cumulative costs, 15/
Iin increased OAA and Medicaid benefits, through the year 2010

under these two scenarios are as follows:

15/ The cost estimates in Chart 4 should be viewed as
substantially eqivalent to constant 1986 dollar estimates.
Although they are technically nominal dollars, they assume no
increase in OAA or Medicaid benefits as the years go by. ITf one
assumes that OAA and Medicaid benefits keep close pace with
inflation, these estimates would then better reflect constant



Chart 4

INCREASED OAA/MEDICAID COSTS THROUGH 2010
(in millions)

Moderate Low Moderate High
81.3 150.2

It i1s possible that increased OAA costs would also result
from the committee bill. Although, under the bill, the ALB is
gradually phased out, rather than abruptly terminated, those new
elderly who have not participated in the annuity program may
eventually find themselves in need of welfare assistance. The
degree of that problem, of course, 1is a function of participation
rates -- which are difficult to determine. However, because --
under the committee bill -- the ALB 1is phased out, rather than
abruptly terminated, 16/ and because a portion of Alaska“"s
population will participate in the annuity program, the committee
believes that -- even with low participation rates -- the iImpact
of the bill upon old age assistance programs is likely to be less
severe than under the stairstepping approach.

Finally, the committee looked at the cost of various options

after 1959. As noted previously, 1t has been a goal of the

dollar costs.

16/ Thus under stairstepping, a personturning 65 in 1991 would

receive no ALB whatsoever. On the other hand, wunder the
committee bill, a person turning 65 1in 1991, and who has not
participated 1in the annuity progranm, will still receive a

longevity bonus of $222.61 per month.

-40-



committee to develop a longevity bonus program in which general
fund obligations would be minimized as oil revenues declined.
Chart 5 1indicates the cost of stairstepping, the means test
proposal and the annuity program with and without stairstepping,

v?hich would be incurred in the 21st century:

Chart 5

COSTS INCURRED AFTER YEAR 1999
(in millions: Nominal $)

3% Escalation

Annuity Program 69.9
Annuity Program

w/1986 Stairstep 285.3
Stairstep 588.3
Means Test N/A
No Escalation
Annuity Program 0
Annuity Program

w/1986 Stairstep 128.A
Stairstep 291
Means Test 2,486.2

The Benefit Concept®"s Proposal

The committee investigated an approach proposed by Benefit
Concepts, 1Inc. and Kidder Peabody & Co., Inc. The proposal is
essentially an 1investment program for endowing the longevity
bonus program. That 1is, a substantial investment (approximately
$350 million) would be made in the initial years of the progranm,

and the return from that investment is estimated to be sufficient
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to make the declining longevity bonus payments required under the
committee®s annuity approach. 17/

Benefit Concepts proposes thatthestate invest in single
premium whole [life 1insurance policies (SPL"s) taken out on
Alaska®s elderly. The state would be the owner and beneficiary
of the policies. Benefit Concepts®™ projections indicate that
this type of investment would be superior to other options which
they believe would be appropriate for such an investment plan,
such as guaranteed investment contracts (GIC"s), corporate bonds
or government securities.

The Benefit Concepts proposal was analyzed by the actuarial
firm of Johnson & Kiggins at the committee®s request. That firm
concluded that (1) the costs of the program may be understated
when compared with data used by OMB (see footnote) ; (2) should
the state consider "endowing” the ALB program, it should not

limit its choices to the 1low risk alternatives considered by

17/ Subject to available funds, the state could "endow™ any
program by 1investing enough cash to produce the revenue to pay
the costs of the program. Indeed, the concept of "endowment™ 1is
implicit in the "present value™ calculations made by the Office
of Management and Budget for the Ilongevity bonus alternatives
analyzed. Two points deserve attention. First, 1in order to
avoid dedicated fund problems, the income from any such
investment would be deposited in the general fund, and subject to
annual appropriation to pay program costs. Second, the
assumptions used by Benefits Concepts 1in making their cost
estimates differ in two important respects from the assumptions
used by OMB. Benefit Concepts wused different population
projections, and assumed a different interest environment. Both
these differences understate the cost of their proposal when
compared with programs using OMB estimates. The committee,
therefore, cautions against direct cost comparisons.
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Benefit Concepts, but should also examine other 1investment
options; and (3) the primary advantage of the SPL approach over
other 1low risk investments 1isthe substantial tax advantage
available to some insurance companies 1in providing this type of
policy. These tax advantages are under scrutiny by the federal
Treasury Department, and could well be eliminated through
revisions to the Internal Revenue Code 1inthe near future. It
would be likely that an insurance company would insist on passing
any tax changes through to the policy holder, thus removing the
advantage of this type of investment.

The committee 1is wunable to make a firm recommendation
regarding this proposal to the legislature but believes that the
concept may warrant furtherconsideration by the state’s

financial experts.

The Alaska Pioneers 1 Home

On July 30, 1984, Governor Sheffield requested the committee
to consider expanding 1its inquiry to include Alaska®s Pioneers”
Home Program. Because of time constraints, and the fact that the
committee developed an alternative to the ALB program which has
no application to the Pioneers®™ Home, the committee was unable to
consider alternatives to this program in any depth.

The committee, however, shares Governor Sheffield"s concerns
over the program. Under AS 47.25.030, an individual must have

resided in Alaska for 15 consecutive years, or 30 total years, in



order to be eligible for admission to the homes. Plainly, that
requirement raises substantial constitutional questions.

To date, no one has filed suit over the Pioneers®™ Home
eligibility requirements. It 1s this committee™s recommendation
that the legislature develop and consider alternatives to the
existing residency requirements during this session. The
pressure and tension created by the Vest litigation has made it
more difficult, over the past 2% years, to develop a sound
replacement for the ALB program. That experience need not, and
should not be repeated for the Pioneers® Homes.

One alternative for replacing the current residency
requirements warrants note. The legislature may wish to develop
a point system that would determine eligibility for Pioneers”
Home admission based upon the hardship that would be suffered if
the applicant were forced to seek housing out of state. Location
of home, family and friends would all be relevant to assessing
that hardship; yet hard and fast residency rules would be

avoided.

Conclusion
The undersigned members of the committee respectfully

recommend that the Ilegislature consider and enact the annuity



CV

Senator Bill Ray Stege'r
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JAN 12 1985

IN THE BY

BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: ""An Act amending the longevity bonus program and the
permanent fund dividend program in order to establish
an annuity program; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. The legislature finds and declares
that

(1) it is in the public interest to continue the longevity bonus
program. However, a? oil reserves decline over the years, it will become
increasingly difficult to provide the benefits of the longevity bonus
program through the general fund. As a result, that program must be phased
out over the years;

(2) it is appropriate that individuals save for their own retire—
ment, and it is also appropriate that the state establish both means and
incentives for Alaska residents to set aside retirement funds. According—
ly, it is a purpose of this legislation to create an annuity program, and
to encourage Alaskans to participate in that program by authorizing general
fund supplements which would result in annuity payments which are larger
than an individual could earn through private investment of the permanent
fund dividend;

(3) many retired Alaskans have made their retirement plans in
reliance on the availability of both the existing longevity bonus and the
permanent fund dividend. Accordingly, the legislature finds that it Iis

appropriate to continue both those programs for these individuals;



(4) the most suitable source of funds for the annuity program
created by this Act are those permanent fund earnings currently distributed
as dividends. This Act applies the annual permanent fund dividend of
younger Alaskans to annuity accounts unless the individual alternatively
elects to receive cash. In so doing, this Act will promote wise
stewardship of the permanent fund by giving each participant a direct
financial stake in its long-term profitability; and

(5) neither the longevity bonus program, nor the annuity program,
should be viewed as a form of welfare. Other state and federal programs
are available tomeet the basic necessities of life, and amounts received
by any individual under this Act are not calculated on the basis of need.

* Sec. 2. AS 43.23.005 1is amended to read:
(c) A parent, guardian, or other authorized representative may
claim a permanent fund dividend on behalf of an unemancipated minor or
on behalf of an incompetent individual who is eligible to receive a
dividend [PAYMENT] under this section.
* Sec. 3. AS 43.23.005 is amended by adding a new subsection to read:
(@) A person who is eligibleto receive a permanent fund divi—
dend under this section, or who 1is authorized to claim a dividend on
behalf of another under (c) of this section, may elect to receive cash
in lieu of an annuity share. Alternatively, a person may elect to
receive not less than 25 percent of his dividend in cash and the
remainder as an annuity credit. A person exempt under AS 47.45.015(b)
will automatically receive cash without the necessity of election.
* Sec. 4. AS 43.23.015 is amended to read:
Sec. 43.23.015. APPLICATION AND PROOF OF ELIGIBILITY. (@ The
commissioner shall adopt regulations under the Administrative
Procedure Act (AS 44.62) establishing the process for determining the

eligibility of individuals for permanent fund dividends. The



commissioner may require an individual to provide proof of
eligibility, and the commissioner may use other information available
from other state departments or agencies to determine the eligibility
of an individual.

(b) The department shall prescribe and furnish an application
form for claiming a permanent fund dividend. The application must
contain a statement of eligibility and a certification of residency in
substantially the following form:

I certify that

() I am a state resident on the date of this application
and 1 have been a state resident for at least six months immediately
preceding the date of this application; or

( ) (name), the individual on whose behalf 1 am applying, is
a state resident and has been a state resident for at least six months
immediately preceding the date of this application.

I understand that a false claim of residency to obtain a
permanent fund dividend for myself or for another 1is a criminal
offense and that 1if convicted 1 will forfeit future permanent fund
dividends and that I will 1lose or must repay all permanent fund
dividends that have been credited or paid to me, including any accrued
interest in my annuity account. | understand that this penalty 1is in

addition to any criminal penalties imposed.

(signature of individual,
parent, guardian, or other
authorized representative)
©) Except as provided in (d) of this section or as may be
provided by regulations adopted by the department, an individual must

personally sign the application for permanent fund dividends,



including the certification of residency required under (b) of this
section.

() The application and certification of residency of an
unemancipated individual under 18 years of age or of an incompetent
individual must be signed by the individual®"s parent, legal guardian,
or other authorized representative.

(e) If a public agency claims a cash [PERMANENT FUND] dividend
on behalf of an individual under (i) of this section, the public
agency shall hold wune dividend in trust for the 1individual. Money
held in «crust under this subsection shall be invested by the
coimissioner in accordance with AS 37.10.070.

® A minor or an incompetent individual may not maintain a
claim against the state or any officer or employee of the state based
either on the manner in which the parent, guardian, or authorized
representative other than a public agency of the state managed or
disposed of permanent fund dividends received on behalf of the minor
or incompetent, or any election made or not made on that individual®s
behalf under AS 43.23.005(d).

()] If an individual is aggrieved by a decision of the
department determining the individual®s eligibility for a permanent
fund dividend or the individual®s authority to claim a permanent fund
dividend on behalf of another, the individual may appeal that decision
to the superior court in accordance with AS 44.62.560. An appeal
under this section does not entitle the aggrieved individual to a
trial de novo. The appeal shall be based on the vrecord of the
administrative proceeding from which appeal 1is taken and the scope of
the appeal 1is limited to matters contained in the record of the

administrative proceeding.



(h) The penalty and enforcement provisions of AS 43.23.035 apply
to an individual who claims a permanent fund dividend on behalf of
another.

(i) The permanent fund dividend application form shall be pre—
pared to allow an applicant, other than a person exempt under AS
47.45.015(b), to elect to receive cash in lieu of a permanent fund
dividend.

Sec. 5. AS 43.23.035 is amended to °< ,.d:

Sec. 43.23.035. PENALTIES AND ENFORCEMENT. @) In addition to
any criminal penalties 1imposed by state law, if an individual is
convicted of a crime 1in connection with a false statement made in a
certification required under AS 43.23.015, and the conviction is not
reversed, that individual forfeits all permanent fund dividends
credited or paid, together with any additional credits to his annuity
account and is not eligible for a future permanent fund dividend.

() If the commissioner determines that a cash [PERMANENT FUND]
dividend should not have been claimed by or paid to an individual, the
commissioner may use all collection procedures or remedies available
for collection of taxes under this title to recoverthe payment of a
permanent fund dividend that was improperly made. A notice of an
improperly paid dividend must be sent to the individual within 10
years after the improper payment. If notice is not sent within the
10-year period, proceedings may not be commenced in court for recovery
of the improper payment.

©) If the commissioner determines that a permanent fund
dividend should not have been credited to an individual®s annuity
account, the commissioner may after notice andopportunity for
hearing, direct the commissioner of administration to debit the

individual®s annuity account for the amount wrongly credited. If the



credit is the fault of the individual, the debit must be made within
10 years. If the credit is the fault of the state, the debit must be
made within three years.
Sec. 6. AS 43.23.055 is amended .o read:

Sec. 43.23.055. DUTIES OF THE DEPARTMENT. The department shall

(1) annually [PAY PERMANENT FUND DIVIDENDS FROM THE DIVIDEND
FUND) make payments to exempt individuals under AS 47.45.015 (b) and
those who elect cashunder AS 43.23.005(d);

(2) adopt regulations under the Administrative Procedure Act
(AS 44.62) that establish procedures and time limits for claiming a
permanent fund dividend or for making election under AS 43.23.005(d);
the department shall set the time limit for applications for permanent
fund dividends so that the number of eligible applicants is determined
by October 1 of the year for which the dividend 1is declared and
permanent fund dividends for a year are paid before April 30 of the
year following the year;

(3) adopt regulations under the Administrative Procedure Act
(AS 44.62) that establish procedures and time limits for an individual
upon emancipation or upon reaching majority to apply for permanent
fund dividends not credited or received during minority because the
parent, guardian, or other authorized representative did not apply on
behalf of the individual; [AND]

(4) assist residents of the state, particularly in rural
areas, who because of Jlanguage, disability, or 1inaccessibility to
public transportation need assistance to establish eligibility and to
apply for permanent fund dividends; and

(©) provide the commissioner of administration with
information necessary to maintain individual annuity account records

and administer the annuity program.



* Sec. 7. AS 43.23.065 is amended to read:

Sec. 43.23.065. EXEMPTION OF PERMANENT FUND DIVIDENDS. @
Fifty percent of a cash payment received under AS 43.23.005(d) [THE
.ANNUAL PERMANENT FUND DIVIDEND PAYABLE TO AN INDIVIDUAL] 1is exempt
from levy, execution, garnishment, attachment, or any other remedy for
the collection of debt. This exemption applies to an eligible
individual®s permanent fund dividend both before and after payment is
made to the individual. An exemption is not available under this
section for cash payments [PERMANENT FUND DIVIDENDS] taken to satisfy
(1) child support obligations required by court order or decision of
the child support enforcem™-4 agency under AS 47.23. 140 - 47.23.220;
(2) a debt owed by an eligible individual to an agency of the state,
unless the debt is contested and an appeal is pending, or the time
limit for filing an appeal has not expired, or (3 court ordered
restitution under AS 12.55.045 - 12.55.051 or AS 12.55.100. A child
support obligation under (1) of this section has priority over a debt
owed to an agency of the state, and a permanent fund dividend may not
be taken to satisfy a debt under (2) of this section until any portion
of the dividend necessary to satisfy a child support obligation has
been taken.

(b) When an individual owes a past due debt described in (@) (1) of
this section, the department shall require that the individual take
his or her permanent fund dividend in cash.

(c) The courts of this state may, AAs a condition of any civil judgment
or restitution order under AS 12.55.045 - 12.55.051 or AS 12.55.100,
require the defendant to take his or her permanent fund dividend in
ecash.

* Sec. 8. AS 43.23.075 is amended to read;



Sec. 43.23.075. ELIGIBILITY FOR PUBLIC ASSISTANCE. @) In
determining the eligibility of an individual under a public assistance
program administered by the Department of Health and Social Services
in which eligibility for assistance is based on financial need, the
Department of Health and Social Services may not consider a permanent
fund dividend as 1income or resources received by the recipient of
public assistance or by a member of the recipient®s household unless
required to do so by federal law or regulation. The Department of
Health and Social Services shall notify all recipients of public
assistance of the effects of [RECEIVING] a permanent fund dividend
credit or cash payment.

(b) An individual who is denied medical assistance under 42
U.S.C. 1396 - 1396p (Social Security Act, Title XIX) solely because
of the credit or receipt of a permanent fund dividend by the
individual or by a member of the individual®s household i.i eligible
for state-funded medical assistance under the general relief
assistance program (AS 47.25.120 - 47.25.300). The individual is
entitled to receive, for a period not to exceed four months, the same
level of medical assistance as the individual would have received
under 42 U.S.C. 1396 - 1396p (Social Security Act, Title XIX) had
there been no permanent fund dividend program.

©) An individual who is denied assistance solely because
permanent fund dividends credited to or received by the individual or
by a member of the individual®s household are counted as income or
resources under federal Jlaw or regulation is eligible for cash
assistance under the general relief assistance program
(AS 47.25.120 - 47.25.300). Notwithstanding the limit in
AS 47.25.130, the individual is entitled to receive, for a period not

to exceed four months, the same amount as. the individual would have



received under other public assistance programs had there been no
permanent fund dividend program.
Sec. 9. AS 37 is amended by adding a new chapter to read:

CHAPTER 16: ANNUITY PROGRAM

Sec. 37.16.010. ANNUITY INVESTMENT FUND. (@) The annuity
investment fund 1is established as a separate fund 1in the state
treasury. Notwithstanding the provisions of AS 37.13.145, an amount
equal to the permanent fund dividends taken as annuity credits under
AS 43.23 shall be annually transferred from the dividend fund to the
annuity investment fund.

(b) The legislature may appropriate either general funds,
earnings upon the undistributed income account in the Alaska permanent
fund, to the annuity investment fund. Any funds appropriated under
this subsection shall be allocated to the individual annuity accounts
of those who are eligible to receive a dividend for that year and dn
not elect cash under AS 43.23.005(d). The allocation shall be made 1in
the following manner:

(1) A credit will be made to the account of each individual
who is at least 18 years old?

(2 The credit for each person from the age of 18 through
age 35 is the base amount. The size cf the base amount is determined
according to the amount of the appropriation;

(3) The credit for persons over the age of 35 is the base
amount, increased for each year of age over 35 up to and including the
age of 65. The incremental increase for each year of age is a
percentage over the credit for the prior year of age. That percentage
shall be established with due regard for historical and projected

permanent fund returns on investment;



@ If a person elects to receive a portion of his dividend
incash under AS 43.23.005(d), the allocation to which he is otherwise
entitled will be proportionately reduced.

© Money 1in the annuity investment fund sha]\ be invested by
the commissioner of revenue in investments authorized under
AS 39.35.110. The commissioner of administrat:on shall credit
individual annuity accounts with earnings ata rate equal to the rate
of interest earned by the annuity investmentfund.

(d The legislature may annually appropriate to the Department
of Administration an amount sufficient to pay monthly annuity payments
for the subsequent fiscal year under AS 37.16.030 from the annuity
investment fund. Funds appropriated under this subsection shall be
transferred from the annuity investment fund to the Department of
Administration in order to meet the current demands of the annuity
program.

(e The legislature may annually appropriate from the annuity
investment fund an amount sufficient to administer the annuity
program. Any costs of administration funded under this subsection
shall be equitably allocated among c?l individual annuity accounts.

@™ Notwithstanding AS 39.35. 110 or (¢) of this section, the
commissioner of vrevenue may invest all or part of the annuity
investment fund in commercial insurance contracts.

Sec. 37.16.020. ANNUITY PROGRAM. (@ The annuity program 1is
administered by the commissioner of administration. The commissioner
of administration shall adopt regulations necessary to implement the
annuity program.

(b) The commissioner of administration shall maintain records of
individual annuity accounts and make annuity payments under AS

37.16.030.
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Sec. 37.16.030. PAYMENT OF ANNUITIES. (@ An individual with
one or more annuity credits may receive an annuity upon reaching the
age of 65.

(b) An annuity under this section is a monthly payment during
the life of the annuitant. The amount of the monthly payment shall be
based upon the principal and accrued interest in the person®s annuity
account and shall be paid in the form of a straight life annuity. The
size of the annuity may not vary on account of sex.

(c) An individual need not be a resident of the state to be
eligible to receive an annuity payment from his or her account.

(d An annuity share may not be assigned, sold, or otherwise
transferred from one individual to another. The right to receive an
annuity under this section terminates upon the death of the person who
is eligible for the annuity and does not pass to that person®s estate.

(e) If a person dies prior to age 65, his account shall be
equitably distributed among the annuity accounts of all individuals of
the same age.

() An individual does not receive a vested property right in an
annuity payment wuntil that payment 1is made. Notwithstanding the
provisions of this section, the state is not obligated to provide
annuity payments for annuity credits granted under AS 43.23.005.

Sec. 10. AS 43.23.095(6) is repealed and re-enacted to read:

(6) "permanent fund dividend" means a credit to an annuity
account under AS 37.16, unless the individual 1is either exempt under
AS 47.45.015(b) or elects cash under AS 47.23.005(d);

Sec. 11. AS 47.45.010(a) is amended to read:
(@) A person who is 65 years of age or over, who resides in the

state for at least one year immediately preceding application for a



longevity bonus under this chapter may apply to the commissioner of
administration for qualification to receive a monthlybonus [OF $250].
Sec. 12. AS 47.45 is amended by adding a new section to read:

Sec. 47.45.015. AMOUNT OF BONUS. (@ Subject to (b) of this
section, the monthly longevity bonus is equal to $250, increased by
three percent each year beginning 1in fiscal year 1987, minus the
maximum possible annuity for a person 65 years of age under the
annuity program (AS 43.23.110 - 43.23.120), as determined by the
commissioner of administration.

(b) A person who 1is 65 years of age or over prior to January 1,
1986 1is exempt from the annuity program reduction established in (Q)
of this section.

Sec. 13. AS 47.45.070 is amended to read:

Sec. 47.45.070. UNQUALIFIED PERSONS. An unqualified person is
one who

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

(2) meets the age and residence requirements of this chapter but
either is confined in a state or federal mental health institution or
facility and 1is certified by the state as unable to manage personal
affairs, or resides in a nursing home as that term is defined in AS
08.70.180(5); however, if that person, at the time of commitment or
commencement of residence, provided the principal support of a spouse,
the commissioner of administration may determine to pay the confined
person®s bonus to the person®s spouse until the spouse 1is qualified
for a bonus;

(©) is otherwise qualified but confined in a penal or
correctional institution or facility; upon completion of sentence or

upon the conferral of a pardon, parole or probation, the person may



make application; confinement outside the state shall be considered as
residence in the state if a person was convicted and sentenced from a
court in Alaska; revocation of parole or probation shall be cause for
immediate disqualification until release from confinement is again
effected;
(4) voluntarily leaves the state and remains absent from the
state for a continuous period of more than 180 days.
* Sec. 14. Section 11, ch. 38, SLA 1984 is amended to reads
Sec. 11. Sections 7 and 9 of this [THIS] Act [AND AS 47.45] are
repealed June 30, 1985.
* Sec. 15. AS 43.23.045(c) is repealed.
* Sec. 16. This Act applies only to permanent fund dividends for years
beginning after December 31, 1985.

* Sec. 17. This Act takes effect January 1, 1986.
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MONTHLY PAYMENTS-------mmmmmmmmmme- POPULATIONS

- MEANS TEST BILL-  -—--mmmm— ANNUITY BILL----=-—-—-

PISCAL MEANS ALB TO MAXTMUM 65 65 65

YEAR TEST UNIVERSAL PERSONS 65 POSSIBLE RESIDUAL 65 1 BEFORE AFTER BEFORE

ALB ALB BEFORE 1986 ANNUITY ALB OVER 1986 1985 1992

1986 $250.00 $100.00 $250.00 $11.92 $238.08 16,744 15,039 1,705 16,744
1987 $250.00 $100.00 $257.50 $24.86 $232.64 17,768 14,349 3,419 17,768
1988 $250.00 $100.00 $265.23 $39.95 $226.18 18,769 13,660 5,109 18,769
1989 $250.00 $100.00 $273.18 $46.94 $226.24 19,828 12,974 6,854 19,828
1998 $250.00 $100.00 $281.38 $56.27 $225.11 20,913 12,293 8,620 20,913
1991 $250.00 $108.00 $289.82 $67.21 $222.61 21,908 11,616 10,292 21,908
1992  $250.00 $100.00 $298.51 $79.93 $218.58 22,849 10,943 11,906 20,839
1993 $250.00 $100.00 $307.47 $94.67 $212.80 23,861 10,273 13,588 19,890
1991  $250.00 $100.00 $316.69 $111.73 $204.96 24,799 9,606 15,193 18,823
1995 $250.00 $100.00 $326.19 $131.53 $194.66 25,891 8,945 16,946 17,940
1996 $250.09 $100.00 $335.98 $154.20 $181.78 26,863 8,291 18,572 16,873
1997 $250.00 $100.00 $346.06 $180.13 $165.93 27,692 7,644 20,048 15,819
1398 $250.00 $190.00 $356.44 $209.76 $146.68 28,657 7,012 21,645 14,934
1999 $250.00 $100.00 $367.13 $243.52 $123.61 29,556 * 6,396 23,160 13,969
2ill  $250.00 $100.00 $378.15 $281.92 $96.23 30,511 5,799 24,712 13,031
2001 $250.00 $100.00 $389.49 $325.34 $64.15 31,459 5,225 26,234 12,098
2092 $259.00 $100.00 $401.18 $374.26 $26.92 32,440 4,676 27,764 11,193
2003 $250.00 $100.00 $413.21 $429.25 -0- 33,448 4,156 10,306
2004 $250.00 $100.00 $425.61 $490.97 -0- 34,483 3,666 9,438
2005 $250.00 $100.00 $438.38 $560.18 -0- 35,721 3,210 8,639
2006 $250.00 $100.00 $451.53 $637.63 -0- 37,138 2,788 7,850
2007 $250.00 $100.00 $465.07 $721.15 -0- 38,489 2,402 7,043
2008 $250.00 $100.00 $479.03 $820.69 -0- 40,309 2,050 6,359
2009 $250.00 $100.00 $493.40 $928.22 -0- 42,194 1,778 5,640
2010 $250.00 $100.00 $508.29 $1,047.88 -0- 44,012 1,449 4,950
2011 $250.00 $100.00 $523.44 -0- 45,000 1,213 4,243
2012 $250.00 $100.00 $539.15 -0- 45,000 1,003 3,669
2013 $250.00 $100.00 $555.32 -0- 45,000 819 3,161
2014 $250.00 $100.00 $571.98 -0- 45,000 658 2,698
2015 $250.00 $100.00 $589.14 -0- 45,000 521 2,340
2016 $250.00 $100.00 $606.62 -0- 45,000 405 1,907
2017 $250.00 $100.00 $625.02 -0- 45,000 309 1,596
2018 $250.00 $100.00 $643.77 -0- 45,000 231 1,320
2019 $250.00 $109.00 $663.08 conti nues -0- 45,000 169 1,078
2020 $250.00 $100.00 $682.98 to -0- 45,000 114 866
2021 $250.00 $100.00 $703.47 Increase -0- 45,000 76 686
2022 $250.00 $109.00 $724.57 -0- 45,000 48 533
2023 $250.00 $100.00 $746.31 -0- 45,000 31 407
2024 $250.00 $100.00 $768.70 -0- 45,000 18 304
2025 $250.00 $100.00 $791.76 -0- ,45,000 18 222
2026 $250.00 $100.00 $815.51 -0- 45,000 5 150
2027 $250.00 $100.00 $839.97 -0- 45,000 3 100
2028 $250.00 $100.00 $865.17 -0- 45,000 1 63
2029 $250.00 $109.00 -0- 45,000 41
2030 $250.00 $100.00 -0- 45,000 24
2031 $250.00 $100.00 -0- 45,000 13
2032 $250.00 $100.00 -0- 45,090 7
2033 $250.90 $100.00 -0- 45,000 4
2034 $250.00 $100.00 -0- 45,000 1

NOTES ©
TOTAL COSTS, 1986-2034:
CONSTANT 1985 DOLLARS, 1986-2034:
PRESENT VALUE, 1986-2034:

* Parsons 65 before 19B6 grandfathered (l.e., stairstepping starts In 1986). Annual costs include
three years of "front loading™ ($25.2 in *86, $26.5 In *87, and $27.7 in *88).
m Persons 65 before 1992 grandfathered (i.e., stairstepping starts in FY 1992).

Prepared by the Division of Strategic Planning, OMB: 1/23/85
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¥\§ real th%tm oré‘y of tgﬁeGoveron? srgagktForce
ec s ? 0 eve eley tﬁéag {h y r{ does not
adeq ael a s the ro ems Wit roposa
o e s advgntages of the
a est proposals. . This “report 1S
|nen rowd additional 1arormation on all th
roosa eng0|rd the. Legislature h
rnob In“t 0ces of deciding” the future of the
e nus he pros ana’cons of each proposal
i er| usly Sibed.

Man%e? éf kuebb&%gnmittee
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Mr. Speaker:
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239

/ A

"An Act relating to the longevity bonus prograta; and providing for nn

effective date."

under consideration and reports it back as follows:

do pass ) A bvk(,\Vvi. " [ 1 do not pass
do pass with attached amendments(s)

replace with CS for

and recommends

[
[

[ ] AND attaches a "Letter of Intent [ ] New Fiscal
[= "l Zero Fiscal Note Attached

r Jj reports it back without recommenaation

[ 1 referred to the
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DO PASS . X S. ' . °H OTHER RECOMMENDATIONS:
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STAIRSTEPPING

Fiscal Year ALS Age of 59 on 59 on 60 on 60 on 60 on

7/1 - 6/30 eligibility Januarv 1, July 1, January 1, June 30, July 1
HB 239 1986 * 1986 1986 ~ 1986 1986
19S6 65 59 58 60 60 59
1987 65 60 59 61 61 - 60
1988 65 61 60 62 62 61
1989 65 62 61 63 63 62
1990 65 63 62 64 64 63
1991 65 64 63 65 65 64

become become
6/30/92- 1992 66 65 64 eligible eligible 65
become 1/1/91 6/30/91
1993 67 eligible 65 66
1/1/792

1994 68 66 67
1995 69 67 68
1996 70 68 69
1997 71 69 70
1998 72 70 71
1999 73 71 72
2000 74 72 73
2001 75 73 74
2002 76 74 75
2003 77 75 76
2004 78 76 77
2005 79 77 78
2006 80 78 79
2007 81 79 80
2008 82 80 81
2009 83 81 82
2010 84 82 83
etc etc etc etc
never never

become become

eligible eligible



POUCHY SIATL CAPIIOI

@f
JUNLAU. ALASKA 99811

™ o
u n 0 m 90/ 365 3800

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 20, 1985

SUBJECT: Sectional analysis of HB 239
(phase out of longevity bonus program)

TO: Representative Katie Hurley
Chair, House State Affairs Committee

FROM: Keith B. Levy
Legislative Counsel

You have requested a sectional analysis of HB 239, the
so-called "stair-stepping™ longevity bonus bill.

Section 1 of the bill provides that, on July 1, 1991, the
age requirement for eligibility to receive a longevity bonus
payment will increase from 65 to 66 years of age. On July 1
of each year after that, the age of eligibility will iIn—
crease by one year so that in 1992 it will be 67, in 1993 it
will be 68, and so on. As a result, anyone who 1is not 65
years old before July 1, 1991, will never become eligible
for the program. After that date, the only people not
already eligible for the longevity bonus who may begin re—
ceiving the bonus are those who move to the state, meet the
new age requirements, and meet the other requirements such
as the one year residency requirement. Because there will
be very few new recipients, the program will gradually phase
itself out through the mortality of those already eligible
when the stair-stepping begins.

Section 2 repeals sec. 11, ch. 38, SLA 1984, which would
have repealed the longevity bonus program on June 30, 1985.
This 1s necessary to make it clear that the longevity bonus
program is not repealed on that date.

Section 3 provides for an immediate effective date.

If 1 may be of any further assistance please feel free to
contact’ me.

KBL:mkr
J13:013



Jiiaie ffegislature

POUCH VvV
OFFICIALBUSINUt CAPITOL BUILDING

April 2, 1985
MESSAGE TO THE HOURE
MR SPEAKER:

The Senate failed to concur in HOUSE CS FOR CS FOR SENATE
BILL NO. 56 (Fin) (longevity honus; efd) and respectfully
requests the House to recede from its amendnent to CS
FOR SENATE BILL NO. 56 (Fin).

(1-17-2 ex)



| - POUCHY spate SAPIDt
T ILHAOB(TERL T
LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 28, 1985

SUBJECT! Sectional analysis of HB 239
(phase out of longevity bonus program)

T0: Representative Albert P. Adams
Chairman, House Finance Committee

FROM: Keith B. Levy~”"
Legislative Counsel

You have requested a sectional analysis of HB 239, the
so-called "stair-stepping”™ longevity bonus bill.

Section 1 of the bill provides that, on July 1, 1991, the
age requirement for eligibility to receive a longevity bonus
payment will increase from 65 to 66 years of age. On July 1
of each year after that, the age of eligibility will In—
crease by one year so that in 1992 it will be 67, in 1993 it
will be 68, and so on. As a result, anyone who iIs not 65
years old before July 1, 1991, will never become eligible
for the program. After that date, the only people not
already eligible for the longevity bonus who may begin re—
ceiving the bonus are those who move to the state, meet the
new age requirements, and meet the other requirements such
as the one year residency requirement. Because there will
be very few new recipients, the program will gradually phase
itself out through the mortality of those already eligible
when the stair-stepping begins.

Section 2 repeals sec. 11, ch. 38, SLA 1984, which would
have repealed the longevity bonus program on June 30, 1985.
This is necessary to make it clear that the longevity bonus
program is not repealed on that date.

Section 3 provides for an immediate effective date.

IT 1 may be of any further assistance please feel free to
contact me.

KBL:0jb
J12/036



POUCHY  STATE CAPIIO|
JUNEAU. ALASKA 9981]
707 463 1800

LEGISLATIVE AFFAIRS AGENCY
MEMORANDUM February 8, 1985

SUBJECT: Longevity bonus/annuity program bill
(CSSB 56 (State Affairs))

TO: Representative Albert P. Adams
Chairman, House Finance Committee

FROM: Keith B. Levy"r ">
Legislative Counsel

You have asked the following questions relating to CSSB 56
(SA), the longevity bonus/annuity program bill:

1. Are the annuity provisions of the bill prohibited
by ERISA or other federal or state statutes?

2. What are the implications of AS 43.23.130(f), added
by sec. 16 of the bill, which provides that an in—
dividual has no vested property right in an annuity
payment until that payment is made?

1. Implications of federal/state statutes.

The Employee Retirement Income Security Act of 1974, P.L.
93-406, (ERISA), was enacted by Congress in 1974 to protect
certain employees®™ rights under employee benefit plans main—
tained for them by their employers or employee organizations
iIf the employer is engaged in interstate commerce or act—
ivities affecting interstate commerce. Section 4(a) of the
act specifically states the coverages of the act, and refers
only to employees and employers. Thus, the act was clearly
not intended to apply to the type of annuity plan created by
CSSB 56(SA), since there i1s no employee/employer relation—
ship between the annuitants and the state.



Representative Albert P. Adams.
February 8, 1985
Page 2

Moreover, even 1f the annuity plan could be construed as an
employee benefit plan, it would still not be covered by
ERISA. Section 4(b) of the act specifically excludes from
its coverage governmental employee benefit plans. The term
"governmental plan" 1is defined in sec. 3(32) of the act as

... aplan established or maintained for its employ—
ees by the Government of the United States, by the gov—
ernment of any State or political subdivision thereof,
or by an agency or instrumentality of any of the fore—
going. (Emphasis added.)

Accordingly, it i1s clear that ERISA could not be applied to
the annuity plan established in CSSB 56(SA).

I am unaware of any other provisions of federal law that
could have an impact on the annuity provisions of

CSSB 56(SA) other than the provisions of the Internal
Revenue Code. It 1s my understanding that tax counsel was
hired by the Longevity Bonus Committee so that the bill
could be. prepared to have the least tax impact on
eannuitants. | would defer to the expertise of tax counsel
on matters related to the interpretation of the Internal
Revenue Code.

There are a number of provisions of state law related to the
establishment of annuity plans in the state (see, e.g.,

AS 21.45 and 21.48). However, to the extent that these pro—
visions conflict with CSSB 56(SA), the bill would prevail if
enacted since it is the later enactment. In any case, noth—
ing in existing law (other than constitutional provisions)
could prevent the state from setting up the annuity program
the way i1t wants, since the existing provisions could simply
be amended by the legislature. Thus, state law is not an
impediment to the provisions of CSSB 56(SA).

2. Vested property rights in the annuity.

AS 43.23.130(f), added by sec. 16 of the bill provides:

An individual does not receive a vested property right
in an annuity payment until that payment is made. Not—
withstanding this section, the state is not obligated



Representative Albert P. Adams
February 8, 1985
Page 3

to provide annuity payments for annuity credits granted
under AS 43.23.005.

The significance of this section is that, a person could
elect to take the permanent fund dividend in the form of an
annuity credit for their entire lives and lose the entire
benefit 1f a future legislature chose to repeal the program
or spend the money elsewhere. If the bill is enacted, the
state would not be obligated to make annuity payments and a
person would have no legal rights to them except for pay—
ments already received.

It is clear that an individual has no property interest in a
permanent fund dividend payment other than that created by
statute. Accordingly, the legislature can set Lip the stat—
utory scheme so that a person has no vested interest in re—
ceiving an annuity payment if that person elects to take an
annuity credit instead of a cash permanent fund dividend.

In discussing the nature of these kinds of property rights,
the United States Supreme Court has said:

To have a property interest 1in a benefit, a person
clearly must have more than an abstract need or desire
for i1t. He must have more than a unilateral expecta—
tion of it. He must, instead, have a legitimate claim

of entitlement to it.

* *
»

Property interests, of course, are not created by the
Constitution. Rather, they are created and their
dimensions are defined by existing rules or understand—
ings that stem from an independent source such as state
law — rules or understandings that secure certain ben—
efits and that support claims of entitlement to those
benefits. (Emphasis added).

Board of Regents v. Roth, 408 U.S. 564, 33 1..Ed 2d 548, 561,
92 S.Ct. 2701 (197 I) (nontenured employee of state university
has no property interest in job that would require hearing
before dismissal without cause). In other words, an indi—
vidual has no vested right to benefits from the state unless
the statutes creating those benefits create such an entitle—
ment. AS 43.23.130(r) makes it clear that the annuity pro—
gram is not an entitlement. Thus, if a person were to

select an annuity credit under the bill, they would do so
knowing that, under the provisions of the bill, they have no



Representative Albert P. Adams
February 8, 1585
Page 4

rngt to sue the state 1f they never receive an annuity pay
ment.

IT 1 may be of further assistance please feel free to con—
tact me.

KBL:oib
JI1/067
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SECTIONAL ANALYSIS OF HCS CS SB 56 (FIN)

Section 1. This 1s the findings and purpose section. It
articulates why the legislature 1is phasing out the program.

Section 2. This section phases out the program. Only those
individuals who turn 65 by July of 1986 will be eligible for a
monthly bonus for the rest of their [lives.

Section 3.Under current law, a bonus recipient can be Qutside
for 6 months without losing eligibility for the bonus for the
next year. This section would only allow the recipientto be

OQutside for 3 months without losing eligibility.

Section 4. This section disqualifies those who reside 1n nursing
homes, nursing wings of Pioneer homes, and mental health
facilities from receiving a longevity bonus. This 1is because
they will loose their medicaid eligibility if they continue to
receive a bonus and the amount that medicaid pays for their care
far exceeds the $3,000 in annual bonus income. (Please refer to
letter of intent for further details.)

Section 5. This section "holds harmless™ those bonus recipients
who would otherwise lose their mediccid, SSI, and OAA benefits
because the federal government now considers the bonus as a prior
resource when determining eligibility for these programs.

(Please refer to letter of intent for further details.)

Section 6. This section repeals the July 1, 1985 termination
date of the current longevity bonus program.

Sections 7 and 8. These sections make all of the bill go into
effect on July 1, 1985 except for section 6 which goes into
effect immediately.



HOUSE JOURNAL

HOUSE FINANCE COMMITTEE
LETTER OF INTENT
FOR
H CS CS SB 56 (FINANCE)

HS CS B % (FIN) phases ouc Che longevity bonus program In a
fair and Just manner by Insurinc]; that today's seniors In their
sixties vIIl receive a monthly oprggvity bonus for che resc of
their lives regardless of need. bill does, hovever, address
the income of these senior: vho are eligible for public assis-
tance.

Because the federal government has Indicated Chat the longevity
bonus vIII be considered a prior resource when determining eligi-
bility for medicaid and supplemental security Income (SSIK‘}, many
of Alaska's poorest seniors vho qualify for the bonus vIIl loose
their medicaid and SSI benefits. Also, because the state funded
Old Age Assistance (Q2Y) program must follow the federal ruling,
these same seniors vIII loose their QR benefits as veil. This
bill vIIl hold the affected seniors harmless from this federal
ruling by authorizing the state to pay those medicaid, SSI and Q%A
benefits that the federal government no longer allovs, vith one
exception. Instead of paying the federal portion of medicaid for
eligible nursing home residents, these Individuals are prohibited
from receiving a bonus. This Is because Che federal portion of
their medicaid benefits far outveigh the $3,000 In annual bonus
Income and because the cost to the state of paying both the bonus
and the federal medicaid portion of their nursing hone care is
prohibitive. Nursing hone care in Alaska averages $140 per day.

The legislature recognizes that the federal government may con-
sider the bonus as a prior resource for other programs for vhich
eligibility requirements are controlled at the federal level.
Therefore, It Is the Intent of the legislature that the House and
Senace Health, Education 6 Social Services Committees conduct a
Joint reviev of the relationship between eligibility for a longe-
vity bonus and eligibility for federal assistance programs and
report back to the Ie?islature next session. The reviev should
consider, but Is not limited to, the following Items: (1) an
Inventory of programs for which receipt of the bonus vIII change
eligibility for the federal program, (2) the coat of holding bonus
recipients harmless for each program, (3) hov best to administer
hold harmless programs; (4) how an individual would fare under
each program if the Individual were made Ineligible for a bonus,
(5) proposals for legislative action, and (6) the federal reaction
to any proposed legislative actions. In conducting the reviev,
the Committees should vork closely with the House and Senate
Finance Committees and the affected state agencies.

Al Adams, Chairman
House Finance Comlttee
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li! THE SENATE by 711E riKAECS CCMMITTF.E
ROUSE C5 FOR CS FCR SENATE BILL NO. 36 (Finance)
IR TEE LEGISUTURE OF TEE STATE CP ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For att Act entitled: "An Act relating to a longevity honest and providing
for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. The legislature finds and declares

that

(1) the otate is comitted to the elderly and has been since
territorial days, as evidenced by the cany programs benefiting the elderly,
including the Alaska longevity bonus program the Alaska Suprcne Court in
Schafer v. Vest, however, struck down tho original longevity bonus progran,
thus requiring action by the legislaturei ae a result, the progran is now
opcr. to an ever-increasing nunber of recipients, placing an ever-ezpanding
buTden on the general fundi

(2) projections of declining oil revenue, combined with «m
increasing senior citizen population, cake it clear that the longevity
bonus progran vill be increasingly difficult to fund nnd it must be
anendedi

(3) tho atato atill desires to recognize the achlevcncnts of
Alaska®s elderly, who served Alaska prior to stntehoodj thus, the legisla—
ture is comitred to the principle that chose currently receiving the
longevity bonus will continue to receive it in the futurei

(4) this legislation provides for the eventual phasing out of
the current prograts in as fair and cost effective a manner as possible,
leaving it to subsequent legislatures to decide if another progran 1is
needed to assist future Alnakrn cldors at soeo later point in tine.

-1- HCS CSSB 56 (Fin)



2! * Sec. 2. AS 47.45.010(c) 1ij -.aacuded to reuu:
3: 1936. who resides in the atacs for ar least one year imaediatcly
4]

(@) A person who is 65 years of 45c or -aver u.i or before Jul7 1,

preceding application for a longevity bonus under thia chapter oay <

5i
61

apply co tha cocaiasionur of administration for qualification to
receive a monthly bonus or S250 upon rceching age 65.
* Sac. 3. AS 47.45.030 Is amended Co read:

See. 47.45.030. ABSENCE FROtt THE STATE. After qualification,
recipient shall notify the cocnlasioner of administration when the
recipient expects to be absent iron che etafe if the absence is for a
continuous period that exceeds 30 days. After thnt notification, the

recipient nay no longer receive bonuses froa the Department of

Administration after the last regularly approved nontbly application.
Upon returning co the state, the recipient nay again sake application

for a bonus. Whenever the absence Ik for . continuous period that

c._.tﬁ

exceeds 90 [180] days the recipient shall be disqualified froa

receiving bonuses for the next 12 calendar months after returning to

sk

—

Che state. However, when the coaaiasioner of administration determines

a period of absence is beyond the control of the recipient, the

recipient nay uoc be disqualified If the recipient 3til1 otherwise
%I qualifies upoa returning to the state. Continual absences froa the
atata, even chough reported, and failure to notify the couoisaioner of
Ji an expected absence isay be grounds for disqualification.
2 * Sec. 4. AS 47.45.070 is amended co read:
al See. 47.45.070. UNQUALIFIED PERSONS, .in unqualified person 1is
26} one who
i () does not uaec the age or residence requirements as

provided for under this chapter;

(2) aeets tho age and residence requirement; of thia chap-
11C3 CS33 56 (Fin) -2-



tucicn or facility and is certified by tho state as unable co uinage
personal affairs, or raside3 la i nursing hone aa chat Cera la defined
in AS 03.70. 130; however, if chat person, at the tiac of conalfccent or
conaanceocct of raaidsnce. provided che principal support of a spouse,
the conaiisioaer of admicistratioa nay dctcrnine to pay the confined
poroon®s bonus Co the person®s apouae until the spouse 1o qualified
for * bonuss

(©) io otherwise qualified but confined in a penal or
correctional institution or facilityj upon completion of scntcr.cc or
upon che conferral of a pardon, parole or probation, Che person nay
aaicc application! confinement oucaide the state shall be considered as
residence in che state if a parson waa coavlctod end sentenced froa a
court 1in Alaska) revocation of parole or probation shall be cause for
imedlata disqualificacion until release frca confiueaont 1is again
effected; *

(4) voluntarily leaves the state jr.d raaains absent froa
the state for a continuous period of core chan 90 (130] days.
Sec. 5. AS 47.45 is amended by adding a now section to readt

Sec. 47.45.122. ELIGIBILITY FOE PO3LIC ASSISTANCE. (@) Aa

individual whose public assistance is denied or reduced solely because
of che receipt of a bouus under this chapter by the individual or by a
aanber of the individual®a household is eligible for assistance under
the general relief assistance progran in AS 47.25.120 - 47.25.300.
Notwithstanding the linic in AS 47.25.130, the individual is entitled
to receive che sane amount as Che individual would havo received under
other public assistance prograas had the individual uot received a
longevity bonus.

(b) In this aeccion "other public assistance" means

3- NCS cssB 56 (ir..)
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U» oecuri;/ I-siconu (V3 J3.Z.C. <33« - 1jJ5)]
d) :ledicaid (43 U.S.C. 1336 - 1396p)i -rad

(3) Adulc Public Adiutaaca (AS 47.35.'*30 - 47.35.615).
mSee. 6. Section 11, ca. 33, SU 1954 is repealed,
* Sec. 7. Section* 1 - 5 of thia Act take effect July 1, 1985.

* Sec. 3. Section 6 of thin Act cakes effect icnediacely in accordance

vith AS 01.10.070(c).

acs (553 5S(Fin)



SUMMARY OF FISCAL NOTES FOR HCS CS SB 56 (FIN)

Fiscal Note #1: $413.8
Fiscal Note #2: $2160.0
Fiscal Note #3: $ 399.0

Sub-Total $2972.8
Fiscal Note #3: ($1712.4)

TOTAL $1260.4

Non-nursing home Medicaid
OAA/SSI

Loss .of nursing wing ALB 1ncome
fo fbloneersS p%mas g

Rl

Net addcitional general funds
required.

NOE No funds are proviced in these fiscal notes for the paynent of bonuses.

These funds are provided in FY & budget.



STATE OF ALASKA 13c= LEGISLATIVE SESSION

Niscal pte

Revision Oats:

REQUEST (Pin FISCAL OE’AIL

11 i/kesclution  Mo. ency nr e ea ocia erv
Tivie- Longevity Bonts - > " Catend dty}Sfec?ea?Bcf‘als Lo

Rt S CoOMIC ASsistance

Sponsor:Senator , 1. BRU, Progr bprogram”~) Affected:
requostor- Holse Fifiance Cormittee” ° Wedical "Aséistance:

Date of Request: 3/27/85

EXPENDITURES/REVENUES: (Thousands of Dollars)
't bo ry bo FY 8/ FY 88 FY 89 FY 90

OPERATING

101) PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

700 SUPPLIES

500 EQUIPMENT

500 UNO & STRUCTURES

700 CRANTS, CUIMS 1 1

800 MISCELUNEOQUS

I
TOTAL OPERATING 1 1 0 1 I 1
I CAPiITAL i i i i i
j REVENUE | 1(413.8) 1 I I I

FUNDING: = (Thousands of Dollars)
JCI'rthnL 1u»'] 4138

1
-EDERAL FUNDS (413.8) 1
3THER {
TOTAL 1

POSITIONS:
-ULL-I 1i-t
'ART-TIME
TEMPORARY

ANALYSIS: Attach a separate'page if necessary

The..bill auth rlze? state funds to rnglac 5 ederal undsT for
medi cald e eTIfS Tor r{ rghg dic ecipients. . There
IS no Incréase I opera mg expe ditures, only a cha 08 N funding

Source.
Prepared By: R I’eSE Iatlve Al AdamS Chalr Phone: 46-5-3706

Division: ouse FrInance committee Date: 3/27/85 ~
Approved by Commissioner: Date:
Agency:

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor-
Office of Management and Budget
Impacted Agency(ies) 7/1/84



STATE OF ALASKA i?S5 LEGISLATIVE SESSIC
FISCAL .NOTE

Revision Date:

REQUEST (FiniFISCAL DETAIL

Bi ii/Resclution No.: HCS CSSB 56 Agency all"ecred: Deot.Health & Social Ser\

Title: Longevity Bonus Program Category Afreciea: Social &
Economic Assistance

Sponsor: Senator Rav, et al. BRU, Program or Subprogram”) Affected:

Requestor: House Finance Committee General Relief Assistance_

Date of Request: 3/27/85

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY od Ft 86 FY 87 FY 88 FY 89 FY 9U
| OPERATING
100 persenaL SCRVICCS

200 TRAVEL

300 CONTRACTUAL
<#00 SUPPLIES
500 EQUIPMENT
SO0 LAND 4 STRUCTURES -
700 GRANTS, CLAIMS 1 21600
300 MISCELLANEOUS

TOTAL OPERATING 1 I2160.0 1 1
[ CAPITAL i I I I i i "1
t REVENUE I I I I I I |

-

FUNDING: (Thousands of Dollars)

jtictnnl runJ 2160.0 % 1

rEDERAL FUNOS
3THER 1
TOTAL 1

POSITIONS:
-Unn-iiMe.
"ART-TIME
TEMPORARY

PR R

ANALYSIS: Attach a separate page if necessary

See attached analysis

Prepared By: Representative Adams Chairman Phone: 465-3706

Division: House Finance Committee Date: '"3727/85
Approved by Commissioner: Date:
Agency:

Distribution (by Agency preparing Ffiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 7/1/84



Pace two

Fiscal Note Analysis
HS CS B % (Fin)

1. Costt?"refl %t]e 1 epl cthn%e#]%%IsHpq rpental ecurity income

Assistance:
I ersons/mont
ersons/mon
ersons/mon
ersons/mon
ersons/mon

FY cost
2. Costs also s I c ?zcelln% IB\SSISId Age Assistance monthly

L
|

FY cost
) ersons/mon
; ersons/mon
: ersons/mon
: ersons/mon
i ersons/mon

s




STATE OF ALASKA 19S5 LEGISLATIVE
FI1SCAL

ote

Revision Oats:

g\béaﬁstCSSé B ey iE’cted

REV
Ijne clution
ONevi

nomic ass stance

SESSION

ministration
ﬁ\qeceaf oual
or

qpe

Sponsor Program or Sybprogram”

requestor: HOUSE FINANCE Commlttee Longewty nus nnpprsl Honre
Date of Request: 3/27/85

EXPENDITURES/REVENUES: (Thousands of Dollars)

rr os FY 8b FY a/ Fy 88 FY 89 FY 90

) OPERATING

100 ptRsowsnsEnvrctSt
200 TRAVEL

100 CONTRACTUAL
N0 SUPPLIES
500 EQUIPMENT 1
600 LAND & STRUCTURES {
700 CRANTS, CLAIMS
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TEMPORARY 1

ANALYSIS: Attach a separate"page if necessary

See Attached Analysis.

Prepared
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Stairstepping — Legal Analysis:

The stairstepping concept embodied in the bill which
passed the House last year (H.B. 655) would raise the age of
eligibility for bonus payments one year each year, beginning in
1991.  The bill would thus provide continuing honus payments to
any person who reached the age of & by 1990. Younger persons
would not qualify under the bill.

Any law which establishes classifications is subject to
a challenge under the equal protection clauses of both the Alaska
Constitution and the United States Constitution. A challenge
will not succeed if the classifications embodied in the law are
rational, and further legitimate governmental purposes. Thus,
the existing longevity bonus law could he challenged because it
treats differently those over age 6 and those younger than age
667 however, such a challenge would fail because of the obvious
rationale for providing retirement security to senior citizens
who are past their wage earning years.

Some laws which implicate further constitutional rights
beyond simple equal protection, such as racial discrimination or
the federally protected right to travel, are subjected to a much
higher degree of scrutiny under the equal protection clauses.
Rathe =than simply meeting the requirement of rationality, these
lans must further a compelling state interest in order to be
valid.

The stairstepping approach would not implicate any
constitutional right beyond general equal protection. It would



provide benefits to newcomers who met the age requirement, and
thus would not implicate the right to travel. 1/ Thus, the bill
must only be rational, and substantially further legitimate state
purposes in order to be valid.

The approach embodies a balance between recognition of
the fact that Alaska's elderly and near elderly have planned and
relied on the longevity bonus program on one hand, and a
perception that the state cannot continue to fund an ever
expanding program indefinitely. In a recent case, the Alaska
supreme court reaffirmed that the recognition of Igrandfather
rights” and "hardship” are legitimate goals of the limited entry
law under equal protection analysis. Kalmakoff v. State, Op. No.
200 (January 11, 1985). It appears that that court would find
It legitimate for the legislature to “grandfather' those who were
presently recetving the bonus or expecting to receive it iIn the
near future, since those individuals would suffer the most
hardship if the program were precipitously ended. Individuals
younger than 60 at the date of enactment would have considerable



notice that the program would not be available to them at
retirement, and would have some wage-earning years to adjust
their expectations.

The state's revenue expectations are certainly a
legitimate element In balancing what program should be enacted.
While a stairstepping approach which would raise the eligibility
age by one year every other year would eventually phase out the
program and delay benefits rather than deny them altogether to
younger residents, this option would also increase dramatically
he overall costs of the program.

NS — Legal analysis

The  meanstest bill would insticute a J-m<r part
longevity*-feQnus program.  Full benefits of $25&‘*£r month would
be available to ats™applicant whose adjuM€d gross incone for the
preceeding year was les”™*han 7o<tTo0. Individuals whose income
exceeded that amount,or”wtfo ~Sti“not chose to cpply under that
provision, would be/5ligible for beifrsits of $200 per month. A
person must h/~Mfe resided in the state fcH™ne year for either
benefit.

/ Theeuestion hasheen raised as to whethe:Nthe one year
residency requirementwould be valid for the part of th"Nprogram
which would provide full benefits of $250 per month, sjMYe
fee-xrefTES are based on a person's TnocREe™---The—Unitod—S-t-atasy
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The Honorable Hugh Malone * - = '&» &< V _xgvap
Alaska State House of Representatives
Pouch v.. . . .\ “q A+
Juneau, Alaska 99811 *ooLF % ;
o

Dear Representative Malone:

You have asked what 1legal arguments could be made 1in
defense of the "stair-stepping” approach to the longevity bonus
program (HB 655) which has passed the house. tic:.

. As you know, the bill would raise the eligibility age
for benefits by one year each year starting in 1990 .
Effectively, this means that if a person has reached age 65 by
1990, that person will receive benefits but if a person is 64 1in

1990, that person will never beold enough to qualify for
benefits.

cee The most important difference in analysis between this
program and the existing Jlongevity Dbonus program (as well as
certain other proposed alternatives) 1is that HB 655 cannot be
viewed, 1in any way, as infringing on the federally protected
"right to travel." While HB 655 does create a closed class -
those who are 65 1in 1990 versus those who are not - the class is
not defined by any characteristic such as race or residency or
sex which would give rise to close scrutiny by a court. Thus, a
court should subject the program to the minimal "rational basis"
squal protection test which requires only that legislation be
rationally related to legitimate purposes.

It would appear that HB 655 is the result of a
balancing between a recognition that many of our elderly have
planned and relied on the longevity bonus programon one hand,
and a perception that the state cannot afford to fund an

expanding program indefinitely. You have asked specifically
whether a "limited-revenue"™ argumentcan defend a state Tfundea
program. A state certainly may not, for example, close 1its

schools or libraries or swimming pools to blacks while keeping
them open to whites on the grounds that it would be too expensive
to open those facilities. Nor may a state, as we have seen,



The Honorable Hugh Malone March 9, 1984
Alaska State House of Representatives -r * - Page 2

Yo 7'm .. . i

limit welfare benefits to long term residents on the grounds that
sit would be too expensive to pay newcomers. But that 1is because
those sorts of discriminaticdh are invalid on their own, and not
because it 1is "illegitimate” for a legislature to consider the
state®s revenue 1ineeds. vhlt “fis "certainly -legitimate -for
legislature to consider whether or not a nrosram is affordable.

"It i1s legitimate for the legislature to consider the
reliance interest of those individuals who presently receive a
bonus or who have planned on it in the near future. _KB 655 would
recognize that it is difficult for the elderly to change their
economic circumstances; many present recipients have “planned M-1TV
their lives around the bonus. By not beginning rthe
"stair-stepping” until 1990, the bill also recognizes that those MW*.-"
who are near retirement age may find it difficult to augment
their planned retirement 1income without the bonus. eObviously,
those who are younger will have time to#make alternate plans.
Assuming that the legislature determines that the program cannot
be funded indefinitely, it would seem that a six year.lead time

before phasing out benefits is a rational choice. - v
- 2= -
VA It is my wunderstanding that certain members of the
legislature have examined the possibility of phasing out the
program more slowly -  for example, stair-stepping every two

years instead of every year. A slower phase-out would result 1in
a delay of benefits rather than a complete denial, at least 1in

the early years of the progranm. (At some point, however,™.ma
person would have to be so old to qualify that this type of ~
program would be an effective denial.) I understand that the one®V

year stair step was preferred by the House because the projected

cost of the program closely matches the state"s projected revenue"
curve, while a slower phase-out would require ,“increased

expenditures 1in years inwhich the state"s revenues™ will be

declining. eIt is- our opinion that these considerations are

legitimate. W Av ™. Sl - r ko m

Please let us know 1if we <can be of any further
assistance.

I Sincerely,

NORtfeWTtrx GORSUCI1
ATTORNEY te)ERALIl / /M =S~

By.
DV:jf /?gg?gflgnyoﬁtorney General



SUMMARY OF CHAPTER 38 SLA &
The act’s highlights are as follows:

'rAﬁlolr%?y I(I)nasne e%556e3|dents who are at least 65 to receive a
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The act and the law are repealled on 6/30/85.



LAWS OF ALASKA

_ Chapter 3
Source Choplsr No.
litt 717 am in-——-
AN AO
Relating to thr longevlty bonus program. requiring thr payment
of longevity bonuseS from appropvlatInns from the”general” fund: AN ACT
nnd providing Tor nn rffcrtivc dnte.
Relating to the longevity bonus program, requiring the
payment of longevity bonuses from appropriations from
b the gcnernl fundi and providing for nn effective dnte.
* Section 1. FINDINGS A\D PURPCSE  (a) The legislature finds and
BE Il ENACTED BY HIE LEGISLATURE OF THE STATE OF ALASKA: A declares that
3 (1) the high coat of goods and servicea in Alnakn nnd the
THE ACT FOLLOAS Gl PACE 1. LINE 11 14 state's remoteness and harsh environment, meke It difficult for many elder-
%5 ly Alaskans to remain in the otnte after retirement!
15 (2) when a person Is forced to live out retirement years awnay
7 from home, family, and friends, that person nuffers an Irreparable lussi
18 (3) Alaska's elderly are a precious humen resource, and It Is In
L. thepublic Interest to provide a financial incentive for them to remain in
the state after retlrcmenti and
n (4; it la In the public interest to continue the longevity bonus
2 program for elderly Alaskans Irrespective of need.
3 (b) The longevity bonus program Is not a form of welfare nnd Is not a
2 substitute for or supplement to public assistance. Other programs are
%5 available to provide the basic necessities of life. The longevity bonus
6 program is intended to encourage elderly Alaskans to spend their retirement
21 years In the comfort of their homes.
) 78 * o0ec. 2. AS 47.45.010 Is amended to read:
AT L cthee Bra april 26, “Josd ™ A Sec. 47.45.010. PEREONS WD HY QUAUFY RR LONEVITY BONS

-1- HR 717 m



Chapter IB

In) Aperson who ir. A years of age or over, who resides In the state.
for at least one year InimeiUntely preceding npplicntlon for a longevl-
ly bonus under thin chapter WAS DOMALED IN THE TERRITORY (N (R
BEFCRE JANHARY 3, 1959 AND WD HAS MAINTAINED A GONTINUOUS DOMALE IN
THE TERRITORY (R STATE FCR 25 YEARS) noy npply to the conxnlssloner of
administration for qualification to receive a monthly bonus of $250.

(h) Wrhen the commissioner of administration determines that an
applicant qualifies under AS 47.45.010 - 47.45.170 the commissioner
(A shall Immediately begin payment of the bonus,

(©) A person who niherwlsc qualifies to receive a bonus provided

for In AS 47.45.010 - 47.45.170 mmy continue to do so only nn long'
thnt person continues to be a resident of |HE GONTINJOUELY RETAINS it
DOMCILE IN) the state.

Sec. 3. AS 47.45.030 Is nmended to rend:

Sec. 47.45.030. ABSENCE FRM THE STATE  After gunllifleatlon. a
|A) recipient shnll notify the commissioner of administration when the
recipient IWK nxpecr.a to lie nbnent from the state if the nbncnce in
for n continuous period Ihnf exceeds 30 days. After thnt notifica-
tion, the recipient may (SHALL) no longer receive bonuses from the
Department of Adminlsirntlon after the (HIS) last regularly approved
monthly nppllcntlon.  Upon returning (HIS RETURN to the state, the
recipient IHE) nmy ngnin meke application for a bonus. Whenever the
absence Is for n continuous period thnt exceeds 180 days the recipient
shall be disqualified from receiving bonuses for the next 12 calendar
months after returning 111IS RETLRN to the. ntnte. However, when the
corrrilssloncr of administration determines a period of absence is

state, even though reported, nnd failure to notily the  commissionerof
nn expected nbscncc may be grounds for disqualification.
Sec. 4. AS 47.45.090(n) Is nmended to rend:

(n) The (THERE IS TIIH Alnska longevity honus fund Incrested
for the purpose of paying the monthly bonuses provided for in this
chapter. The fund consists only of (ALL) noney nmdo available by
appropriations of the (STATE) legislature from the general fund, ami
[[ROM OHR APPROPRIATED RUNDS, AL CONTRIBUTIONS FROM WHATBVER
SORCE, A\ income nnd Interest derived from the Investment of money
of the longevity bonus fund.

Sec. 5. AS 47.45.150 is amended to rend:
Sec. 47.45.150. DEFINITIONS. In this chapter

(1) "bonus" menns a monthly Alaska longevity honus payment
mede to a person or the person’s (I1IS) beneficiary who qualifies under
thIB chnptcn

(2) "resilient” or "resident of the stnte" menns an Indi-
vidual who la physlcnlly present. In the stnte with the Intent to
remain In the stnte Indefinitely nnd to meke a hore In the statei a
person demonstrates the requisite Intent hy maintaining a princlpal
place of abode In the state for one year nnd by providing other proof
of Intent the commissioner nmy require by regulation, Including proof
thnt the person is not claiming residency outside the state or obtain-
ing benefits under o claim of residency outside the stnte ("DOMC ;"
MEANS THE PUCE WTH WHOH A PERON HAS A SETMLED CONNECTION R
DETERMINATION OF HIS CIVIL STATLS (R OTHR LEGAL TURPCBES BECALEE IT
IS ACTUALLY (R LEGALLY HIS PERVANENT AND PRINCIPAL HOVE).

* Scc. 6. Section 2, ch. 205 SU 1972. nnd AS 47.45.170 are repealed.
* Sec. 7. SPECIAL QOVHTTEE The State Special Committee on the Alnskn

Longevity Bonua Program Is crenled, consisting of two members nf the Alnskn
-3- IB 717 mm

beyond the control of the recipient, the recipient (IIE) nmy not be

disqualified (,) if the recipient (HE) still otherwise qualifies upop ”

returning (HIS RETURN In the slate. Continual nbnenccs from P*
IIB 717 om -2-



Chnptrr R

Senate appointed by the president of the senate, two members of the Alaska
llouso of Represent.?! Ives appointed hy the speaker of the house, two members
of llir cxceiitlve branch selected by the povcrnnr, and three public members
appointed hy lhe governor. The committee shall determine the feasibility
of replacing the longevity bonus program, as amended by this Act. with nn
annuity program, a needs-based prop,ram, or other longevity program. In
making the determination nf feasibility required by this section, the
committee shall consider (1) the format and structure of alternative pro-
piamsj (?) the cost of alternative prngrnms ns compared to the cost of the
longevity honus program, ns amended hy this Actt (3) opinions of recipients
ol longevity bonus pnymenls on the question of replacing the longevity
boons program with an alternative programi and (6) sources of funding I

the alternative programs. The committee shall report its findings on the
feasibility of nlternntlve programs, together with drnft legislation to
implement the alternative programs If the committee finds thnt one or more
pﬁ%ams arc feasible, to the legislature nnd the governor by February 1,

* Sec. R If nny provision of this Act, or the nppllcntlon of this Act
to nny person or clrcumstnncc Is held invalid, the remainder of thin Act
nnd the application of this Art to other persona or cl rcumstnnccs is not
affected by thnt holding.

*Sec. 9. (a) A person who was qualified to receive a monthly longevi-
ty honus under AS 47.45 on March 30, 19R4 Is presumed to bo qualified to
receive a monthly honus under AS 47.45 os amended by this Act. Payments
under AS 47.45, ns amended hy this Act, may be made to thnt person ns long
nn the person continues to qualify for payments under those provisions.

(h) Awperson (1) who Is eligible to receive a monthly longevity honus
under AS 47.45, as amended hy this Act, for which that person was not
eligible under AS 47.45 nn March 30, 19R4, nnd (?) whose application for"-

-ItilJr 717 mm 4

Chapter IB

longevity bonus for Hay, June, July, or August, 1984 is received by Sep-
tember 1, 1984, rmy be paid for each month for which that person Is qual-
ified nnd for which such an application was filed, notwithstanding any
olher provision of law to the contrary.

* Sec. 10. Sections 1 - 8 of this Act arc retroactive to Hay 1, 1984.

* Sec. 11. This Act nnd AS 47.45 are repeated June 30, 1985.

* Sec. 12. This Act taken effect Itnsedlately In accordance with AS 01.-
10.070(c).

-5- 110 717 am
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House Bill 239
Fiscal Note Analysis
Prepared by the Division of Pioneers®™ Benefits
Department of Administration
March 1, 1985

This Bill would restrict growth"ancT"eventually phase out the Longevity Bonus
Program by escalating the age of eligibility.
Assumptions

1. Section 11 of Chapter "38, SLA"84, which would have ended the program on
June 30, 1985, is repealed, and therefore the program will continue.

2. Beginning on July 1, 1991, the age requirement for eligibility for a

longevity bonus would be increased to 66 years of age. On July 1 of each
succeeding year the age requirement would be increased by one year. This
would have the effect of closing the program to new applicants, except for

new residents of Alaska who complete one year of residency at an appro-
priate age, or those few Alaskans of appropriate age who may have previ-
ously chosen not to apply.

3. All those presently on the program, and those who come on the program prior

to July 1, 1991, will remain eligible and continue to receive longevity
bonus payments.

4. The Bill becomes effective immediately upon becoming law.



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

Page 1
REQUEST FISCAL DETAIL
Bill/Resolution No.: hb 239 Agency Affected: Administration
Title™;  Longevity Bonus Program Category Affected: social and
Program - Economic Assistance for the Aged
Sponsor: -Flnance.Coirmi tree- BRU, Program or Subprogram”) Affected:
RequestoTT Longevity Bonus Program
Dace of Request:
EXPENDITURES/REVENUES: (Thous of Dollars)
FY 85 wd% FY 87 Fv 83 FY 89 FY 90
OPERATING

IPO PERSONAL SERVICES 0 0 0 0 0 0
200 TRAVEL 0 0 0 0 0 0
300 CONTRACTUAL 0 0 0 0 0 0
400 SUPPLIES m( 0 0 0 0 0
500 EQUIPMENT 0 0 0 0 0 0
600 LAND & STRUCTURES 0 0 0 0 0 0
700 GRANTS, CLAIMS 0 0 0 0 0 0
800 MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE 0 0 0 0 0
FUNDING: (Thousands of DoV ars)
CENLRaL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

l

POSITIONS: 0 0 0 0 0 0
t-ULL-TIME' 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)
Prepared By. ~  ...... . Phone: %‘ |_[D
Division: Pioneers* Benefits Date:  March 1, 1985
Approved by Commissioner: Lisa Rudd Date: I/ ZS-

Agency: Department of Administration?®

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor

Reauestor
Office of Management and Budget

Impacted Agency(ies) Rev. 7/1/84



JUaska Jitate ~B~tsktitrre

House of Representatives

committee ON state Affalrs Pouch V
State Capitol

Official Buaincaa T - i) i, Juneau, Alaska 99811
Longevity Bonus Hearings

INCOME LEVELS AND PARTICIPATION IN A STATE ANNUITY PROGRAM

“Average Alaskan annual income is between $25,000
$26,000
(Alaskans have less purchasing power than the national
average after taxes).

<Rural residents tend to earn less than $10,000 dollars a
year

< Almost every rural community has an average annual income
of less than $10,000

“915% of Alaskansearn less than $5000/year

“25% of Alaskansearn less than $10,000/year

“80% of Alaskansearn less than $15,000/year

Source: Department of Revenue - Presented by David Teal,

Director of House Research

“Statistics indicate that 14% of the population 1invest 1in

IRA"s
Participation declines as income declines:
$100,000/year 80% participation
$10,000/year 2% participation

“State of Alaska deferred compensation plan for state
employees - participation level

10% of state employees participate in the plan

State workers as a group tend to be higher paid than
the average Alaskan population

The plan guarantees tax deferment on both the principal
contribution and the 1interest earnings of an individual
account in addition to allowing the withdrawal of funds
before 65.

Source: Compiled by David Teal, Director of House
Research
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PERMANENT DIVIDEND PROGRAM: ECONOMIC EFFECTS

“The Permanent Fund Dividend Program has a more

signifi—

cant impact on Alaska®s Economy than any other category in
the State. (With the possible exception of direct welfare
expenditures). In some categories, the order magnitude is

as high as 4 to 1.

“By 1991 the dividend program will be responsible
almost 10,000 jobs in Alaska, 1if the progranm
tinued.

for
is con—

“1f the state were to cut an amount of state Tfunds from

loan subsidies equivalent to the permanent fund
expenditure, 2500 jobs 1in the state would be lost.

dividend

“4f loan subsidies were decreased by $100 million dollars
and increased state spending 1in the permanent fund divi—
dend program by $25 million dollars, there would be no

loss of employment with a net budget savings
million dollars.

“7000 to 8000 jobs in the Alaskan economy are
quence of the permanent fund dividend program.

of $75

a conse—

“The annuity proposal will cause economic contractions to

the extent that money is taken out of the economy.

Source:

Gregg Erickson, Co-Author of the study on the Alaska
Permanent Fund Dividend Program: Economic Effects and

Public Attitudes



BILL SHEFFIELD, GOVERNOR

REPLY TO:
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OFFICE OF THEATTORNEY GENERAL PHONE: (9071 276-3550

O 1st NATIONAL CENTER
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March 22, 1985 PHONE: (907) 452-1568

SI POUCH K mSTATE CAPITOL
JUNEAU. ALASKA 99811
PHONE: (907) 465-3600

Honorable Katie Hurley

Alaska State House of Representatives
Pouch V

Juneau, Alaska 99811

Dear Representative Hurley:

You have asked whether a two year residency requirement
in the Alaska Longevity Bonus Program would be legal. The answer
is not clear but probably 1is that such a requirement would not be
legal; what is clear is that such a requirement would result in a
lawsuit.

The legitimate purpose of a durational residency
requirement 1is to distinguish, 1in a not too burdensome manner,
between those individuals who are truly Alaskans and those who

are merely visitors. AS 01.10.055 sets out the constitutional
requirements of residency. That statute states, 1in pertinent
part:

(a) A person establishes residency in the state by
being physically present 1in the state with the
intent to remain in the state indefinitely and to
make a home in the state.
(b) A person demonstrates the intent required
under (a) of this section
(1) by maintaining a principal place of abode
in the state for at least 30 days or for a
longer period if a longer period is required
by law or regulation; and
(2) by providing other proof of intent as may
be required by law or regulation....

Thus, the critical factor in determining residency is intent, and
the law recognizes that external indicators of intent, such as
durational residency, are pertinent.

Courts have held that when a fundamental right - such
as the right to vote - or when a basic necessity of life - such
as welfare - is involved, only a very limited residency

requirement will be upheld. This 1is because the individual right
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outweighs the administrative convenience of a longer period.

When one of those rights is not 1involved, such as in the
longevity bonus program, the permissible residency requirement
will vary from program to program. For example, a 30 day

requirement would be of little help 1in distinguishing resident
commercial fishermen from those who Ilive elsewhere but fish in
Alaska®"s fisheries, since non-residents commonly come to the
state for months on end. Conversely, 1in housing loans, since one
must 1intend to use the loan for a permanent home, an applicant
evidences the constitutional intent by making the application, so
no additional vresidency requirement will help to weed out
visitors.

The federal courts have recently upheld Alaska®s two
year residency requirement for student loans. The arguments
supporting the requirement vrelied heavily un the fact that
student populations are very mobile, many students donot own
homes, and a shorter requirement might well 1induce students who
had no 1intent to make Alaska a permanent home to come to the
state simply 1in order to avail themselves of the liberal loan
program. Student loans, of course, are available for use outside
the state once an applicant has qualified.

Some of the same considerations are present 1in the
senior citizen population. Because most seniors do not have
permanent employment in a particular location, they are more free
than vyounger individuals to move about for vrelatively long
periods of time.But most seniors do have a permanent place of
abode, and strong ties to one locationor another. Further, the
bonus 1is available only when the recipient is within the state.
Thus, unlike student the loan program, there 1is no 1incentive to
move to the state in order to qualify for the bonus if one has
the intent of leaving again conn as the qualification is met.
The question for the court would be whether the longer residency
requirement really did help to distinguish between Alaskans and
visitors, or rather whether the requirement only served to deny
the bonus to bona-fide Alaskans until they had actually been
residents for a longer period of time. If the court drew the
latter conclusion, it would strike the requirement.

IT the state had a significant amount of evidence that
non-residents, who did not 1intend to make Alaska a permanent
home, were migrating to the state 1in order to qualify for the
bonus, 11t 1is possible that the requirement could be upheld. It
is, in my opinion, more Ulikely that any in-migrants (if they
could be shown to exist) who fulfill the present requirement of
residing 1in the state for twelve consecutive months, come with
the intent of remaining permanently - and are therefore bona-fide
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Alaskans. Since seniors do visit for extended periods, without
the intent to remain, 1 believe that a one year requirement helps
to distinguish between Alaskans and visitors. But 1 believe that
it is doubtful that a two year requirement would be better than a
one year requirement at weeding out visitors, and that it is
likely that a court would hold that a two year requirement 1is
imposed only to distinguish between new Alaskans and older
Alaskans.

Perhaps the most important consideration here is that a

two year requirement would almost surely invite a lawsuit. The
state has been embroiled in legal battles over the bonus program
for nearly three years. Attorney General Norman Gorsuch has

repeatedly expressed his hope that any legislation dealing with
the bonus should be clearly constitutional, and alleviate the
uncertainty in this area.

Please let me know if 1 can be of any other assistance.

Sincerely,



Pouch Y, Slate Capitol
Juneau, Alaska 99811
(907) 465-3991

March 12, 1985
MEMORANDUM

TO: Representative Al Adams
Attention: Louann Cutler

FROM? ,tchen Keiser™l"X"
-egislative Analyst

RE: Longevity Bonus Cost Analysis
Research Request 85-218; Supplemental Information

You requested that this agency prepare a series of simplified tables
which present the total recipients, annual and cumulative costs for the
various stairstepping options. We were also asked to graph the annual
and cumulative costs of the various stairstepping options. These tables
and graphs are attached.

Please contact us if we can be of further assistance.
GK

Attachments



