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SECTION IV:
THE DEATH PENALTY: SHOULD IT BE ADOPTED?

INTRODUCTION
The second subject that the Prosecution Committee was asked to address is the proposed 
change in Alaska criminal law providing for capital punishment. This subject was raised in 
the last leg.oiative session by Senate Bill 119 and by House Bill 163. In addition, there is 
a death penalty initiative drive sponsored by a group known as Alaskans for Justice. They 
hope to put the question directly to the voters on the 1986 ballot.
As one might expect, the information on this subject is voluminous. However, when all of 
the articles, editorials, studies, and statistics are distilled and separated from their excess 
verbiage, the arguments pro and con are always the same.
There is no single subject matter guaranteed to raise more emotional fervor than the concept 
of taking a convicted felon’s life as punishment for his or her crimes. There is a universal 
tendency for those in favor of capital punishment to express concern for the safety of the 
community and the rights_of the victims.-The tendency of those opposed to capital 
punishment invariably is to focus on the plight of the criminal.
For the reasons discussed below, this committee, although divided, finds in favor of the 
community and the innocent victim and supports the death penalty as proposed. This 
endorsement is based upon the assumption that the statute in question can pass 
Constitutional muster. It also is assumed that all procedural safeguards will be afforded the 
accused and that the ultimate penalty will be reserved for crimes which represent the 
ultimate affront to human decency.

HISTORY
Historically, the use of capital punishment has been seen at some point in all societies since 
man walked the earth. The methods used and the justifications for employing the death 
sentence are as numerous and as varied as the human imagination can conceive.
In the United States, according to the U.S. Justice Department Statistics Bureau, between 
1930 and 1972,3,859 executions were carried out under civil authority. Of this total, about 
3,829 were carried out by 42 states and the District of Columbia. The remainder took place 
under federal jurisdiction.
Then in 1972 a highly divided United States Supreme Court handed down its landmark 
decision in Furman us. Georgia, 408 U.S. 238 (1972). That decision had the effect of 
invalidating the capital punishment statutes which existed in most states. In 1975, however, 
the Supreme Court approved death penalty legislation which had been enacted in Florida, 
Georgia, and Texas. By 1980 approximately 37 states had capital punishment laws in effect.
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(Eighteen provide for electrocution, ten for lethal gas, four for hanging, and four for lethal 
injection. Utah permits the condemned prisoner the choice of hanging or firing squad.) As 
of June 30, 1984, there had been about 20 executions pursuant to these statutes.

THE ALASKA PROPOSAL
Senate Bill 119 and House Bill 163 were introduced in the last legislative session which 
would make capual punishment a part of Alaska’s criminal justice system. Both bills 
generally follow the form which has cleared Constitutional hurdles in other states. They 
are virtually identical in form with the exception of methodology.
Basically, under both bills, capital punishment would be available for mass murder, murder 
involving torture, contract murder, and murder of a law enforcement officer. The Senate 
bill specifies execution by firing squad or by lethal injection at the election of the 
Commissioner of Corrections. The House bill specifies hanging or lethal injection at the 
election of the prisoner.
The initiative drive proposed by Alaskans for Justice proposes the death penalty for 
situations where:
1. The defendant “manifested deliberate cruelty to another person involving rape, 

kidnapping or torture by mutilation.”
2. The defendant killed two or more people other than his accomplices.
3. The defendant had a prior conviction for murder.
4. The defendant knowingly directed the offense at the President of the United States or 

the Governor of Alaska.
5. The defendant killed a law enforcement or correctional officer who was acting in the 

line of duty.
6. The defendant killed a child nine years old or younger during the commission of the

The initiative proposes to give the condemned prisoner a choice between the firing squad 
or lethal injection.

offense.

J
4.8
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THE TRADITIONAL ARGUMENTS 
FOR AND AGAINST CAPITAL PUNISHMENT
Those in favor of the death penalty traditionally advance three arguments. They are:
1. Retribution of society, for itself and on behalf of the victim, for the crime committed by 

the accused.
2. Deterrence of other potential criminals by example.
3. Social reform as a part of advising members of society as to what is to be considered 

acceptable behavior.
Opponents of capital punishment argue the following:
1. The possibility of error in the criminal justice system may send an innocent party to his 

death.
2. The death penalty as administered in the past has resulted in racial discrimination.
3. The manner in which the death penalty is handled often appears to be arbitrary.
4. Imposition of the death penalty is a cruel and unusual act.
5. Most persons subjected to the death penalty are provided with unfair legal 

representation.
6. The death penalty is too extreme compared to the less restrictive alternative of life 

imprisonment.
7. The cost of execution ultimately is greater than life imprisonment.
8. There is no deterrent effect to capital punishment since it is carried out too infrequently 

and since “violence begets violence.”
The rationale of the arguments on both sides is self evident. We should note that each of 
these concepts has been addressed in-depth by the nation’s top jurists, and the death 
penalty continues to prevail with the appropriate legislation. The opposing arguments 
consistently have been found to have no logical or legal foundation. This is true so long jS 
the requisite procedural safeguards protect the accused’s rights before conviction. However, 
some of the opposing arguments justify being addressed here in a summary fashion.
First, it is unreasonable to argtie that society has a right to retribution up to but not including 
the death penalty. If that right exists, then there ifiust be some relationship between the 
defendant’s conduct and the penalty created. There are some crimes which can only result 
in the death penalty if retribution is to be a viable concept at all.

4.9
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Second, in view uf world history it is a fallacy to contend that capital punishment is cruel 
and unusual. This argument also fails to consider the cruel and unusual act which the 
defendant committed to justify consideration of execution in the first instance.
Third, in deference to those opposed, we could find no reliable statistics that there was a 
deterrent effect on other members of the criminal population by the use of capital 
punishment. However, capital punishment certainly deters the subject at hand from further 
violent conduct. The death penalty also relieves society from the threat of escape or parole 
and curtails the expense of maintaining the individual for the rest of his or her life. We note 
the historical fact that serious offenders have been released from incarceration for one 
procedural reason or another while presumably serving a life sentence.
Finally, the question of costs must be considered. Admittedly there are additional expenses 
leading up to execution. These would include the costs of courts and attorneys during trial, 
sentencing, appeal, retrial, and reappeal, etc. However, the statistics reflect that these 
expenses are going to exist when, as now, an individual is convicted of a serious felony and 
faces only a life sentence.
It must be noted that Alaska would incur certain start-up expenses for a capital punishment 
program. The fiscal note prepared by the Department of Corrections to support Senate Bill 
119 suggests that construction of a 12-bed death row facility would cost approximately 
$137,000 per bed for a total of $1,644,000. Then there would be maintenance costs for 
the facility which are projected to hit the $1 million mark by year 1989. While this sounds 
expensive, one must consider what would be done with the individual if he or she were 
sentenced to life. We cannot conclude that it is any less expensive to build facilities to house 
inmates for life without even considering the cost of their continued maintenance. At least, 
with a death row facility, there will be occasional vacancies as sentences are carried out.- r

POSITION  TAKEN BY VARIOUS SECTORS OF THE COMMUNITY
The Prosecution Committee made an attempt to ascertain the position of various members 
of the community. We found the following:
1. The Executive Branch of the state government, specifically the Governor and his 

Cabinet, apparently have taken no formal position on the death penalty. However, 
informally the government is thought to be opposed to capital punishment. Thus, when 
queried, there' was a party line taken by the Department of Public Safety and the 
Department of Law. Although the position was informal, we can only conclude that 
these branches of government are not in favor of adopting capital punishment.
Victor Krumm, District Attorney for the Third Judicial District, adopted that informal 
party line as a member of the Department of Law. Mr. Krumm did state that certain 
members of his own staff are so violently opposed to capital punishment on a 
philosophical basis that he would not be able to assign them a capital case if the statute 
were to be enacted. However, if there were a valid state statute calling for capital 
punishment, he assured us that it would be enforced.
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2. Since most members of the law enforcement community noted the political nature of 
this subject, there was great reluctance to comment on a formal basis. There also was 
a desire expressed by most members of the law enforcement community to maintain 
distance between their function and the ultimate disposition of the criminal. The 
president of the Alaska Association of Chiefs of Police and both the president for the 
local chapter and the state-wide Alaska Peace Officer’s Association indicated that their 
organizations had taken no formal position. Each agreed to poll their members as soon 
as practical. Our investigation showed, almost without exception, however, that 
persons involved in law enforcement endorsed the death penalty on a personal basis.

3. According to a recent American Bar Association poll, 68 percent of the lawyers 
surveyed favored capital punishment. We could find no statistics which accurately 
reflected the position of the majority of Alaska lawyers.

4. Reliable and informative statistics on the position of the general public in Anchorage 
and in Alaska generally were not available.

JUSTIFICATION FOR RECOMMENDING THE DEATH PENALTY
FBI crime statistics sn> •* ' jaska to be one of the most violent states in the country. While 
serious crime declin* nerally in the United States for the third straight year in 1984, 
Anchorage saw a 4.9 percent increase. We have more than our share of mass murders and 
mayhem. With the great influx in population, that type of conduct must be resisted or it will 
continue. While the execution of one murderer might not deter the next potential criminal, 
we need to let the violent element of society know that we will take them on, one at a time 
if necessary, to protect our lives and those of our families. As a result, the Prosecution 
Committee supports adoption of the death penalty in Alaska.

4.11



Alaska State Legislature
Senate

S e n a t o r  Paul Fischer

/

/

P o u c h  V 
S tate  C a p i t o l  

Ju n e a u ,  A la s k a  99811

I appre ciate y o u r  a g r eeing to h e a r  Senate Bill 119 w i t h i n  the 
next several weeks. I will not be submit ting a n e w  Capital 
P unish m e n t  bill as was p r e v i o u s l y  planned.

It appears that I will be u n a ble to be p r e s e n t  for the HESS 
commi t t e e  m e e t i n g  on Tuesday, Februa ry 27, 1986. As such, I 
w o u l d  a ppreciate it if the bill was not h e a r d  on this day.
I'd like to suggest Tuesday, F e b ruary 4, 1986. Please let m e  
k n o w  if this is not acceptable.

A g a i n  t h a n k  you for y o u r  efforts. I realize y o u r  HESS 
committee will be t a x e d  for time w i t h  the added c o n f i r m a t i o n  
h e a r i n g s .



STATE OF ALASKA 19S6 LEGISLATIVE SESSION
FISCAL NOTE

7F.nUF.ST

Date o f  R e q u e s t :

R e v is io n  D a t e :
F I S C A L  D F . T A I L

Bill/Resolution No. : Senate B i l l  119 A g e n c y  A f f e c t e d : D e p a r t m e n t  o f  C o r r e c t i o n s

P u n i s h m e n t "

Sponsor: S e n a t o r Pau l F i s c h e r Fnmpnnpnrs • Sprinq Creek Correctional
Requestor: S e n a t o r P a u l F i s c h e r Center

E X P F . N D I T U R F . S / R F . V F . N U E S  : ( T h o u s a n d s  o f  D o l la r s )

OPERATING FY 86 FY 87 FY S8 FY 89 FY 90 FY 91
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND St STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

45 8 .6 972 .2 1030 .6 1092 .4
3-6 6 .3 6 .7 7 .8
4 .2 8 .9 9 .4 10 .0
3.6 7,6 8.1 8 .6
2 .8 —0” - 0 - - 0 -

TOTAL OPERATING - 0 - - 0 - 4 7 2 .8 99 5 .0 1054 .8 1118 .8

C A P I T A L  | - o - 2 0 9 5 . 3 - 0 - - C —0 — - 0 -

R E V E N U E I 0 1 I 0 1 - 0 - - 0 - - 0 - - 0 -

F U N D I N G  : ( T h o u s a n d s  o f  D o l l a r s )

GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

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

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

P O S I T I O N S  :

FULL-TIME
PART-TIME
TEMPORARY

- 0 - - 0 - 1 8 1 8 1 8 1 8

A N A L Y S I S  ; Attach a separate page i f  necessary

Prepared by  
D iv is io n  :

Ci_)
W i l l i a m  W. L a d w i g "d
A d m i n i s t r a t i v e  S e r v i c e s

A p p r o v e d  b y  C o m m i s s i o n e r :
A g e n c y :  D e p a r t m e n t

Distribution (b y  A g e n c y  preparing Fiscal n o t e ) : 
Legislat ive  Finance 
Leg islative  S p o n so r  
Requestor
O f f ice  o f  M anagem ent and Budget 
Impacted A gen cy( ies ) page o f

P h o n e : 4 6 5 - 3 3 7 6
D a t e : 1 2 - 1 1 - 8 5

D a t e :  1 2 - 1 1 - 8 5

10/25/85



FISCAL NOTE 

Senate Bill No. 119 

Page 2

ANALYSIS

A. Assumptions:

Enactment of Senate Bill No. 119 would change the State law to permit 

capital punishment for the crime of murder in the first degree. 

Current estimates indicate three convictions per year for this 

offense would involve executing the death penalty. Because of the 

lengthy appeal process in cases where the death penalty has been 

imposed, it is anticipated that a significant number of persons would 

have to be confined in a separate confinement area. The national 

average length of time between sentencing and execution of the death 

penalty is 6 to 7 years. Therefore, we are predicting the need for a 
maximum of 20 death row beds.

1. Capital expenditures required to provide specialized space not 

currently available in existing State correctional centers. 
Details follow in B-l.

2. The new space will be adjacent to an existing facility, but 

isolated. Existing authorized staff could not provide for the 

necessary security of inmates housed in the area designated for 

prisoners sentenced to execution.

3. Two additional fixed guard posts to be created and one post for

roving patrol due to the high security and high risk nature of

the unit. To man one post 24 hours per day, 7 days per week 

requires 5 Correctional Officers II plus 1 Supervisor 

Correctional Officer III for each post.

4. Inflation is estimated at 6% per year.

5. The unit will be available for occupancy January 1988.

B. Estimated Costs

1. Capital Expenditures

a. Functions and square footage allocations are derived from 

accepted space standards and are adjusted to an existing 
design for a 20-cell complex.

b. Assumes this structure will be an addition to an existing 

institution with all activity for prisoners sentenced for 

execution to be limited to this maximum security unit.
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FISCAL NOTE 

House Bill No. 

Page 3

119

Analysis (continued)

c.

d.

Assumes only the usual 6% equipment factor and does not 

include costs for whatever type of equipment would be 

appropriate for the specified method of execution.

It is estimated that the cost will be S305.08 per square 

foot, considering the fact that this unit must be more 

secure than other facilities under construction and the 

relatively small size of the building.

e. Area Identification

Secure Control Room 

20 cells w/commodes 

@ 80 sq. ft. per cell 

Day room/Dining area 

Shower Rooms (Male, Female) 

Counseling/Attorney Room 
Secure visiting room 

Sallyport 

Hot cart/storaqe 

Exercise area (inside) 

Execution chamber/anteroom 

Net Area

Gross Area

Square Footage

120

1600

300

140

120
90

75

80

80

600

3,205 sq. ft.
x 1.6 net to gross

area factor
5,128 sq. ft.

x $305

$ 1,564,040 b'ldg. cost 10/81
22,767 secure outdoor

rec. yard
$ 1,586,807 bldg. & yard

476,042 30% admin/

overhead

factor

Total Projected Cost $ 2,062,849

2. Salaries and related costs are detailed on "Request for New

Positions" attached. It is estimated that Operating Costs v/ould 
not begin until January of 1988 due to time needed for 

construction so funds are included for only six months of FY88.

page of



Position Title _ . . , n c c .C o r r e c t i o n a l  O f f i c e r  I I
No. of Positions 

13
Range/Step Barg. Unit Gov.: Apprpv,: bisapp

l ime Status Stall Months RP Number Location Election District U$v I-.-.-.::-.-:
PFT 90 Anchorage £:$££8:::::;

Type of Expenditure
1

Salary
Benefits
Premium Pay
Olhcr

Tolal Personal Services

270 ,210
106,425

n     ..........
Travel
Conlractual
Commodiiics
Lquipmcnl
Uilicr

Tolal Cost

Amount

3 76 ,60 0
3 ,0 0 0

3 ,0 0 0
2 ,3 0 0

384 ,90 0

Receipt Code Funding Source
Federal Receipts 1007
G. F. Match _ u m _
General Funds 1004
l-A Receipts 1005
Program Receipts 1028
CIP Receipts 1061
Olhcr

384 ,900

For B&M  Use Only
Key Number - _______- ___

Justification

T h is  f a c i l i t y ,  even though a tta ch ed  to  an 
e x i s t i n g  i n s t i t u t i o n ,  would r e q u i r e  two a d d i t i o n a l  
f i x e d  guard p o s t s  and one p o s t  f o r  r o v in g  p a t r o l  
due to  the h ig h  s e c u r i t y  and h igh  r i s k  n a tu re  o f  
th e  u n i t .  To man one p o s t  24 hours  p er  d a y ,  7 
days p e r  week w i l l  r e q u i r e  5 C o r r e c t i o n a l  O f f i c e r s  
I I .  Three added p o s t s  w i l l  r e q u i r e  15 CO I I  f o r  
o n e - h a l f  o f  FY88 as f o l l o w s .

$ 1 8 ,0 1 4
7 ,0 9 5

2 5 ,1 0 9
200
200
150

$ 2 5 ,65 9

f o r  s a l a r i e s  
b e n e f i t s

t r a v e l  ( s t a f f  t r a i n in g )  
s tan d ard  ($400 each  per year )  
equipment

Request For 
New Position

Agency
B R U

Component

Department o f  C o r r e c t io n s

O p e ra t io n s Page 4 of 5 j
H iland Mountain C.C. Revised Date 1 2 /2 /8 5  !

FY 87



Position Tillc
C orrec O f f i c e r  III

No. o f Positions 2___ Ran Gov, Approv,: Drsopp.
Time Status 

PFT
S ta ff Months

18
■ mi n i..... II

RP Number Location
Anchorage

blcction District

Receipt Code Funding Source
Federal Receipts ■1002-
G. F. Match -UHLL
General Funds 1004
l-A  Receipts 1005
Program Receipts 1028
C IP  Receipts 1061

Olhcr

For B&M  Use Only
Key N um ber___

Type o f Expenditure Amount
1 2 3

Snlarv 58 ,7 7 0
Rcncfils 23,271

Olhcr
8 9  n o nTota l Personal Services

Travel
o i , UUU 

600
Contractual
Commodities 600
Equipment 500
Other

Tota l Cost 83 ,700

83 ,700

Justification
Three S u p e rv iso ry  C o r r e c t i o n a l  O f f i c e r  I I I  w i l l  

be r e q u ir e d  to  f i l l  the  com plim ent f o r  the th re e  
added p o s ts  in  a d d i t i o n  to  the f i f t e e n  C o r r e c t i o n a l  
O f f i c e r  I I .

O n e -h a l f  year  c o s t s  f o r  th ese  p o s i t i o n s  a re  as 
f o l l o w s :

$ 19 ,59 0
7 ,757

27 ,347
200
200
150

$27 ,897

s a l a r y
b e n e f i t s

t r a v e l  ( s t a f f  t r a in in g )
com m odit ies  @ s tan d ard  $400 each  p er  year  
equipment

Request For 
New Position

Agency
B R U

Component

Department o f  C o r r e c t io n s

O p e ra t io n s Page 5 of 5
H iland Mountain C.C. Revised Date 12 /2 /85 .

FY 87



STATE OF ALASKA 1985 LEGISLATIVE SESSION 

________________  FISCAL NOTE _______________

Revision Date:

REQUEST

Bi 11/Resc-1 ution Nc.: SB 119

Title: "An Act a u t h o r i z in g  c a p i t a l
p u n ish m e n t . . _________________________

Sponsor: Sen. P. F is c h e r____________
Requestor: Sen. P. F is c h e r_________
Date of Request:___2/6/85__________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

i-Y 8b | FY 86 | FY 87 i FY 88 | FY £9 i FY 90
I 1 3 8 . 2  1 1 7 3 . 0  1 1 8 1 . 7

i OO rtr.SGNAL SlRVIClS 
200 TRAVEL 
300 CONTRACTUAL 
A00 SUPPLIES 
500 EQUIPMENT 
■300 LAND A STRUCTURES 
700 CRANTS, CLAIMS 
“00 MISCELLANEOUS

1 1 3 5 . 0  ! 3 6 . 8  1 3 8 . 6
! 1 1 0 9 . 8  1 1 1 5 . 3  1 1 21 .1
1 9 . 5  i 6 . 3  1 6 . 6

1 4 . 5  1 1
I I I !

! 1 1
i i

1 1
TOTAL OPERATING 1 1 3 0 7 . 0  3 3 1 . 4  1 3 4 8 . 0

CAPITAL I I l i I I 1

1 REVENUE I I I I  I I |

FUNDING: (Thousands of Dollars)
jcNttlnL rUi\U 
FEDERAL FUNDS 
OTHER 
TOTAL

j- 3 0 7 . 0 3 3 1 . 4  | 3 4 8 . 0
1

1 1
1 1

' POSITIONS:
-ULL-  i I  ML
=ART-TIME
TEMPORARY

3 3 3

ANAlYSIS: Attach a separate page if necessary

P le a se  see  a t ta c h e d  a n a l y s i s .

FISCAL DETAIL

Agency Affected: Department o f  Law________
Program Category Affected:

A d m in is t r a t io n  o f  J u s t i c e __________
BRU, Program or Subprogram's) Affected:

P r o s e c u t i o n ,  OSPA

Prepared By : 

Division:

R i i L J L  ■ R.
R ich ard  I .  Pegues

1~1\k
J i

vA*-o
i r e c t o r

Approved by Commi 

Agency:_______
Gorsuch

Department o f  Law

Phone:

Date:_

Date:

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

465-3672

2/21/85

2/21/85

7 / 1 / 8 4



FISCAL ANALYSIS 
SB 119

Fe br u ar y  21, 1985

This hill w o u l d  authorize capital punishment, classify 

m urder in the first degree as a capital felony, and establish 

sentencing procedures for capital felonies. The death sentence 

w ould not be imposed unless at least one of several specified 

aggravating factors was found to exist and it was not outweighed 

by mitig a t i n g  factors. Capital felony trials w o u l d  be 

bifurcated, or held in two parts. The first part w o u l d  determine 

innocence or guilt; the second part w o u l d  determ ine whe ther 

aggravating factors exist to j u stify the death sentence; whether 

mitigating factors exist to o u t weigh the aggrav a t i n g  factors; and 

wh ether the defendant should be sen tenced to a term of 

imprisonment or to death.

The Department of L a w  estimates that three or four 

first degree m urder  convictions, w i t h  aggra v a t i n g  factors 

sufficient to justify a death sentence (and w h e r e  a sentence of 

death is imposed) will occur each year. The department also 

estimates it wi ll p r o bably attempt to o b tain the death p e nal ty in 

one or two additional first degree m u r d e r  cases, where  it may not 

be successful. A l t h o u g h  the bill provides for a straight forward 

..appeals process to the A l aska Supreme Court, capital sentences 

will result in lengthy and c ompl icated appellate litigation.

This is because of the substantial appellat e avenues that are 

available to defendants in capital cases in the federal



court system. That system includes original applications to the 

U.S. District Court, appeals from these proceedings to the U.S. 

Circuit Court of Appeals, and further appeals from b o t h  state and 

federal proceedings to the U.S. Supreme Court. Typically, 

appeals move b o t h  up and down through the federal system on 

remands for rehearings and additional fact finding.

Consequently, it should be expected that years can pass before a 

capital sentence is carried out.

Based on these considerations, at least two full-time 

attorneys, together w i t h  support elements, will be required to 

handle sentencing trials, and the appeals that result from death 

sentences. The department also estimates that constitutional law 

experts will also be r equired to defend against challenges to the

state's m e t h o d  of execution under the cruel and unusual

punishment doctrine. Such challenges should be e x p ected during 

the first one or two years after the provisions of this bill go 

into effect.

Fiscal note costs include witness travel and 

subsistence ($20.0) that will be r e q uire d by the pr ovision for 

sentencing trials. The cost for U.S. Supreme Court and U.S. 

Circuit Court of Appeals b rief printing ($30.0), w h i c h  is a n e w  

required expense, has also b een included. The positions required

by this bill will be located in the Office of Special

Prosecutions and Appeals at Anchorage.



Cost Summary

Object A t t y  IV A t t y  IV Leg Sec I Total
100 - Salaries & Benefits 56.5 56.5 25.2 138.2

( 1 0 months - first year)

200 - Travel
Witness travel and 10.0 10.0

subsistence for 
sentencing trials

Travel instate for sentencing 7.5 7.5
trials and o u t -of-state trial 
to defend appeals in the I.Sc 
Circuit Court of Appeals and 
the U.S. Supreme Court.

17.5 17.5 35..0

300
Communications, copy & 3.0 3.0 2.0

document produc t i o n  
U.S. Supreme Court and 15.0 15.0

U.S. Court of Appeals 
brief printing 

Expert witness  30.0 30.0
Office space leases 4.1 4*1 2.2
WP Mainte n a n c e  1 . 4

52.1 52.1 57 5  109.8

400 - Commodities
Office consumables 1.0 1.0 1.0
L a w  L i b rary 1.0 1.0
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I n t r o d u c e d :  2 / 1/85
R e f e r r e d :  H e a l t h , E d u c a t i o n  &
S o c i a l  S e r v ices, J u d i c i a r y  
a nd F i n a n c e

B Y  P E T T Y J O H N , J E N K I N S . S H U L T Z
1 IN T H E  H O U S E  T A Y L O R , M A R R O U  A N D  G R U E N B E R G

2 H O U S E  B I L L  NO. 163

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an A c t  e n t i tled: " A n  Ac t  a u t h o r i z i n g  c a p i t a l  p u n i s h m e n t ,  c l a s s i f y i n g

7 m u r d e r  in  the first d e g r e e  as a c a p i t a l  felony, and

8 e s t a b l i s h i n g  s e n t e n c i n g  p r o c e d u r e s  for c a p i t a l  felo-

9 n i e s . "

10 BE  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

11 *  S e c t i o n  1. AS  1 1 . 4 1 . 1 0 0 ( b )  is a m e n d e d  to read:

12 (b) M u r d e r  in the f i rst d e g r e e  is a c a p i t a l  [AN U N C L A S S I F I E D ]

13 f e l o n y  a nd is p u n i s h a b l e  as p r o v i d e d  in  AS  1 2 . 5 5 . 1 2 5 ( a )  [AS 12.55].

14 *  Sec. 2. AS 1 2 .55 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

15 Sec. 12. 5 5 . 1 1 5 .  R E V I E W  OF  J U D G M E N T  A N D  S E N T E N C E  O F  DEATH. (a)

16 In  e v e r y  case in w h i c h  the j u r y  h as r e t u r n e d  a v e r d i c t  or  f i n d i n g

17 i m p o s i n g  the d e a t h  p e n a l t y ,  the d e f e n d a n t  s h a l l  be c o n s i d e r e d  to h a v e

18 m a d e  an a p p l i c a t i o n  for m o d i f i c a t i o n  of the v e r d i c t  or f i n d i n g  u n d e r

19 C r i m i n a l  R u l e  35. I n  r u l i n g  o n  the a p p l i c a t i o n ,  the j u d g e  shall

20 r e v i e w  the e v i d e n c e ,  c o n s i d e r ,  tak e  into account, a nd be  g u i d e d  by  the

21 a g g r a v a t i n g  a nd m i t i g a t i n g  c i r c u m s t a n c e s  r e f e r r e d  to in AS  1 2 . 5 5 . 1 8 0  -

22 12 . 5 5 . 1 8 1 ,  a nd s h a l l  m a k e  a d e t e r m i n a t i o n  as to w h e t h e r  t he j u r y ' s

23 f i n d i n g s  and v e r d i c t s  that the a g g r a v a t i n g  c i r c u m s t a n c e s  o u t w e i g h  the

24 m i t i g a t i n g  c i r c u m s t a n c e s  a re c o n t r a r y  to l aw or the e v i d e n c e  p r e s e n t -

25 ed. The j u d g e  s h a l l  set out the r e a s o n s  f or these findings.

26 (b) A  j u d g m e n t  of c o n v i c t i o n  of a c a p i t a l  f e l o n y  f or w h i c h  a

27 s e n t e n c e  of d e a t h  is i m p o s e d  is s u b j e c t  to a u t o m a t i c  r e v i e w  by  the

28 s u p r e m e  court w i t h i n  60 d a y s  a f t e r  i m p o s i t i o n  of the s e n t e n c e .  This

29 t i m e  limit m a y  be e x t e n d e d  by  t he s u p r e m e  court. A  r e v i e w  u n d e r  this



1 S' c t i o n  has p r i o r i t y  o v e r  all o t h e r  cases and the cas e  shall be h e a r d

2 i n  a c c o r d a n c e  w i t h  rules a d o p t e d  by the s u p r e m e  court. The r e v i e w

3 s h a l l  i n c l u d e  a d e t e r m i n a t i o n  of w h e t h e r

4 (1) the s e n t e n c e  w a s  i m p o s e d  u n d e r  the i n f l u e n c e  of pas-

5 sion, p r e j u d i c e ,  or o t h e r  a r b i t r a r y  factor;

6 (2) the e v i d e n c e  s u p p o r t s  the f i n d i n g  of  an  a g g r a v a t i n g

7 f a c t o r  u n d e r  AS 12.55.180; a nd

8 (3) the s e n t e n c e  is e x c e s s i v e  or  d i s p r o p o r t i o n a t e  to the

9 p e n a l t y  i m p o s e d  in s i m i l a r  cases, c o n s i d e r i n g  b o t h  the c r ime a n d  the

10 d e f e n d a n t .

11 (c) If the s u p reme court u p h o l d s  a j u d g m e n t  of c o n v i c t i o n  a nd

12 s e n t e n c e  of death, the c o urt s h all s p e c i f y  the t i m e  of  e x e c u t i o n  a n d

13 the c o r r e c t i o n a l  f a c i l i t y  in w h i c h  the e x e c u t i o n  s h a l l  take place.

14 * Sec. 3. AS 1 2 . 5 5 . 1 2 5 ( a )  is a m e n d e d  to read:

15 (a) A  d e f e n d a n t  c o n v i c t e d  of a c a p i t a l  f e l o n y  [ M U R D E R  IN  T H E

16 F I R S T  D E G R E E ]  shall be s e n t e n c e d  to a d e f i n i t e  t e r m  of i m p r i s o n m e n t  of

17 at least 20 y e a r s  but not m o r e  t h a n  99 y e a r s  or s h a l l  be s e n t e n c e d  to

18 d e a t h .

19 * Sec. 4. A S  12.55 is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

20 Sec. 12.55.177. S E N T E N C I N G  P R O C E D U R E  F O R  C A P I T A L  FELONY. (a)

21 When, a f t e r  a t r ial by jury, a d e f e n d a n t  is c o n v i c t e d  of a c a p i t a l

22 f e l ony, the court shall c o n d u c t  a s e p a r a t e  s e n t e n c i n g  p r o c e e d i n g

23 b e f o r e  the t r ial j u r y  as s o o n  as p r a c t i c a b l e .  If a j u r y  t r ial has

24 b e e n  w a i v e d ,  or if the d e f e n d a n t  p l e d  guilty, the s e n t e n c i n g  p r o c e e d -

25 i n g  s h a l l  be h e l d  b e f o r e  a j u r y  i m p a n e l e d  for the p u r p o s e .

26 (b) In  the s e n t e n c i n g  p r o c e e d i n g  e v i d e n c e  m a y  b e  p r e s e n t e d  as to

27 any a g g r a v a t i n g  or  m i t i g a t i n g  f a c t o r  that the c o urt c o n s i d e r s  to h a v e

28 p r o b a t i v e  v a l u e  r e g a r d l e s s  of the a d m i s s i b i l i t y  of t he e v i d e n c e  u n d e r

29 the e x c l u s i o n a r y  rules of e v i d e n c e ,  p r o v i d e d  the d e f e n d a n t  h as an



1 o p p o r t u n i t y  to rebut h e a r s a y  s t a t e m e n t s . T he s t a t e  a n d  the d e f e n d a n t

2 or the d e f e n d a n t ' s  c o u n s e l  s h a l l  be  p e r m i t t e d  to p r e s e n t  oral argu-

3 ment. Thi s  s u b s e c t i o n  d o e s  n ot a u t h o r i z e  the i n t r o d u c t i o n  of e v i d e n c e

4 s e c u r e d  in v i o l a t i o n  of the C o n s t i t u t i o n  of the S t a t e  of A l a s k a  or  the

5 C o n s t i t u t i o n  of the U n i t e d  States.

6 Sec. 12.55.179. S E N T E N C E  F O R  C A P I T A L  F E L O N Y .  (a) The jury,

7 a f t e r  c o n s i d e r i n g  the e v i d e n c e  s h a l l  e n t e r  a s e n t e n c e  of d e a t h  or a

8 t e r m  of i m p r i s o n m e n t  in a c c o r d a n c e  w i t h  A S  1 2 . 5 5 . 1 2 5 ( a ) .  If the j u r y

9 e n t e r s  a s e n t e n c e  of deat h ,  it s h a l l  m a k e  w r i t t e n  f i n d i n g s  of

10 (1) a g g r a v a t i n g  f a c t o r s  that e x ist to j u s t i f y  the s e n tence;

11 and

12 (2) m i t i g a t i n g  f a c t o r s  c o n s i d e r e d  by  the jury.

13 (b) A  j u d g m e n t  of c o n v i c t i o n  fo r  w h i c h  a s e n t e n c e  of d e a t h  is

14 i m p o s e d  is s u b ject to a u t o m a t i c  r e v i e w  u n d e r  A S  12.55.115.

15 Sec. 12.55.180. A G G R A V A T I N G  F A C T O R S .  T h e  d e a t h  s e n t e n c e  m a y  no t

16 be i m p o s e d  u n l e s s  at least o ne of t he f o l l o w i n g  a g g r a v a t i n g  f a c t o r s  is

17 f o u n d  to exist and is n ot o u t w e i g h e d  by  m i t i g a t i n g  factors:

18 (1) the d e f e n d a n t ' s  c o n d u c t  d u r i n g  the c o m m i s s i o n  of the

19 o f f e n s e  m a n i f e s t e d  d e l i b e r a t e  c r u e l t y  to a n o t h e r  p e r s o n  in that it

20 i n v o l v e d  t o r t u r e  or an  a g g r a v a t e d  b a t t e r y ;

21 (2) the d e f e n d a n t ' s  c o n d u c t  c r e a t e d  a r i s k  o f  i m m i n e n t

22 p h y s i c a l  i n j u r y  to t h ree or  m o r e  p e r s o n s ,  o t h e r  t h a n  a c c o m p l i c e s ;

23 (3) the d e f e n d a n t  h a s  a p r i o r  c o n v i c t i o n  f o r  a f e l o n y  that

24 i n v o l v e d  the use of v i o l e n c e  to a p e r s o n ;

S5 (4) the d e f e n d a n t  c o m m i t t e d  the o f f e n s e  p u r s u a n t  to a n

26 a g r e e m e n t  that the d e f e n d a n t  e i t h e r  p a y  or  be p a i d  f o r  the c o m m i s s i o n

27 of the o f f ense, or f or o t h e r  p e c u n i a r y  gain;

28 (5) the d e f e n d a n t  w a s  o n  r e l e a s e  fo r  a n o t h e r  f e l o n y  c h a r g e

29 o r  c o n v i c t i o n  h a v i n g  a s s a u l t  as a n e c e s s a r y  element;



(6) the d e f e n d a n t  k n o w i n g l y  d i r e c t e d  the c o n duct c o n s t i t u t­

ing the o f f e n s e  at an  a c t i v e  o f f i c e r  of the court or at an  a c t i v e  or 

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

cer, c o r r e c t i o n a l  e m p loyee, or  f i r e m a n  d u r i n g  or b e c a u s e  of the e x e r­

cise of o f f i c i a l  duties;

(7) the d e f e n d a n t  w as a m e m b e r  of an  o r g a n i z e d  g r o u p  of

five or  m o r e  p e r s o n s ,  a nd the o f f e n s e  w a s  c o m m i t t e d  to f u r t h e r  the

c r i m i n a l  o b j e c t i v e s  of the group.

Sec. 12. 5 5 . 1 8 1 .  M I T I G A T I N G  F A C T O R S .  T h e  d e a t h  s e n t e n c e  m a y  not 

be i m p o s e d  if m i t i g a t i n g  f a c t o r s  a re f o u n d  to o u t w e i g h  a g g r a v a t i n g  

factors. A l l  m i t i g a t i n g  f a c t o r s  s h all be c o n s i d e r e d  i n c l u d i n g  the 

f o l l o w i n g :

(1) the d e f e n d a n t  c o m m i t t e d  the o f f e n s e  u n d e r  some d e g r e e

of duress, c o e r c i o n ,  threat, or c o m p u l s i o n  i n s u f f i c i e n t  to c o n s t i t u t e

a d e f e n s e ,  but w h i c h  s i g n i f i c a n t l y  a f f e c t e d  the d e f e n d a n t ' s  conduct;

(2) the c o n d u c t  of  a y o u t h f u l  d e f e n d a n t  was s u b s t a n t i a l l y  

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

(3) the d e f e n d a n t  a c t e d  w i t h  s e r i o u s  p r o v o c a t i o n  f r o m  the

v i c tim;

(4) the d e f e n d a n t  a s s i s t e d  a u t h o r i t i e s  to d e t e c t  or a p p r e­

he n d  o t h e r  p e r s o n s  w h o  c o m m i t t e d  the o f f e n s e  w i t h  the de f e n d a n t .

* Sec. 5. A S  2 2 . 0 7 . 0 2 0 ( a ) (1) is a m e n d e d  to read:

(1) c r i m i n a l  p r o s e c u t i o n ,  e x c e p t  p r o s e c u t i o n  f or a c a p i t a l  

f e l o n y  for w h i c h  a d e a t h  s e n t e n c e  is i m p o s e d ;

* Sec. 6. A S  2 2 . 0 7 . 0 2 0 ( b )  is a m e n d e d  to read:

(b) E x c e p t  fo r  a p p e a l s  of a d e a t h  s e n tence, the [THE] c o urt of 

a p p e a l s  h as j u r i s d i c t i o n  to h e a r  a p p e a l s  of s e n t e n c e s  of i m p r i s o n m e n t  

i m p o s e d  by the s u p e r i o r  c o urt on t h e  g r o u n d s  that the s e n t e n c e  is 

e x c e s s i v e  o r  too l e n i e n t  and, in the e x e r c i s e  of this j u r i s d i c t i o n ,
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1 m a y  m o d i f y  the s e n t e n c e  as p r o v i d e d  by l a w  a nd the state c o n s t i t u t i o n .

2 * Sec. 7. AS  33.30 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

3 Sec. 3 3 . 3 0 . 0 9 5 .  A D M I N I S T R A T I O N  OF T H E  D E A T H  P E N a LTY. (a) T he

4 c o m m i s s i o n e r  s h all e s t a b l i s h  a p r o c e d u r e  for the e x e c u t i o n  of a sen-

5 t e n c e  of d e a t h  o r d e r e d  by  the state s u p r e m e  court, at the tim e  an d

6 p l a c e  l e g a l l y  ap p o i n t e d .

7 (b) T h e  p u n i s h m e n t  of d e a t h  s h all be i n f l i c t e d  e i t h e r  by h a n g i n g

8 by  the n e c k  u n t i l  d e a t h  is p r o n o u n c e d  by a l i c e n s e d  p h y s i c i a n  or, at

9 the e l e c t i o n  of the d e f e n d a n t ,  by c o n t i n u o u s ,  i n t r a v e n o u s  a d m i n i s t r a -

10 t i o n  of  a l e thal d o s e  of  s o d i u m  t h i o p e n t a l  u n t i l  d e a t h  is p r o n o u n c e d

11 by  a l i c e n s e d  ph y s i c i a n .

12 (c) A  d e a t h  s e n t e n c e  s h all be c a r r i e d  out w i t h i n  a s t a t e  correc-

13 t i o n a l  facility.

14
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March 5, 1986

The Honorable Bettye M. Fahrenkamp
Chair, Health, Education and Social Services
Alaska State Senate
Room 125, Capitol Building
Pouch V (MS 3100)
Juneau, AK 99811

Dear Senator Fahrenkamp:

Commissioner Endell asked me to prepare and send to you the 
enclosed summary of arguments against instituting a death 
p e n a l t y .

I have also included a rather out-of-date brochure which c o n­
tains information about our Justice Center operation that may be 
of interest to you.

Please feel free to contact me or any of the School of 
Justice faculty if we can provide additional information related 
to the death penalty or other matters related to crime, c r i m i n o l­
ogy, penology or the administration of jjjst/^ce.

n c/e iS i
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DEATH PENALTY 
OPPOS I T I O N  ARGUMENTS

There is extensive literature related to the death penalty. 
Public opinion over a period of time on the issue seems to be 
somewhat volatile having fluctuated back and forth over the past 
fifty years between a m a j or ity opposed to use of the death 
penalty and a m a j o r i t y  in favor of it. A 1981 national poll by 
ABC News - W ash ington P o s t (ABC News, 6-8-81) provides the 
following explanations which are given as a basis for their p o s i­
tions by the opponents nd supporters of the use of capital 
p u n i s h m e n t .

1. Why do you favor the death p e n a l t y ?

° Revenge - eye for eye 

° It deters crime

0 Prison does not rehabilitate - murderer 

may get out and do it again 

0 Criminals get off too much 

0 Other 

° Don't know

2. Why don't you favor the death p e n a l t y ?

0 Taking another life won't solve anything 38%

° Moral-religious reasons 33%

0 Lega". system is not equitable 11%

0 Life in prison with no parole is more effective  10%

0 Death penalty not a det errent to murders 10%

0 People can be rehabilitated 8%

0 Other 25%

0 Don't know 2%

The arguments frequently used to oppose the death penalty 
i n c l u d e :

0 Capital punishment is wasteful of public funds and resources. 
It requires a d is proportiona te expenditure of time and energy

42%

35%

22%

9%

11%

4%
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by courts, prosecutors, defense attorneys, juries, c o u r t­
rooms, correctional personnel and institutions. Special 
detention facilities are required for those facing a death 
penalty charge; unique security and surveillance m e thods 
require additional correctional staff; special facilities, 
equipment and correctional personnel rre needed to perform 
e x e c u t i o n s .

Prisoners sentenced to death are encouraged to and 
facilitated in exhausting every imaginable avenue of relief 
and the state must foot both the appellant actions and the 
governm ent's response. Procedural, substantive, and sentence 
appeals ere made in state courts; habeas corpus pet itions are 
filed in federal courts, m u l t iple appeals are made for U. S. 
Supreme Court review, more post conviction requests for 
review are filed in state and federal courts, and various 
requests are made for sentence commutation. Such actions are 
far more extensive than tor a person sentenced to life and 
those accused of m urder  are accorded e spec ially c o n s c i e n­
tious, time consuming scrutiny by all involved. 
Consequently, based on research elsewhere, the costs per ex - 
cution exceed the costs of maintaining a convicted person in 
an institution for life.

Since those facing execution autom atically receive 
higher priority handling by prosecutors, courts and c o r r e c­
tions, other work by these agencies is postponed. The p r o s e­
cution of other laws will suffer and the civil m a t t e r s  in 
courts are delayed. Hence the death sentence u n d u l y  burdens 
the criminal justice system.

Capital punishment may actually stimulate intentional m urder 
because it provides incentives for (1) deranged publicity 
seekers such as John Hinkley or terrorists who seek wide 
public attention, (2) su icidally-inclined persons who will 
commit murder in an effort to obtain state assistance with 
self-destruction, and (3) happenstance murderers who will be 
tempted to eliminate police officers and witnesses who can 
bring about their arrests and subsequent convictions and e x e­
cutions.

Imprisonment for life is as effective as the death p e nalty in 
deterring capital crimes. The theory that the death penalty 
is more effective is founded on wish, not fact. The 
country's best researchers have failed to find substantive 
evidence of a deterrence advantage for capital punishment. 
The one researcher, an economist, who has claimed to have 
found evidence of a m inor deterrent resulting from capital 
punishment, has been discredited by major flaws in his 
research design and statistical methods. One possible reason 
the death penalty is not an effective deterrent m a y  lie with 
the necessary procedural safeguards and inherent d i s c r e p­
ancies in conviction and sentencing processes. Under the 
American system of justice, death sentences cannot be c o n­
sistently and promptly employed. It is not uncommon for two 
accomplices in a capital offense to receive dif ferent sen­
tences if they are tried separately. In Texas r e c ently a



m u r d e r e r  who actually committed the homicide received a life 
sentence while his accomplice who personally killed no one 
was executed. Consequently, only a small proportion of all 
murder ers is sentenced to death and even fewer executed.

Most homicides are the result of impulsive acts committed by 
people who either cannot or do not care about the c o n s e­
quences to themselves. In fact, research supports a c onclu­
sion that the same c i r c ums tances which precede the commission 
of suicide also surround m a n y  homicides. Those who actually 
plan homicides expect to, and usually do, escape detection. 
It is di fficult to imagine how people in either of these 
groups will be deterred any more by threat of death than by 
threat of life in prison.

Juries are often more reluctant to arrive at a guilty verdict 
in a case involving the death penalty than in a case in which 
the m a x i m u m  penalty is life in prison.

Despite its safeguards the criminal justice system regularly 
makes mistakes. On occasion, such as with Johnny Ross, the 
Louisiana 16-year-old who was awaiting execution in the early 
1980s when a private investigator found his blood type did 
not match that of the murderer, some innocent people who are 
sentenced to death are released before execution; however, 
frequently they are not. One study has purported to document 
75 instances in America since the turn of the century when 
innocent people have been executed.

The death penalty tends to be an instrument of totalitarian, 
despotic g overnm ents rather than democratic societies. The 
trend among the most respected countries in the free world 
has been toward the abolition of capital punishment. Some 
claim that imposition of the death penalty is inconsistent 
with the fundamental values of American democracy, and the 
state should not arrogate unto itself the power to c eremo­
niously, with premeditation, kill a citizen in the names of 
all other citizens.

Capital punishme nt is an unnecessary penalty. It is a b a r­
baric relic of more primitive days when slavery, branding and 
mutilation were commonplace. It receives its greatest sup­
port from the uneducated. Alternative, less cruel penalties 
which eff ect i v e l y  satisfy the legitimate goals and needs of 
the society are available in place of the death penalty.

The worst and most dang erous criminals are rarely the ones 
executed. The death p e n alty is applied d iscri m i n a t e l y  at 
best and randomly at worst. It is imposed almost ex clusively 
on racial minorities, the poor and the uneducated. Those who 
receive it normally have had long histories of being abused 
children, having mental disorders, and having been socially 
rejected and e c o nomically  deprived. The socially connected 
and e c onomical ly well-heeled are almost never awarded a death 
penalty. Despite the frequently discussed instances of



planned mob murders, no m e mbers of organized crime have been 
executed and none are on death row. No one has ever been 
charged or prosecuted for the planned m urd er of Neil MacKay's  
former spouse. If Alaska had the death penalty and if 
Mr. MacKay were responsible for the death of his former 
b r o t h er-in-law  as charged, the probability of his receiving 
the death penalty is very low because he is not likely to be 
convicted. In fact, few of those who have been responsible 
for killings in Alaska would be subject to the death penalty 
because they cannot be identified and charged or because of 
barriers such as the mental state of the offender.

0 The death penalty denies due process in that it forever 
deprives the executed person of the benefits of new evidence 
or a new law that might affect a conviction. It is 
impossible, given the arbitrariness of the criminal justice 
processes and the criminal procedure where death is a 
possible penalty, to repair moral and constit utional defects 
in death penalty laws by shifting between m a n d a t o r y  and 
discretionary  sentences and unfettered and guided judicial 
discretion. Some accused will still be deprived of their 
lives as a result of denial of equal protection of the law 
and unequal provision of due process.

0 Executions by government give citizens the unmistakable 
message that human life is not sacred and that violence is 
legitimate when it is thought justified by pragmatic c o n­
cerns. The beer parties and cheering crowds organized to 
celebrate at the time of executions in Texas, Florida and 
other states where executions have occurred in recent years 
document the consequence of this message. Some people are 
not only accepting the legitimacy of the intentional taking 
of human life, killing, they consider e xecutions  to be o c c a­
sions for enjoyable merrymaking.

° Attention focused on the death penalty detracts from a c o n­
cern with the causes of interpersonal violence and reduces 
the efforts of society to control it. Enactment of a death 
penalty gives the populace and legislators a sense of
security in the belief that the problems of violent crime 
have been e ffective ly addressed. This false security diverts 
attention away from efforts to identify the fundamental 
causes of crime and to prevent violent crime. Society will 
consequently suffer the burdens of violence longer.

° The social value of those who have been convicted of murder 
is lost. For example, the Bird Man of Alcatraz was a c o n­
victed Alaskan. If he had been executed rather than s en­
tenced to life his contributions to o r n i t h o l o g y  would not
have been made.

In addition to the preceding, the existence of the death
penalty does not result in a reduction in fear of crime among 
citizens in jurisdictions where it is a legal punishment. In 
fact, it appears citizen fear of crime is heightened in areas
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r
where executions occur with some regularity. Consequently, one 
can anticipate that once a death penalty is enacted, public 
anxiety about violent crime will increase and there will be 
greater public pressure to widen the range of criminal d e v iancy 
for which the punishment will be the death penalty. Such a p a t­
tern can be found throughout history.
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Alaska State Legislature
Senate

O f f i c i a l  Business S E N A T O R  P A U L  FISCHER
P o u c h  V  

State C a p i t o l  
J u n e a u ,  A la s k a  99811

To: S e n a c o r  Bettye Fahrenkamp, C h a i r m a n  
H e a l t h  and Social Services

From S e n a t o r  Pa^l F i scher

Date M a r c h  14, 1986

Subject: Senat e Bill 119, capital punis h m e n t

I would l i k e  to h a v e  S e nate Bill 119 s c h e d u l e d  for one of the 
following dates:

Tuesday, M a r c h  25, 1986

Thursday, M a r c h  27, 1986

Tuesday, A p r i l  1, 1986

Thursday, A p r i l  3, 1986

I have i n f o r m e d  intere s t e d  m e m b e r s of the p u b l i c  of y o u r  
agreement to h e a r  the legislation. I n e e d  t o  h a v e  a 
commitment  on one of these dates  so I can g e t  the w o r d  out.

Also, I w o u l d  like to suggest a t e l e c o n f e r e n c e d  hearing. If 
this m e e t s  y o u r  approval, p l e a s e  let me k n o w  as e arly as 
possible. I will be s a t i sfie d w i t h  either a s imple h e a r i n g  or 
a t e l e c o n f e r e n c e d  hearing.

Please let m e  k n o w  w h i c h  date y o u  choose.

T hank you.
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I n t r o d u c t i o n .

In June, 1984, the A l a s k a  L o n g e v i t y  Bonus P r o g r a m  (AS 47.45) 

was d e c l a r e d  u n c o n s t i t u t i o n a l  b e c a u s e  it r e q u i r e d  r e c i p i e n t s  to 

h a v e  r e s i d e d  in A l a s k a  b o t h  p r i o r  to s t a t e h o o d  and for 25 

c o n s e c u t i v e  years. The T h i r t e e n t h  Le gislature, 2nd Sess., 

r e p e a l e d  these lengthy r e s i d e n c y  r e q u i rements, thus o p e n i n g  the 

p r o g r a m  to n e w  partic i p a n t s .  Ch. 38, S L A  1984. However, the 

a m e n d e d  law, b y  its own terms, is tc be r e p e a l e d  e f f e ctive  

June 30, 1985. Id-, Sec. 11.

The l e g i s l a t i o n  also e s t a b l i s h e d  the State Special  C o m m i t t e e  

on the A l a s k a  L o n g e v i t y  Bonus P r o g r a m  to M d e t e r m i n e  the 

fe a s i b i l i t y  of r e p l a c i n g  the l o n g e v i t y  bonus program, as a m e n d e d  

by this Act, w i t h  an a n n u i t y  program, a n e e d s - b a s e d  program, or 

o ther l o n g evi ty p r o g r a m . "  Id., Sec. 7. This is the committee 's 

r e p o r t .

R ecommendat ion: A n n u i t y  A p p r o a c h .

The c o m m i t t e e  has d e v e l o p e d  a p r o p o s a l  w h i c h  w o u l d  ph ase cut 

the e x i s t i n g  l o n g e v i t y  bonus p r o g r a m  and r e p lace it w i t h  

i ndivi d u a l  a n n u i t y  a c c ounts  f u n d e d  p r i m a r i l y  by the p e r m a n e n t  

fund dividends of p articipants. 1/ The p r o p o s a l  has bee n

1/ Th ree d i f f e r e n t  a n n u i t y  a p p r o a c h e s  w e r e  initial ly consid ered 
by the committee: (1) SB 465, i n t r o d u c e d  in the 1984 le gislature
b y  several senators; (2) an a m e n d e d  v e r s i o n  of HB 700, also 
i n t r o d u c e d  in that legislature; and (3) a draft b i l l  p r e p a r e d  by 
Senator Bill Ray (D., Juneau). The R.ay bill be came the v e h i c l e  
for the C o m m i t t e e ' s  proposal. A l l  three propo s a l s  i nvolved
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i n t r o d u c e d  in this l e g i s l a t u r e  as SB 56. U n d e r  the c o m m i t t e e  

bill, A l a s k a n s  w h o  c h oose to p a r t i c i p a t e  in the p r o g r a m  w i l l  

r e c e i v e  m o n t h l y  benefits, a f t e r  r e a c h i n g  age 65, of at least the 

$250 w h i c h  is c u r r e n t l y  p r o v i d e d  by the bo nus program, i n f l a t e d  

b y  three p e r c e n t  annually.

The p r o g r a m  is a v a i l a b l e  to those w h o  r e a c h  age 65 after 

1985. U n d e r  the bill, A l a s k a ' s  e x i s t i n g  e l d e r l y  w i l l  r e c e i v e  

their current $250 bonus, i n f l a t e d  b y  three p e rcent annually, 

w i t h o u t  h a v i n g  to forego t he ir p e r m a n e n t  fund dividends.

The c o m m i t t e e  b i l l  p r o v i d e s  that each y e a r  e very A l a s k a n  

(except those w h o  are 65 or o l d e r  b e f o r e  1986) w i l l  r e c eive his 

or her p e r m a n e n t  fund d i v i d e n d  in the f o r m  of a c redit to an
i

an n u i t y  account, u n l e s s  the i n d i v i d u a l  a f f i r m a t i v e l y  elects to 

r e c e i v e  cash. 2/ S e c t i o n  2 of the bill envisio ns that the

f o r e g o i n g  a p e r m a n e n t  fund d i v i d e n d  in r e t u r n  for some type of 
f utur e a n nu ity benefit.

SB 465 w o u l d  h a v e  p a i d  $16.50 p e r  m o n t h  to each e l d erly 
A l a s k a n  for every p e r m a n e n t  f u n d  d i v i d e n d  forego ne -- to a limit 
of $250 per month.

HB 700 w o u l d  have g i v e n  e a c h  A l a s k a n  one a n n u i t y  share for 
e a c h  f o r egone dividend. E a c h  year, one third of the m o n e y  
a v a i l a b l e  for p e r m a n e n t  fund d i v i dends w o u l d  then be d i v i d e d  by 
the n u m b e r  of a n n u i t y  shares h e l d  by those over the age of 65. 
E a c h  e l d e r l y  A l a s k a n  w o u l d  r e c e i v e  a p o r t i o n  of that a n n u i t y  fund 
c o m m e n s u r a t e  w i t h  the n u m b e r  of shares held.

The c o m m ittee was a d v i s e d  by legal counsel that HB 700 and 
SB 465 c r e a t e d  g r e a t e r  c o n s t i t u t i o n a l  risks than did the R.ay 
proposal; the c o m m i t t e e  t h e r e f o r e  f o c u s e d  on the conc ept e m b o d i e d  
in S e n ator Ray's bill.

2/ This aspect  of the c o m m i t t e e  p r o p o s a l  reflects a change fr om
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legisl a t u r e  may, at least in the e a r l y  years, "front - l o a d "  the 

p r o g r a m  b y  a p p r o p r i a t i n g  a d d i t i o n a l  funds into the annuit y 

account, w h i c h  w i l l  be a t t r i b u t e d  to i n d i v i d u a l  accounts on a 

p r e s c r i b e d  formula. U n d e r  that formula, state contri b u t i o n s  are 

g r e a t e s t  for those a p p r o a c h i n g  r e t i r e m e n t  age, and declin e for 

y o u n g e r  Al askans. B e g i n n i n g  at age 65, a p a r t i c i p a n t  receives an 

an nuity b a s e d  on his contri b u t i o n s  and any f r o n t - l o a d i n g  -- plus 

earnings a c c u m u l a t e d  on those amounts. 3j

Ev e n  w i t h  front-loading, it w i l l  be years b efore annuity 

payment s are suf fi c i e n t  to r e place the l o n g e v i t y  bonus. The ALB 

p r o g r a m  is thus r e t a i n e d  at a level which, for those turnin g 65 

after 1985, w i l l  be r e d u c e d  annually. 4/ U n d e r  the bill, a 

"target amount" for the A L B  is e s t a b l i s h e d  (Section 8 ), w h i c h  is 

$250 per m o n t h  (in F Y  1986) i n f l a t e d  by 3% each year. That 

target amount is then r e d u c e d  by the m a x i m u m  p o s sible a n nuit y 

w h i c h  w o u l d  be avail able to a 65-year old w h o  has p a r t i c i p a t e d  in

earlier a n n u i t y  bills, w h i c h  r e q u i r e d  an e l e c t i o n  to forego cash 
payment. Because, in the future, the a n n u i t y  p r o g r a m  w i l l  be the 
on l y  state source of n o n - n e e d - b a s e d  r e t i r e m e n t  assistance, the 
committ ee b e l ieves that each A l a s k a n  s hou ld be r e q u i r e d  to come 
to grips w i t h  the l o n g - t e r m  c o n s e q u e n c e s  of a d e c i s i o n  to take 
the d i v i d e n d  in cash.

3/ Under the com mi t t e e  b i l l  a p a r t i c i p a n t  w h o  dies b e f o r e  age b5 
w i l l  forfeit  his a c c u m u l a t e d  a n n u i t y  credits (see the discus s i o n  
of survi v o r  options at 17, p o s t ) ; the amounts f o r f e i t e d  w i l l  be 
r e a l l o c a t e d  to survivin g p a r t i c i p a n t s  a nd thus w i l l  increase 
their a n n u i t i e s .

4_/ The l o n g evity  bonus i t s e l f  is, of course, avail able to all 
elderly A l a s k a n s  w h e t h e r  or not they have also e s t a b l i s h e d  
annuity  accounts.
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Che p r o g r a m  in e a c h  y e a r  since the p r o g r a m ' s  inception. For 

example, if the i n f l a t e d  A L B  " t a r g e t "  for a p a r t i c u l a r  y e a r  is 

$280, and a p e r s o n  t u r ning 65 w h o  r e c e i v e d  an a n n u i t y  credit in 

e a c h  y e a r  of the p r o g r a m  w o u l d  be e n t i t l e d  to an a n n u i t y  of $ 1 0 0  

per month, the A L B  p a y m e n t  for all r e c i p i e n t s  w o u l d  be $180. 

That $180 w i l l  n o t  v a r y  a c c o r d i n g  to the a c t u a l  p a r t i c i p a t i o n  

h istories of i n d i v i d u a l  A L B  recipient s.

Over the years, i ndividua l a n n u i t y  acc ou n t s  w i l l  b ecom e 

greater, and each year the l o n g e v i t y  bonus p a y a b l e  tc n e w  

recipi e n t s  b e come s c o r r e s p o n d i n g l y  smaller. By the ye ar 2003, 

the committ ee p r o j ects that the m a x i m u m  p o s s i b l e  a n n u i t y  w i l l  be 

s u f f i c i e n t  to b r i n g  an end to the g e n e r a l - f u n d e d  A L B  program, 

except for those r e l a t i v e l y  few w h o  w e r e  65 or older b efo re 1986, 

and are still r e c e i v i n g  A L B  p a y m e n t s  in that year. This is best 

i l l u s t r a t e d  by the f o l l o w i n g  chart:
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M a x i m u m  P o s s i b l e  A n n u i t y  5_{ ALB (for all n e w  recipients)

1986 4.37 $245.63

1990 32.50 248.88

1995 106.27 219.92

2000 255.70 122.45

2005 533.39 - 0 -

Other Options C o n s i d e r e d

The c o m m ittee i n v ite d its " ibers, and others, to suggest 

a l t ernativ es other than an a n n u i t y  program. O n l y  one was 

a d v a n c e d  -- a "means t e s t " p r o g r a m  u n d e r  w h i c h  e l d e r I 31 A l a skans 

earning  less than $25,000 per year w o u l d  r e c eive a p a yment  of 

$250 per month. Those earning m o r e  than $25,000 w o u l d  r e c e i v e  a 

payment of $100 per month. To q u a l i f y  for the $250 bonus, the 

applicant w o u l d  be r e q u i r e d  to submit his or her ta:: r et urn to 

the D e p a r t m e n t  of A d m i n i st ration.

This p r o g r a m  is i n t e n d e d  as a p e r m a n e n t  r e p l a c e m e n t  for the 

ALB. However, the p r o g r a m  envisions that the size of the p a y­

ments, and the $25,000 income limit, r e m a i n  c o n stant over the 

years. In terms of real income, the effect is as follows:

5_/ A n n u i t y  p r o j e c t i o n s  are w i t h o u t  " f r o n t - l o a d i n g . "



M a x i m u m  Income 
E l i g i b i l i t y  for 

Bonus (year)
A m o u n t  of 

Bonus
Size of A l t e r n a t e  

Bonus

2010

2000
1 9 8 6 $25,000 

$10,569 

$ 5,902 6 / $ 59

$250

$104

$23.60

$41.60

$100

It is e s t i m a t e d  that, initially, 80% of A l a s k a ' s  elderly 

w i l l  be e l i g i b l e  for the $250 bonus. B e ca use that m a x i m u m  income 

r e q u i r e m e n t  drops each yea r in terms of real income, so too aoes 

the p e r c e n t a g e  of e l i gible elderly. Thus, less than h a l f  of 

A l a s k a ' s  e l de rly w i l l  be eligible for the b onus in the year 2000,

and only 30% w i l l  be e l i gible in the year 2010.

Th e  c o m m ittee r e j e c t e d  this m eans test p r o p o s a l  f o r  the 

l o l l o w i n g  reasons:

1. A n y  w e l f a r e  p r o g r a m  is c o n t r a r y  to the intent o f  the

A L B  p r o g r a m  and is v i g o r o u s l y  o p p o s e d  by A l a s k a ' s  elderly. The

L o n g e v i t y  Bonus P r o g r a m  n o w  says to A l a s k a ' s  e l d e r l y  that they 

are a p r e cio us h u m a n  resource, and that it is in the state's 

i n t e r e s t  to p r o v i d e  the m w i t h  the w h e r e w i t h a l l  to r e m a i n  in 

A l a s k a  after retirement. The m e a n s  test payment, on the other 

hand, carries w i t h  it quite different, and less favorable 

c o n n o t a t i o n s .

6 i This is b e l o w  A l a s k a ' s  $7032/yea r p o v e r t y  level.
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2. Of those w h o  are p o t e n t i a l l y  eligible for the $250 

means test payment, m a n y  m a y  not a p p l y  b e c a u s e  of its w e l f a r e  

connotations. This is s t r o n g l y  s u g g e s t e d  b y  a v a i l able 

statistics. Currently, n e a r l y  6,700 A L B  r e c i p i e n t s  -- or 40% of 

all recip i e n t s  -- h a v e  incomes b e l o w  the current e l i g i b i l i t y  

limit for existing Old A ge A s s i s t a n c e  a n d  M e d i c a i d  benefits. 

These b e n efits are s u b s t a n t i a l  -- a v e r a g i n g  $2,640 per y e a r  for 

OA A  and an a d d i t i o n a l  $2,500 per y e a r  for Medicaid. Yet, of the 

income-eli gible, o n l y  2,526 -- or r o u g h l y  38% -- h ave in fact 

a p p l i e d  for O A A  and Medicaid. Certainly, some of the r e m a i n i n g  

i n c o m e - e l i g i b l e  have not a p p l i e d  b e c a u s e  they h a v e  m o r e  assets 

than c u rre nt law allows. Noneth e l e s s ,  these stati stics m a n i f e s t  

an a v e r s i o n  to n e e d - b a s e d  a s s i s t a n c e  w h i c h  has d e t e r r e d  m a n y  of 

A l a s k a ' s  a p p a r e n t l y  e l i g i b l e  e l d erly from a p p l y i n g  fcr 

s u bst antial benefits.

3. Thus, w h i l e  20% of A l a s k a ' s  e l d e r l y  w i l l  be ineligible 

for the $250 bonus, an a d d i t i o n a l  p e r c e n t a g e  of e x i sti ng A LB 

recipi ents w i l l  lose their c u r re nt b e n e f i t s  b e c a u s e  of their 

u n w i l l i n g n e s s  to p a r t i c i p a t e  in a w e l f a r e  program. For these 

reasons, this m e a n s  test p r o p o s a l  fails a t h r e s h o l d  test w h i c h  

should be a c o r n e r s t o n e  of any l o n g e v i t y  bonus legislation. Any 

A L B  alternative, the commi ttee believes, s hou ld p r o v i d e  those who 

have r e c e i v e d  the A L B  over the years w i t h  the same be nef i t s  as 

u n d e r  curren t law.

4. The p r o p o s a l  hurts bot h e x i s t i n g  and n e w  A L B  recipien ts 

in anot her way. B e c a u s e  the real v a l u e  of b o t h  the b enef i t s  and
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the income c e i l i n g  w i l l  dec re a s e  over the ^ n.ars, fewer elderl y 

w i l l  find t hemselves  eligible, and those w h o  are e l i gi ble w i l l  

r e c e i v e  s m a ller benefits. By the year 2000, for example, less
r

than h a l f  of A l a s k a ' s  e l d e r l y  w i l l  be e l i g i b l e  for a b e n e f i t  w i t h  

a real v a l u e  of $104 per month, w h i l e  the m a j o r i t y  w i l l  r e ceive  a 

c o k e n  p a y m e n t  w i t h  a real v a l u e  of $41.60.

5. The p r o p o s a l  is s u b s t a n t i a l l y  m o r e  e x p e n s i v e  than the 

c o m m i t t e e  bill. E v e n  though: (1) the c o m m i t t e e  b i l l  protects 

e x i s t i n g  elderly, w h i l e  this means test p r o p o s a l  does not; and 

(2) the c o m m i t t e e  b i l l  inflates the A L B  annually, w h i l e  the means 

test p r o p o s a l  does not, e n a c t m e n t  of this m e a n s  test p r o p o s a l  

w o u l d  cost n e a r l y  $ 2  b i l l i o n  m o r e  than the c o m m itt ee b i l l  ever 

the n e x t  50 years. Moreover, that cost w o u l d  be b o r n  w h e n  the 

state c o u l d  least a f f o r d  it -- after the t u r n  of the century, 

w h e n  oil revenues are p r o j e c t e d  to r a p i d l y  decline. It is 

important to the commi t t e e  to develop an A L B  a ltern a t i v e  w h i c h  

phases out g e n eral fu nd obliga t i o n s  after the year 2000. As part 

12 of this r e p o r t  discusses, w h i l e  p o s t - 1 9 9 9  costs u n d e r  the 

c o m m ittee b i l l  are p r o j e c t e d  to be $285 m illion, 21st c e n tury 

costs u n d e r  the m e a n s  test p r o p o s a l  w o u l d  be r o u g h l y  $2.28 

billion.

6 . The c o m m itt ee has several concerns r e g a r d i n g  the $100 

p a y m e n t  for w h i c h  all e l d e r l y  w o u l d  be eligible. First, the 

c o m m i t t e e  does not k n o w  w h a t  that p a y m e n t  is intended  to 

accomplish. It is d o u b tful that $100 per m o n t h  is a sufficient 

sum to a l l o w  any e l derly to r e m a i n  in the state w h o  w o u l d
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o t h e r w i s e  be f i n a n c i a l l y  r e q u i r e d  to leave. The p a y m e n t  m a y  thus 

at once be too small to a c c o m p l i s h  a n y  social goal, and yet large 

e n o u g h  to consti t u t e  a subst a n t i a l  d r a i n  on the state treasury.

A d d i t i o n a l l y ,  m a n y  e l d e r l y  m a y  v i e w  the $100 p a y m e n t  as 

tokenism. If that is not the case now, it w i l l  c e r t a i n l y  b e c o m e  

so in the fixture w h e n  the real v a l u e  of that p a yment shrinks to 

$41 (2000) and $23 (2010).

Finally, since the $100 and $250 p a y m e n t s  are f u n d a m e n t a l l y  

d i f f e r e n t  in purpose, the committee b e l i e v e s  that they s h oul d be 

a d m i n i s t e r e d  u n d e r  separate programs. T h e  $100 p a y m e n t  is 

a p p a r e n t l y  i n t e n d e d  as a r e s i d u a l  ALB. O n  the ot her hand, the 

$250 p a y m e n t  is a f o r m  of welfare. This payment, the c o m m ittee 

believes, s h o u l d  be a d m i n i s t e r e d  by the D e p a r t m e n t  of H e a l t h  ana 

Social Servic es u n d e r  the state's w e l f a r e  laws. Otherwise, the 

state will, in essence, be creating  two w e l f a r e  b u r e a u c r a c i e s  -- 

one for O l d  Age A s sist ance, and one for the m i s - n a m e d  " l o n g e v i t y  

b o n u s ."

7. F e w e r  p e o p l e  w i l l  m e e t  the S25,000 e l i g i b i l i t y  

r e q u i r e m e n t  as the years go by. Thus, by the year 2010, only 30% 

of A l a s k a ' s  e l d e r l y  w i l l  be eligible for this means test payment. 

Why, it m i g h t  f airly  be asked, are 80% of today's e l d e r l y  in 

" criti c a l "  n e e d  of the h i g h e r  payment, w h i l e  only 30% w i l l  

r e q u i r e  the p a y m e n t  in years henc e? For one w h o  is c u r r ently 

d e n i e d  the larger payment, or w h o  m a y  be d e n i e d  it in the future 

s olely b e c a u s e  of inflation, this p r e c i s e  q u e s t i o n  w i l l  

i n v a r i a b l y  be asked, and m a y  be a s k e d  in the courts.
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8 . Finally, in r e q u i r i n g  one year's r e s i d e n c y  in o rder to

r e cei ve the $250 m e a n s  test payment, the p r o p o s a l  raises a

s u b s t a n t i a l  c o n s t i t u t i o n a l  issue. The c u r r e n t  ALB's o n e - y e a r

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

bonus is not d e p e n d e n t  u p o n  "need. " U n d e r  b o t h  the f e deral and

A l a s k a  constitution s, if a p r o g r a m  prov ides "the basic

n e c e s s i t i e s  of life," a 3 0-day r e s i d e n c y  r e q u i r e m e n t  is the

m a x i m u m  c o n s t i t u t i o n a l l y  p e rmi ssible. M e m o r i a l  H o s p i t a l  v.

M a r i c o p a  C o u n t y , 415 U.S. 250, 2.59 (1974); S h ap iro v. T h o m p s o n ,

394 U.S. 618 (1969). Generally, b e n e f i t s  w h i c h  are a c c o r d e d  on

the basis of the r e c i p i e n t ' s  income tend to be v i e w e d  by the

courts as i n v o l v i n g  "basic n e c e s s i t i e s . "  For example, in J e f f r e y

v. C o l orado State D e p a r t m e n t  of Soci al S e r v i c e s , 599 P . 2d 374

(Col. 1979) , the C o l o r a d o  S u preme Court struck down the lengths

d u r a u i o n a l  r e s i d e n c y  r e q u i r e m e n t  of that state's old age p e n s i o n

program, and h e l d  that the p r o g r a m  p r o v i d e d  basic n e c e s s i t i e s  cf

life. The state argued, u n s u c c e s s f u l l y ,  that its p r o g r a m  was

m o r e  a k i n  to an income supplement, r a t h e r  ^han  a f o r m  of welfare.

The court, however, r u l e d  that b e c a u s e  the size of the p e n s i o n

was a f u n c t i o n  of the a p p l i c a n t ' s  o t h e r  income, a 3 0-day

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

[The state attempt[s] to a v o i d  the strict 
s c r u tiny - c o m p e l l i n g  state inte rest tesc m a n d a t e d  
b y  S h a p i r o  by c h a r a c t e r i z i n g  the old age p e n s i o n  
p r o g r a m  as an 'annuity.' However, u n l i k e  true 
a n n u i t y  or p e n s i o n  p r o g r a m s  w h i c h  are u n a f f e c t e d  
by s. r e c i p i e n t ' s  other i n c o m e ] the old age p e nsion  
b e n e f i t  is d i r e c t l y  and p r o p o r t i o n a t e l y  r e d u c e d  by 
the am ount of ot her i n c o m e . T h u s , the 
c h a r a c t e r i z a t i o n  of the o ld age p e n s i o n  p r o g r a m  as 
an " a n n uity" puts f o r m  over substance and
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disregards the n ature of the program, w h i c h  is to 
fulfill b a s i c  needs and n o t  to supple m e n t  separate 
income.

599 P . 2d at 879. Emp hasis added.

The m e a n s  test p r o p o s a l  has b e e n  d e f e n d e d  b e c a u s e  of its 

h i g h  income l i m i t s . This does m a k e  the p r o g r a m  differe nt from 

that i n v o l v e d  in J e f f r e y , and the committee agrees that this 

d e fen se could be m a d e  in g o o d  faith. To the committee, however, 

that is not enough. Early in the c ommit tee's deliberations, the 

c o m m i t t e e  a g r e e d  to develop a p r o p o s a l  w h i c h  w o u l d  avoid serious 

n e w  c o n s t i t u t i o n a l  issues and the threat of c o n t i n u e d  litigation. 

W h i l e  any l e g i s l a t i o n  w h i c h  treats some p e ople  d i f f e r e n t l y  than 

others m a y  result in litigation, the means test p r o p o s a l  raises a 

serious and s ubsta n t i a l  r e s i d e n c y  d i s c r i m i n a t i o n  issue, and 

theref ore does not m e e t  the committ ee's goal. 7/

F or these reasons, the committee does not b e lieve that the 

means rest p r o posal is a v i able a l t e r n a t i v e  to the ex isting ALB 

program.

T h e  c o m m itte e w as also a ware of the "stair - s t e p p i n g  

a pproa c h , "  u n d e r  w h i c h  the ALB p r o g r a m  is slowly p h ased our 

t h r o u g h  an annual increase in the e l i g i b i l i t y  age. Under 

l e g i s l a t i o n  w h i c h  p a s s e d  the House of Re pres e n t a t i v e s  during the

7/ A d d i t i o n a l l y ,  it should be n o t e d  that the issue w i l l  become 
m o r e  serious in future years. This is b e c a u s e  w h i l e  the income 
level is h i g h  at the outset, it shrinks dramatically, and in real 
value falls b e l o w  the state's ex ist i n g  p o v e r t y  level in the vear 
2008.
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previ o u s  legislature, the e l i g i b i l i t y  age w o u l d  b e g i n  to rise 

above 65 in 1991. A l t h o u g h  no " s t a i r s t e p p i n g "  p r o p o s a l  w a s  ever

a d v a n c e d  by anyone for formal c o m m i t t e e  r e v i e w  or action, the

c o m m i t t e e  is aware of some c o n t i n u e d  i n t ere st in d e v e l o p i n g  this 

concept o u tside of this c o mm ittee's deliberati ons. The p r o posal 

thus w a r r a n t s  some comment.

First, the t e r n  "stair s t e p p i n g "  is a misnomer, since it 

connotes a g r a d u a l  p h a s i n g  out of the A L B  program. In truth, the 

s t a i r s t e p p i n g  a p p r o a c h  causes the mo st a b r u p t  p r o g r a m  t e rmination 

of any o p t i o n  considered, and also results in the m o s t  severe 

d i s c r i m i n a t i o n  b e t w e e n  groups of Alaskans. U n d e r  the 

s t a i r s t e p p i n g  approach, if a p e r s o n  w a s  b o r n  on or b efore June 

3 C , 1925, the state w o u l d  pay h i m  or h e r  $250 per m o n t h  for life. 

For persons b o r n  on J u l y  1, 1925 and thereafter, the stace w o u l c  

pay nothing. And, it is i rrelevan t w h e t h e r  that p e r s o n  is now an 

Alaskan. A  current n o n - r e s i d e n t  w h o  is n o w  62 w o u l d  receive 

$ 2 5 0 / m o n t h  w h e n  he or she m o v e d  to Alaska, w h i l e  a current 

5 9 -year old A l a s k a n  w o u l d  receive nothing. T h e r e  is thus n o thing

gradual, or " s t a i r s t e p p e d , " about this process.

The s t a i r s t e p p i n g  a p p r o a c h  w o u l d  be m o r e  e x p e n s i v e  than the 

c o m m ittee  bill, 8 / and m u c h  of this a d d e d  e x p e n s e  w o u l d  be born 

after the turn of the c e ntury  w h e n  the state can least afford it. 

See S e c t i o n  12. Yet, des pite its h i g h  cost, s t a i r s t e p p i n g  w o u l d

8/ Assuming, of course, that the two had simila r provisions  
de a l i n g  w i t h  the e r o s i o n  of the real v a l u e  of the bonus.
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be n e f i t  fewer Alaskans. For example, some have a s s u m e d  that 

p a r t i c i p a t i o n  in the a n n u i t y  p r o g r a m  is n e c e s s a r y  in order for 

future e l d e r l y  to b e n e f i t  from  the c o m m i t t e e  bill. This is not 

true. U n d e r  stairstepping, a p e r s o n  t u r nin g 65 in 1991 w o u l d  

r e c e i v e  n o  A L B  w hatsoever , w h i l e  that same p e r s o n  w o u l d  receive a 

1991 A L B  of $222.61 u n d e r  the c o m m ittee bill, e v e n  if that p erson 

h a d  n e v e r  p a r t i c i p a t e d  in the annuity program. Thus, for similar 

total costs, and s u b s t a n t i a l l y  lower 2 1 st c e ntury costs, the 

c o m m ittee bi ll extends the benefits or the A L B  p r o g r a m  to many 

m o r e  A l a s k a n s .

M o s t  fund amentally, the committ ee b e l i e v e s  that there is a 

n e e d  for future state p a r t i c i p a t i o n  in the b u i l d i n g  of retirem ent 

s e c urity that is not r e c o g n i z e d  in the s t a i r s t e p p i n g  appro a c h  

standing alone. A p a r t  f r o m  the ALB, the p r i n c i p a l  form cf 

n o n - n e e d  b a s e d  a s s i s t a n c e  is, of course, S ocial Security. Yet 

A l a s k a ' s  e l d e r l y  r e ceiv e the same S ocial S e c u r i t y  pa yments as 

those w h o  r e s i d e  w h e r e  the cost of living is m u c h  lower. 

Moreover, A l a s k a  has a u n i q u e l y  h i g h  p e r c e n t a g e  of e l d e r l y  who 

are inelig i b l e  for S oc ial S e c urity b e c a u s e  of a lack of 

w a g e - e a r n i n g  history. Thus, in one area of the state -- 

N o r t h w e s t  A l a s k a  -- 6 6 % of the region's  e l d e r l y  r e p o r t e d  the ALB 

as their p r i n c i p a l  source of income.

As oil reven u e s  decline, and e c o nomic  a c t i v i t y  in the state 

becomes m o r e  uncertain, it is e n t i r e l y  p o s s i b l e  that the state's 

future e l d e r l y  w i l l  find themselves in a m o r e  p r e c a r i o u s  p o s i t i o n
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than today. And, at that point, the state -- for these same 

e c o n omic r e a s o n s  -- m a y  be u n a b l e  to help.

O n e  o b vious impact of a b o l i s h i n g  the A L B  p r o g r a m  through 

" s t a i r - s t e p p i n g "  is an incre a s e d  Old A g e  A s s i s t a n c e  case load. 

Certainly, w h e n  those n e a r  the p o v e r t y  line are d e n i e d  $250 per 

month, they w i l l  simply turn to the w e l f a r e  system, and the state 

w i l l  r e a l i z e  no net saving. Moreo v e r ,  and as d i s c u s s e d  

previously, m a n y  A L B  recip i e n t s  w h o  are a p p a r e n t l y  e l i g i b l e  for 

O A A  a n d  M e d i c a i d  h a v e  in fact n o t  a p p l i e d  for these benefits. 

Over the years, the A L B  p r o g r a m  has b e e n  d e f e n d e d  on the g r o u n d  

that it has e n a b l e d  m a n y  A l a s k a n  e l d e r l y  to r e m a i n  off the 

w e l f a r e  roles. S t a t i s t i c s  b e a r  this out, i n d i c a t i n g  that m a n y  of 

those A L B  r e c i p i e n t s  w h o  are eligible for O A A  and M e d i c a i d  have 

b e e n  able to r e m a i n  off these p rogram; b e c a u s e  of the bonus.

F o r  these reasons, s t a i r - s t e p p i n g  b y  icseli is also net 

b eing r e c o m m e n d e d  to the legislature.

O n  the o t h e r  hand, the p r i n c i p a l  a d v a n t a g e  of 

" s t a i r - s t e p p i n g "  is the p r o t e c t i o n  w h i c h  it affords those wTh o  are 

c u r r e n t l y  o n  the A L B  program, and w h o  h a v e  come to r ely on both 

the L o n g e v i t y  Bonus and the p e r m a n e n t  f u n d  d i v i d e n d  to sustain 

themselves; T h e  c o m m i t t e e  c o n c l u d e d  that forci ng Alaska's 

e x i sting e l d e r l y  to forego their P e r m a n e n t  F u n d  D i v i d e n d  in order 

to assure c o n t i n u e d  r e c e i p t  o f  the "tar get" L o n g e v i t y  Bonus might 

w o r k  a h a r d s h i p  on these older Alaska ns. As a result, the 

c o m m ittee d e c i d e d  to include in the b i l l  a so-call ed 

" g r a n d f a t h e r i n g "  p r o v i s i o n  w h i c h  allows those r e a c h i n g  age 65
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before 1986 to take their P e r m a n e n t  F u n d  D i v i d e n d  in c a s h  and 

still r e c e i v e  a full L o n g e v i t y  Bonus for the r e m a i n d e r  o f  their 

lives. The c o m m i t t e e  legislation, then, is i n t e n d e d  to b l e n d  the 

m o s t  s a l u t o r y  aspects of b o t h  an a n n u i t y  a p p r o a c h  and 

" s t a i r - s t e p p i n g . "

The v i r t u e  of a n  a n n u i t y  a p p r o a c h  is that it enables the 

state and e a c h  i n d i v i d u a l  A l a s k a n  to set aside funds n o w  for 

those p e r h aps m o r e  d i f f icul t years ahead. It is a p r o g r a m  

designed to s u b s t i t u t e  p r i v a t e  thrift for p u b l i c  largesse. The 

committee also b e l i e v e s  that the p e r m a n e n t  fund d i v i d e n d  is an 

a ppropriate  source of funds for the a n n u i t y  program. The p u rpose 

of the a n n u i t y  p r o g r a m  is m u c h  like the p u r p o s e  of the p e r m a n e n t  

fund itself. More over, one p u r p o s e  of the d i v i d e n d  p r o g r a m  -- to 

give each A l a s k a n  a stake in the m a n a g e m e n t  of the p e r m a n e n t  

fund -- w i l l  be e n h a n c e d  if Alaskans' r e t i r e m e n t  s e c u r i t y  is at 

least in part d e p e n d e n t  on w i s e  stewardship of that func.

M ajor F e a t u r e s .

1. F r o n t - l o a d i n g . The committ ee envisions that the 

legislature m a y  add a d d i t i o n a l  sums to i n d i v i d u a l  a n n u i t y  

accounts. U n d e r  " f r o n t - l o a d i n g , " a person- w i l l  r e c eive an 

annuity account credit g r e a t e r  -- and p e rhaps s u b s t a n t i a l l y  

greater -- than the a mount of cash he or she c ould h a v e  received. 

It is the c o m m i t t e e ' s  h o p e  that the l e g i s l a t u r e  w i l l  c o n sider 

f r o n t - l o a d i n g  for each of the p r o g ram' s first three years.
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The c o m m i t t e e  i n i t i a l l y  a n a l y z e d  the a n n u i t y  c o nce pt w i t h o u t  

f r o n t - l o a d i n g . E v e n  w i t h o u t  front-lo ading, a n n u i t y  p a y men ts 

e v e n t u a l l y  r e p l a c e  l o n g e v i t y  bonus p a y m e n t s  f r o m  the gener al 

fund. N o n e t h e l e s s ,  the c o m m i t t e e  f e a r e d  that b e c a u s e  a n nuity 

payment s w e r e  low in the e a r l y  years, those A l a s k a n s  w h o  are n o w  

near r e t i r e m e n t  age w o u l d  net p a r t i c i p a t e  in the program. 

Moreover, g e n e r a l  fund c o n t r i b u t i o n s  did not b e g i n  to see 

signif i c a n t  r e d u c t i o n s  for about 10 years.

F r o n t - l o a d i n g  p r o v i d e s  a s u b s t a n t i a l  i ncentive to 

i ndiv iduals to forego i m m e d i a t e  cash in favor of retir e m e n t  

security. W h i l e  it costs m o r e  in the initial years, that cost is 

incurred in y ears in w h i c h  oil re venues are e x p e c t e d  to r e m a i n  

high. M o r e o ver, g e n e r a l  f u n d  c o n t r i b u t i o n s  to the A L B  p r o g r a m

taper off rapidly. In ot her words, b e c a u s e  f r o n t - l o a d i n g  causes 

the m a x i m u m  p o s s i b l e  a n n u i t y  p a y m e n t  to increase, residual 

longevity bonus pay ments d e c r e a s e  m o r e  rapidly. Thus, dollars 

invested in e a r l y  years throug h f r o n t - l o a d i n g  r esult m  a 

decreas e in g e n e r a l  fund ob lig a t i o n s  in later years.

U n d e r  the c o m m i t t e e  bill, substa n t i a l  f r o n t - l o a d i n g  n o w  

w o u l d  a c t u a l l y  r esult in a n e t  savings over  the life of the ALB

p r o g r a m  -- at least in n o m i n a l  dollars. Thus, if $79 m i l l i o n

w e r e  a p p r o p r i a t e d  for f r o n t - l o a d i n g  over the next three years, 

that i n v e s t m e n t  w o u l d  r e s u l t  in a r e t u r n  of $82. m i l l i o n  in

r e d u c e d  A L B  p a y m e n t s  over the n e x t  25 years. In constant  1986 

dollars, the u l t i m a t e  cost of i n v e sting $79 m i l l i o n  n o w  is $30 

million.
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Ad d i t i o n a l l y ,  f r o n t - l o a d i n g  serves o t her imp ortant purposes 

w h i c h  the c o m m i t t e e  b e l i e v e s  w a r r a n t  the cost in constant

d o l l a r s :

(1) T h e  c o m m i t t e e  b i l l  w i l l  w o r k  o n l y  if A l a s k a n s  

participate. If th ey do not, A l a s k a ' s  future e l derly m a y  still 

p l a c e  demands on the genera l fund; and

(2) A  p r e m i u m  m a y  fairly be p l a c e d  on the current

a v a i l a b i l i t y  of funds. If $1.00 of g e n e r a l  funds f r o n t - l o a d e d  

n o w  returns 75c (in constant dollars) years hence, the fact that 

the general fund has that $ 1 . 0 0  now, but m a y  not have the 75c 

later, is of some relevance.

W h e t h e r  f r o n t - l o a d i n g  extends b e y o n d  the t h r e e - y e a r  p e r i o d  

e n v i s i o n e d  by the commi t t e e  depends on the a v a i l a b i l i t y  of funds, 

detual p a r t i c i p a t i o n  rates, and the p r o j e c t e d  rate ox r e t u r n  cn 

s ubsequent f r o n t - l o a d i n g  investments. If f r o n t - l o a d i n g  has 

s u c c e e d e d  in c r e a t i n g  s u b s t a n t i a l  partici pation, contin u a t i o n  

w o u l d  seem unn ecessary, since those A l a s k a n s  a l ready  in the 

an n u i t y  p r o g r a m  w o u l d  be u n l i k e l y  to drop out. O n  the other 

hand, if p a r t i c i p a t i o n  is low, the l egislat ure m a y  w i s h  no 

co n si der inducements other than front-loading.

The c o m m ittee settled on a f r o n t - l o a d i n g  concept w e i g h t e d  in

favor of older Alaskans. S e veral other  options w e r e  also 

considered. The first was a p e r - c a p i t a  c o n t r i b u t i o n  m a d e  to each 

A l a s k a n  who chose a n  a n n u i t y  credit. U n d e r  this option, the 

annuity accounts of those ne ar r e t i r e m e n t  age did not increase

en o u g h  to s u b s t a n t i a l l y  increa se the " m a x i m u m  p o s s i b l e  a n n u ity."



Thus, it did n o t  s i g n i f i c a n t l y  r e d u c e  l o n g - t e r m  g e n e r a l  fund 

obligations. Nor d i d  it satisfy  the goal of p r o v i d i n g  the

g r e a t e s t  ince ntives to those w h o  m a y  n e e d  t h e m  most.

To b e t t e r  a c c o m p l i s h  this goal, the c o m m ittee next

c o n s i d e r e d  a s t r aight $ 1 0  i n c r e m e n t a l  i n c r e a s e  in f r o n t - l o a d i n g  

b a s e d  on age: that is, p a r t i c i p a n t s  w o u l d  r e c e i v e  $ 1 0  for each

year that they w e r e  older than age 17 -- up to age 65. 9J  This

o p t i o n  p r o d u c e d  a b e t t e r  r e s u l t  in terms of r e d u c e d  g e nera l fund 

obligations, b ut it still did n o t  i n c rea se a n n u i t y  payme n t s  iast 

e n o u g h  to be a s i g n i f i c a n t  i n c e nti ve -- to older Alas k a n s  in 

p a r t i c u l a r  -- to p a r t i c i p a t e  in the program.

Finally, p r o j e c t i o n s  w e r e  run on the o p t i o n  e m b o d i e d  in the 

bill: p e r s o n s  18-34 years old w o u l d  r e c e i v e  a b a s e  amount of

fr o n t - l o a d i n g  in a d d i t i o n  to the d i v i d e n d  -- for example, $50.

T h o s e  over 34 w o u l d  r e c eive a p e r c e n t a g e  incr ease (for example,

10%) tor each ye ar of age over 34, up to age 65. Under  this

option, f r o n t - l o a d i n g  increases on a curve r a t h e r  than a straight 

line -- i n c r e a s i n g  d r a m a t i c a l l y  as an i n d i v i d u a l  approaches age 

65. Thus, a $50 base w i t h  10% p er yea r increases results in a 34

year old r e c e i v i n g  $50, a 50 y e a r  old $211, and a 64 year old

a p p r o x i m a t e l y  $800.

The i n c e nt ive to j o i n  the program, then, increases 

d r a m a t i c a l l y  as r e t i r e m e n t  age approaches. It is this aspect

9/ Thus, an 18 y e a r  o l d  w o u l d  r e c e i v e  $10, a 38 y e a r  ol d $210, 
and a 65 year old $480.
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w h i c h  is m o s t  a p p e a l i n g  to the committee, for the fol lowing 

r e a s o n s :

First, o l d e r  A l a s k a n s  are m o s t  in n e e d  of i ncentives to 

p a rticipat e. Because  initial a n n u i t y  p a y m e n t s  are small, m a n y

m a y  be t e m p t e d  to take a cash p a y m e n t  w h i c h  is larger than the

a n nua l a n n u i t y  w h i c h  it w i l l  yield. Then, y ears later, that

p e r s o n  w i l l  suffer m a t e r i a l l y  r e d u c e d  b e n e f i t s  b e c a u s e  of that

s h o r t - s i g h t e d  decision. On the o t h e r  hand, y o u n g e r  Alask a n s  n e e d  

not p a r t i c i p a t e  in the p r o g r a m  e v e r y  y e a r  in o rder  to b u i l d  a 

sizeable annuity. Based upon p r o j e c t i o n s  a v a i lable to the 

committee, a 47 year old (in 1986) w o u l d  be r e q u i r e d  to 

p a r t i c i p a t e  every year in o rder to achieve the target annuit y 

w h e n  he r e a ches 65 in the ye ar 2004 -- the year the A L B  p r o g r a m  

d i s a p p e a r s . R e c o g n i z i n g  that f i n a n c i a l  c i r c u m s t a n c e s  m a y  r e q uire 

a cash e l e c t i o n  in some years, and that some individuals m a y  be 

inelig i b l e  for a d i v i d e n d  in some years, the committee conclud ed 

that a d d i t i o n a l  incentives are a p p r o p r i a t e  b e g i n n i n g  at age 35 in 

order to help ensure that the m a x i m u m  p o s s i b l e  n u m b e r  of A l a s k a n s  

w i l l  a c h ieve the target annuity.

Second, w h i l e  older A l a s k a n s  w i l l  r e c ei ve m o r e  at the 

outset, the f r o n t - l o a d i n g  g i v e n  y o u n g e r  A l a s k a n s  w i l l  be i n v ested 

for a longer p e r i o d  of time. To the extent that the percen t a g e  

d i f f e r e n t i a l  is c o m m e n s u r a t e  w i t h  a c c o u n t  e a r n i n g s , the eventual 

r e t u r n  to b o t h  old a nd young w i l l  be quite similar.
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Finally, this o p t i o n  a c t u a l l y  costs less in f r o n t - l o a d i n g  

dollars than the straight line a p p r o a c h  -- even though the 

n o w - e l d e r l y  receive  larger a m o u n t s .

T w o  a d d i t i o n a l  points r e g a r d i n g  f r o n t - l o a d i n g  w a r r a n t  note. 

First, and as d i s c u s s e d  earlier, u n d e r  the c o m m i ttee bill those 

w h o  r e a c h  age 65 b e f o r e  1986 do not p a r t i c i p a t e  in the a n nuity 

p r o g r a m  b e c a u s e  they are g u a r a n t e e d  a full l o n g e v i t y  bonus for

life. As a result, in 1985, there w i l l  be no fro nt- l o a d i n g  for

a ny indivi d u a l  over the age of 64. In future years, the 

i n c r e m e n t a l  increase in f r o n t - l o a d i n g  w i l l  end at age 65, and

those over age 65 w i l l  r e c e i v e  the same a mount of f r o n t - l o a d i n g  

as a 65-year-old.

Second, the c o m m i t t e e  bill e n v i sions that the source of 

f r o n t - l o a d i n g  funds m a y  be the earnings of the u n d i s t r i b u t e d  

income account of the A l a s k a  p e r m a n e n t  fund. In past years, 

p e r m a n e n t  fund e arnings have e x c e e d e d  the amount n e c e s s a r y  to pay 

dividends and i n f l a t i o n - p r o o f  the f u n d  itself. The r e s u l t i n g  

surplus comprises the u n d i s t r i b u t e d  income account, w h i c h  has a 

c u rre nt b a l ance of $557 million. T h a t  a c c ount itself yields 

annual earnings w h i c h  are g r eater than that n e c e s s a r y  to p r ovide  

f r o n t - l o a d i n g , and w h i c h  are a v a i l a b l e  for appropriation.

The committee c o n c l u d e d  that these earnings are an

a p p r o p r i a t e  source of funds for f r o n t - l o a d i n g  for one obvious 

reason: as w i t h  the basic struct ure of the a n nuit y p r o g r a m

itself, this aspect of the bill w i l l  devote current p e r m anent 

fund earnings in a m a n n e r  w h i c h  w i l l  s u b s t a n t i a l l y  d ecrease
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g e n e r a l  fu nd o b l i g a t i o n s  in later a n d  p e r h a p s  leaner y e a r s . Once 

again, however, o n l y  earnings are involved. It m u s t  be stres s e d  

that n o t h i n g  in the c o m m i t t e e  b i l l  in any w a y  impairs the 

i n t e g r i t y  of the p e r m a n e n t  fu nd itself.

2. T he 3% E s c a l a t o r .

Since the b e g i n n i n g  of the A L B  p r o g r a m  in 1972, the original 

$100 p a y m e n t  has been p e r i o d i c a l l y  i n c r e a s e d  to its current $250 

limit. W h i l e  that increase seems large, it has, in fact, r o ug hly 

kept p a c e  w i t h  inflation. If the A L B  is retained, the commi ttee 

b e l ieves that it is u n r e a s o n a b l e  to assume that no increase in 

the A L B  w i l l  ever be made. The p e r s i s t e n t  e r o s i o n  in the real 

v a l u e  of the A L B  w o u l d  at some p o i n t  b e c o m e  so severe that r elief  

w o u l d  be necessar y. For example, a s s u m i n g  a 6 /» i n f l ation rate, a 

$250 A L B  n o w  w i l l  be w o r t h  o n l y  $104 in 15 years.

T h e r e  are two wa ys of d e aling  w i t h  the g r adual e r o sion of 

the v a l u e  of the ALB. The first is to leave the p r o b l e m  to 

f u tur e legislatures. The s econd is the a p p r o a c h  taken in the 

c o m m ittee bill, w h i c h  p r o v i d e s  a m o d e s t  3% annual adjustment 

intend ed n o t  to p r e c i s e l y  k e e p  pace w i t h  inflation, but rather to 

p r o v i d e  c e r t a i n t y  in the a mount of the payment.

3. A d m i n i s t r a t i v e  Costs of the P r o g r a m . The c ommittee 

b i l l  p r o vides that the legisl a t u r e  m a y  a p p r o p r i a t e  funds from the 

a n nuity a c c o u n t  to p a y  the a d m i n i s t r a t i v e  costs of the a n n u i t y
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program. I_0/ Thus, the costs cf the p r o g r a m  w i l l  be b o r n e  b y  the 

a n n u i t y  p a r t i c i p a n t s ,  w h e t h e r  the funds are p r i v a t e l y  p l a c e d  or 

not.

Th e  b i l l  states that a d m i n i s t r a t i v e  costs w i l l  be " e q u i t a b l y  

alloca t e d "  a m o n g  a n n u i t y  accounts; it is the c o m m i t t e e’s intent 

that a n  e q u i t a b l e  a l l o c a t i o n  w i l l  take into a c c o u n t  such factors 

as n u mbers of p a r t i c i p a n t s ,  age, and r e l a t i v e  a c c o u n t  balances.

4. C h o i c e  of B e n e f i t s . M o s t  a n n u i t y  p r o g r a m s  offer 

p a r t i c i p a n t s  a c hoice  of options, such as j o i n t  and survivor 

benefits. The p r i m a r y  r e a s o n  for s u r vivor b e n e f i t s  in employmen t 

a n n u i t y  p r o g r a m s  is that among m a r r i e d  c o uples there is often 

only one w a g e  earner. S u r v i v o r  b e n e f i t s  are thus a v a i l a b l e  to 

insure that the d e p e n d e n t  spouse is n o t  left w i t h o u t  income. 

Since the a n n u i t y  p r o g r a m  is a v a i l a b l e  to b o t h  spouses, just as 

is the p r e s e n t  l o n g e v i t y  bonus program, the c o m m i t t e e  o p t e d  for 

s i m p l i c i t y  and did not include a choice of benefits. 1 1 /

5. S e t t i n g  the A m o u n t  of the L o n g e v i t y  Bonus P a y m e n t . 

S e c t i o n  8 of the b i l l  p r o v i d e s  that the l o n g e v i t y  bonus payment 

-- for those w h o  h a v e  not r e a c h e d  65 b e f o r e  1986 -- is d e t e r m i n e d  

b y  d e d u c t i n g  f r o m  that p a yment the m a x i m u m  p o s s i b l e  annuity

1 0 / If the states chooses to p l a c e  the funds w i t h  private 
carriers, any costs s h ift ed to the c a r r i e r  u n d e r  the contract 
w o u l d  also be p a i d  f r o m  the a n n u i t y  accounts.

1 1 / A  d e a t h  b e n e f i t  for those w h o  die p r i o r  to r e a c h i n g  age 65 
has b e e n  i n c l u d e d  in the S e nate State A f f a i r s  Comm ittee 
substi tute for SB 56.
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a v a i l a b l e  to a p e r s o n  who turns 65 in the year in question. The 

b i l l  u s e s  the a n n u i t y  a v a i lable to a 6 5 - y e a r - o l d  b e c a u s e  that 

a n n u i t y  is the s m a l l e s t  a v a i lable (among those w h o  h a v e  r e c e i v e d  

the m a x i m u m  p o s s i b l e  c r e d i t s ) . A 7 5 - y e a r - o l d  w i t h  the identical 

c o n t r i b u t i o n  of a 6 5 - y e a r - o l d  w i l l  r e c e i v e  a larger annuity 

b e c a u s e  his life e x p e c t a n c y  is shorter, a n d  his capi tal w i l l  be 

r e t u r n e d  faster. Thus, some A l a s k a n s  w i l l  r e c e i v e  m o r e  than the 

target a m oun t d u r i n g  the early years of the program, and no 

e l d e r l y  A l a s k a n s  (with full pa rticipation ) w i l l  r e c e i v e  less.

6 . R e s i d e n c y  Q u e s t i o n s . The b i l l  has n o  r e s i d e n c y  r e­

quire m e n t s  for r e c e i p t  of a n n u i t y  payments. P e r m a n e n t  fund 

d ividends are, of course, only a v a i l a b l e  to A.laska r e s i dents -- 

so that an i n d i v i d u a l  m u s t  be an A l a s k a n  to cont ri b u t e  to an 

a n n u i t y  account. 1 2 /

7. F e d e r a l  Income T a x  C o n s i d e r a t i o n s . Currently, b o t h  the 

p e r m a n e n t  fund dividend, and the ALB, are taxable as ordinar y 

income u n d e r  the Inter nal R e venue Code. The commi ttee e n g aged 

tax counsel to d e t e r m i n e  w h e t h e r  the r e s u l t  w o u l d  be any 

d i f f e r e n t  u n d e r  the c o m m ittee bill. Specificall y, the committe e 

a s k e d  w h e t h e r  a p e r s o n  w i l l  be taxable on the cash he could have 

r e c e i v e d  as a d i v i d e n d  e v e n  though, u n d e r  the n e w  program, he is 

only c r e d i t e d  w i t h  the right to r e c e i v e  a future annuity from the 

state. C o u nse l a d v i s e d  the c o m m i t t e e  that, b e c ause the annu ity

12 / The l o n g e vity bonus p r o g r a m  w i l l  still r e q uire that an 
individual be a o n e - y e a r  r e s i d e n t  to r e ceive a bonus.
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p r o g r a m  is unique, there is no legal p r e c e d e n t  w h i c h  p r o vides a 

defin i t e  answer.

B a s e d  on analogou s federal tax authori ties, tax counsel 

b e l ieves that a c r ucial f ac tor in d e t e r m i n i n g  w h e t h e r  or not an 

A l a s k a n  r e c e i v i n g  an a n n u i t y  c r e d i t  w i l l  a v o i d  c u rren t federal 

income t a x a t i o n  is the am ount w i t h  w h i c h  the legislature 

" f r o n t - l o a d s "  the a n n u i t y  credit in the ye ar the credit is 

granted. If the 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 

the a n nuity c r e d i t  for a p a r t i c u l a r  year, an A l a s k a n  r e c e i v i n g  a 

credit that year should not be s u b j e c t  to tax u n t i l  a n n u i t y  

payments are a c t u a l l y  m a d e  on retir e m e n t .  However, if the 

legis l a t u r e  p r o vide s little or no f r o n t - l o a d i n g  in a p a r t i c u l a r  

year, there w o u l d  be a s u b s t a n t i a l  r i s k  that those r e c e i v i n g  

annuity  credits w o u l d  be taxab le i m m e d i a t e l y  on the amount cl 

cash they c o u l d  have e l e c t e d  in lieu of the credit.

T a x  cou nsel also a d v i s e d  the c o m m i t t e e  that a v a i lable 

p r e c e d e n t  does not p r o v i d e  f i r m  g u i d a n c e  on the m i n i m u m  

f r o n t - l o a d  n e c e s s a r y  to support d e f e r r e d  tax treatment of a n n u i t y  

credits. T h e r e  is an e x a m p l e  in the IRS r e g u l a t i o n s  w h i c h  

suggest that a f r o n t - l o a d  of 25% or m o r e  of the a n nuity credit 

w o u l d  be sufficient; however, tax c o u n s e l  b e l i e v e s  that a lesser 

amount m a y  suffice. B e c ause of this u n c e r t a i n t y ,  tax couns el 

suggests that if the c o m m ittee p r o p o s a l  is enacted, it w t o uI q  be 

in the state's b e s t  int erest to o b t a i n  an a d v ance r u ling from the 

Internal R e v e n u e  S e rv ice on irhe question.
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The u n c e r t a i n t y  s u r r o u n d i n g  the tax status of a n n u i t y

credits, a n d  the sub sta n t i a l  r i s k  of taxabil ity w h e n

f r o n t - l o a d i n g  ends, did n o t  w e i g h  h e a v i l y  in the c ommittee 's

r e c o m m en dation. This is because, at worst, A l a s k a n s  w o u l d  be

r e q u i r e d  to p a y  taxes on the a mount of the d i v i d e n d  just as they

do now. Moreover, the committee saw its job as f i nding an

a l t e r n a t i v e  to the ALB p r o g r a m  w h i c h  m e t  the basic goals

e x p r e s s e d  in this report. It was not c h a r g e d  w i t h  simply f i n d i n g  

a tax shelter.

Finally, apart from the p o t e n t i a l  t a x a b i l i t y  of a p e r m a n e n t  

fund d i v i d e n d  c r e d i t e d  to a n  a n n u i t y  account, two f avorable tax 

aspects of the committee p r o p o s a l  s ho uld be mentioned:

1, A l l  interest i ncome c r e d i t e d  to indiviudal a n n u i t y

accounts would, under currexit IRS regulations, be taxable o n l y  as 

it is p a i d  out after r e a c h i n g  age 65; and

2. F r o n t - l o a d i n g  credits w o u l d  not be c u r r e n t l y  taxable.

8 . A n n u i t y  Credits A r e  Not a V e s t e d  R i g h t . The committee

bill p rovides that an ind iv i d u a l  does not r e c e i v e  a v e s t e d  or 

p r o p e r t y  right to an a n n u i t y  p a y m e n t  u n t i l  that p a y m e n t  is made. 

Funds m u s t  be a p p r o p r i a t e d  a n n u a l l y  by the legislatur e f r o m  the 

a n nuity a c c o u n t  to make  a n n u i t y  payments. A l t h o u g h  the clear 

l e g i s l a t i v e  intent of the b i l l  is to provid e a n n u i t y  payments to 

these who have  p a r t i c i p a t e d  in the program, the committee bill  

n e i t h e r  binds future legislature s n o r  creates a dedicated fund. 

Thus, the l e gislature m a y  l e g a l l y  a p p r o p r i a t e  a n n uity funds for 

any p ublic purpose. A n  i n d ividu al's right to an annuity p a y m e n t
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p r i o r  to d i s p e r s a l  is an u n f u nded, u n s e c u r e d  promise of the 

state. Thus, a future a n n u i t a n t  is in n o  b e t t e r  legal p o s i t i o n  

than any u n s e c u r e d  creditor o f  the state.

As a result, the b i l l  is s il ent w i t h  r e g ' r d  to the 

g a r n i s h m e n t  of a n n u i t y  credits. P r i o r  to a n n u i t y  payments, there 

is n o t h i n g  to g a r n i s h  or attach, n o r  a n y t h i n g  that can p r o p e r l y  

be r e g a r d e d  as "income" or a n  "asset."

9. P r o t e c t i o n  of A l a s k a ' s  E x i s t i n g  E l d e r l y . As n o t e d  

previously, persons  who r each the age of 65 b e f o r e  1986 w i l l  not 

be r e q u i r e d  to forego their p e r m a n e n t  fund d i v i d e n d  in o r d e r  to 

re c e i v e  a $250 per m o n t h  L o n g e v i t y  Bonus, i n f l a t e d  3% annually. 

T h e  c o m m i t t e e  decide d to i n t e grat e this aspect of 

' s t a i r - s t e p p i n g "  b e c a u s e  it c o n c l u d e d  that m a n y  r e t i r e d  A l a s k a n s  

have come to rely upo n b o t h  the A L B  and the permanent fund 

dividend, and -- since they a r e  n o w  r e t i r e d  -- w o u l d  be u n a b l e  to 

m a k e  adequate arrangements to m i t i g a t e  the i mpact  of an a b r u p t  

denial (or reduction) in e ither  payment.

U nder last session's H o u s e  bill, those w h o  h a d  reach ed the 

age of 6£  b e f o r e  1986 w o u l d  h a v e  r e c e i v e d  a full ALB for life, 

a l t h o u g h  the a mount of that bonus w o u l d  n o t  be increased in 

future years. The committee c o n s i d e r e d  a n d  r e j e c t e d  the o p t i o n  

of e x t e nding  this protec t i o n  to 6 0 - y e a r - o l d s  for three r e a s o n s :

1. A s s u m i n g  a r e t i r e m e n t  age of 65, those under that age 

wil-L have 1-5 years to make n e c e s s a r y  a r r a n g e m e n t s  to accomm o d a t e  

e i t h e r  the loss of a cash dividend, or i n c r e m e n t a l  reductions ir. 

the A L B  payment. Current retirees, on the o ther hand, h a v e
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little or no a b i l i t y  to alter their financial condition. Thus, 

w h i l e  any age group m i g h t  be said to h a v e  some "expec t a n c y "  to 

b o t h  an A L B  and a ca sh dividend, that "expe c t a n c y "  is more

immediate, and m o r e  critical, for e x i s t i n g  retirees;

2. E x e m p t i n g  6 0 -ye ar-olds f r o m  the A L B  r e d u c t i o n  of the 

committ ee b i l l  w o u l d  not simply p o s t p o n e  the i nevit able financial 

di s p a r i t y  b e t w e e n  two groups of A l a s k a n s  -- it w o u l d  aggrav ate 

it. U n d e r  the H o u s e  bill, the first r e d u c t i o n  in paym ents w o u l d  

occur in 1991. B e c a u s e  of the g r o w t h  in the " m a x i m u m  p o s sible 

annuity" b y  that time, the initial diff er e n c e  in m o n t h l y  ALB

payment s b e t w e e n  an e xe mpt recipient, and a n o n - e x e m p t  recipient

who did not forego his dividend, w o u l d  be $67.21 per month.

Conversely, u nder the c o m m ittee  bill, d i f f e r e n t i a l  pa yments w i l l  

begin in 1986, and w i l l  i n i t i a l l y  be $11.92 per month. The 

commit tee felt **hat if some s m aller d i f f e r e n t i a l  w e r e  felt 

immediately, the n e e d  to b e g i n  p a r t i c i p a t i o n  in the p r o g r a m  n o w  

w o u l d  be m o r e  a p p a rent to n o n - e x e m p t  recipients. In other  words, 

immediate " s t a i r - s t e p p i n g "  m a y  w e l l  e n c o urage h i g h e r  annuity 

partic ipation, w h i c h  in turn w i l l  re duce the actual d i f f e r e n t i a l  

treatment b e t w e e n  exempt and n o n - e x e m p t  recipients; and

3. The A L B  p r o g r a m  cannot go on forever. Indeed, it has 

b e e n  a goal of the c o m m ittee to develop a p r o p o s a l  w h i c n  phases 

out g e ner al fund o b l i g a t i o n s  n e a r  the turn of the c e ntury -- w h e n  

oil r evenues are p r e d i c t e d  to d r a m a t i c a l l y  decline. If the bill 

w e r e  to p r o t e c t  e x i s t i n g  60-year-olds, the committee projects 

that the state w o u l d  still be m a k i n g  g e n eral fund A L B  p ayments of
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$74.9 m i l l i o n  in the y e a r  2000, and g e neral fund o b ligat ions 

w o u l d  not e n d  u n t i l  the y e a r  2029. Moreover, e x t e n d i n g  the 

bill's p r o t e c t i o n  to 6 0 - y e a r - o l d s  w o u l d  cost an a d d i t i o n a l  $330 

m i l l i o n  o v e r  the life of the program. In d r awing the n e c e s s a r y  

divid i n g  line b e t w e e n  those w h o  can conti nue to r e c e i v e  the full 

benefits of e x i s t i n g  law, and these w h o  cannot, economic 

fe a s i b i l i t y  plays an a p p r o p r i a t e  role. For the reasons 

above-stated, the c o m m i t t e e  b e l i e v e s  that the line is best d r a m  

at age 65.

10. P o s s i b l e  P a r t i c i p a t i o n  R a t e s . The c o m m i t t e e  a t t e m p t e d  

to e s t imate likely p a r t i c i p a t i o n  rates for the legislation's 

annuity program. Currently, p a r t i c i p a t i o n  rates in certain 

v o l u n t a r y  e m p l o y e e  r e t i r e m e n t  plans e x c e e d  50%. T h e r e  are, 

however, dif fer e n c e s  b e t w e e n  those plans, and the a n n u i t y  p r o g r a m  

e s t a b l i s h e d  by the c o m m i t t e e ' s  bill. Under m o s t  e m p lo yee plans, 

c o n t r i b u t e d  funds can be w i t h d r a w n  u p o n  termination, or in case 

of sub st a n t i a l  hardship. U n d e r  the c o m m it tee bill, however, no 

benefits c a n  a c c r u e  u n t i l  retirement. A d d i t i o n a l l y ,  high 

p a r t i c i p a t i o n  rates in em plo y e e  plans are, in large part, a 

funct i o n  of i n t e nsive e d u c a t i o n a l  efforts w h i c h  cannot be 

d u p l i c a t e d  on a s t a t ewi de basis -- p a r t i c u l a r l y  in Alaska. 

Finally, p a r t i c i p a t i o n  rates for e m p l o y e e  plans m a y  be irrelevant 

in p r e d i c t i n g  p a r t i c i p a t i o n  b y  the jobless and v e r y  poor.

On the o ther hand, w i t h  front loading, m a t c h i n g  

c o n t ributions w h i c h  p a r t i c i p a n t s  r e c e i v e  m a y  be, at least for 

older Alaskans, s u b s t a n t i a l l y  m o r e  than typical m a t c h i n g  payments
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by employers. A d d i t i o n a l l y ,  u n d e r  any emplo y e e  plan, an employee 

m u s t  d e d i c a t e  a p o r t i o n  of his or her r e g u l a r  m o n t h l y  salary -- 

each d ollar of w h i c h  m a y  a l r e a d y  h a v e  b e e n  b u d g e t e d  for r e g u l a r  

family  needs. Th e p e r m a n e n t  fund dividend, on the o t h e r  hand, is 

an i r r e g u l a r  source of income  w h i c h  (for some A l a s kans ) is not a 

c o m p o n e n t  of the r e g u l a r  family budget, a nd h ence m o r e  r e a d i l y  

d i s p o s a b l e .

Gi v e n  these differences, and the u n i q u e  n a t u r e  of the 

a n n u i t y  p r o g r a m  e s t a b l i s h e d  by this bill, the c o m m i t t e e  does not 

b e l i e v e  that any m e a n i n g f u l  projection, or e v e n  r a n g e  of 

projections, can be provided.

If p a r t i c i p a t i o n  rates are v e r y  high, by the y e a r  2003 state 

Old Age A s s i s t a n c e  p a y ments m a y  be s u b s t a n t i a l l y  decreased. 

Indeed, it is c o n c e i v a b l e  that a successf ul a n n u i t y  p r o g r a m  could 

v i r t u a l l y  e l i m i n a t e  the n e e d  for old age w e l f a r e  payments. For 

example, by the y e a r  2010, ever y e l d e r l y  A l a s k a n  w h o  has fully 

p a r t i c i p a t e d  in the p r o g r a m  w i l l  be r e c e i v i n g  a m o n t h l y  a n nuity 

of $1,047.88.

On the othe r hand, if p a r t i c i p a t i o n  is v e r y  low, the state 

m a y  experi e n c e  i n c r e a s e d  o l d  age a s s i s t a n c e  o b l i g a t i o n s  as the 

re s id ual l o n g e v i t y  bonus phases  out.

The o nly w a y  to g u a r d  against future i ncreases in O A A  

c l i e n t e l e  is either  to m a i n t a i n  the e x i sting A L B  p r o g r a m  -- an 

o p t i o n  w h i c h  the c o m m ittee  beli eves is c o s t - p r o h i b i t i v e  -- or 

convert the A L B  i tse lf into a for m of welfare. O t h e r  options 

s t udi ed (including stairs tepping) w o u l d  not simply threaten, but
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inevit a b l y  lead to h i g h e r  O A A  ob ligations. The c o m m i t t e e  bill, 

on the other hand, offe rs A l a s k a ' s  f u ture e l d e r l y  at least the 

o p p o r t u n i t y  to u l t i m a t e l y  a v o i d  the n e e d  for OAA a s s i s t a n c e  -- an 

o p p o r t u n i t y  w h i c h  at least some A l a s k a n s  w i l l  accept. In other 

words, even w i t h  m o d e s t  levels of pa rticipation , the r esult w o u l d  

be  b e tter than u n d e r  " s t a i r - s t e p p i n g . "

11. Impact U p o n  E l i g i b i l i t y  For O l d  A g e  A s s i s t a n c e  and 

M e d i c a i d .

If an e l d e r l y  A l a s k a n  earns $586 or less p e r  month, he or 

she is e l i g i b l e  to r e c e i v e  federal S u p p l e m e n t a l  S e c u r i t y  Income 

a nd/or state O l d  A g e  A ss istance. Ther e are c u r r e n t l y  some 2,450 

e l d erly r e c e i v i n g  this assistance, a nd the averag e b e n e f i t  is 

$240 per month.

E l d erly w h o  are e l i gible  for O A A  are also e l i gible for 

Medicaid. M e d i c a i d  b e n e f i t s  are a c c e s s e d  by almost half of the 

OAA recipients, and the a v erage n o n - n u r s i n g  home b e n e f i t  is 

$2,500 per year

If an e l d e r l y  A l a s k a n  earns less than $900 per month, he or 

she is eligibl e for n u r s i n g  home ben efits u n d e r  Medicai d. These 

b enefits are s u b s t a n t i a l  -- a v e r a g i n g  $135 per day, or $50,000 

per year for each individual.

Un t i l  1984, and by v i r t u e  of a specific e x c l u s i o n  in federal 

law, A L B  payments did not count as "income" in d eter m i n i n g  

e l i g i b i l i t y  for SSI or Medicaid . See 42 U.S.C. 

§1982a(b)( 2 ) ( B ) . However, w h e n  the A L B  p r o g r a m  w a s  c h a n g e d  in
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1984, Con gress also a m e n d e d  the e x c l u s i o n  to p r o t e c t  o n l y  those 

w h o :

1. are 65 years of age on or b e f o r e  S e p t e m b e r  30, 1985;

and

2. hav e 25 years of continu ous r e s i d e n c y  in A l a s k a  by that

d a t e .

This change in f e dera l law has h a d  the f o l l owin g effe ct on 

the SSI, O A A  and M e d i c a i d  e l i g i b i l i t y  in Alaska:

1. Some 750 c u rrent r e c i p i e n t s  of OAA will e x p e r i e n c e  b

loss or r e d u c t i o n  in b e n e f i t s  b e c a u s e  they are n o w  e l i g i b l e  to

r e cei ve the ALB, but fall o u t side the a m e n d e d  federal exclusion. 

These i n dividuals  have not, however, s u f fered a net loss in cash 

benefits, since A L B  p a y m e n t s  have m e r e l y  r e p l a c e d  p revious 

OA A/SSI payments. W h i l e  these indivi duals are the s u bject  of 

discrimi nation, since they cannot r e t a i n  b o t h  their A L B  and their 

previous O A A /SSI b e n e f i t s  (as can long-time Alaskans), that 

d i s c r i m i n a t i o n  is s olely the product of federal law. If the 

state u n d e r t o o k  to cure this d i s c r i m i n a t i o n  by r e p l a c i n g  lost 

fe deral SSI benefits, $1.4 m i l l i o n  w o u l d  be r e q u i r e d  for FY 1986.

2. Some 314 of the 750 a f f e c t e d  O A A / S S I  r e c i p i e n t s  will

also lose n o n - n u r s i n g  h o m e  M e d i c a i d  coverage -- a b e n e f i t  w h i c h

averages $2,500 p e r  year. This is a s u bstantia l loss w h i c h  is 

not c o m p e n s a t e d  for b y  the A L B  program. The a mount of lost 

federal M e d i c a i d  b e n e f i t s  to these 314 indivi duals is only 

$413,847 for FY 1986. The state c ou ld t herefore compenscit_e for 

these lost federal b e n e f i t s  at r e l a t i v e l y  small cost.
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3. The m o s t  s u b s t a n t i a l  impact of the re cent f e deral law 

change is u p o n  n u r s i n g  hom e patients. 36 e l derly A l a s k a n s  who 

are currently in n u r s i n g  homes m a y  lose t heir M e d i c a i d  n u r s i n g  

home coverage as a result of this change. To pay these 

individuals' n u r s i n g  home costs e n t i r e l y  t h rough state funds 

w o u l d  require a $720,000 a d d i t i o n a l  a p p r o p r i a t i o n  in FY 1986.

The committee bil l n e i t h e r  allevi a t e s  nor a g g r e v a t e s  the 

problems a s s o c i a t e d  w i t h  O A A / S S I  b e nefit reducti ons, or 

reduct ions in n o n - n u r s i n g  home M e d i c a i d  payments. Unless the 

legislature w e r e  to adopt a n e e d s - b a s e d  A L B  program, v i r t u a l l y  

any option w h i c h  the l e g i s l a t u r e  m i g h t  chose w o u l d  leave the 

a f f e c t e d  elderly in the same p o s i t i o n  as u n d e r  current law. 1 3 /

The committe e p r o p o s a l  would, however, p r o b a b l y  b e nefit 

e x i s t i n g  n u r s i n g  home residents. U n d e r  the bill, p e rsons 

r e s iding in a n u r s i n g  home are ineligible to receive the ALB. 

This exclusion, the c o m m i t t e e  believes, is co nsis t e n t  w i t h  and 

furthers the intent of the A L B  program. Its effect is to benef-'t 

existing n u r sing home residen ts who w i l l  lose access to the S250 

a m o n t h  ALB, but at the same time w i l l  r etain their e l i g i b i l i t y  

for $50,000 p e r  y e a r  n u r s i n g  home payments.

1 3 / Und er current federal law, p a y men ts w h i c h  are p r e d i c a t e d  on 
n e e d  are not c o u nted  as "income" for federal a s s i s t a n c e  purposes. 
Thus, the means test p r o p o s a l  d i s c u s s e d  earlie r m a y  a void the 
problem s d i s c u s s e d  in this s e c t i o n  -- a s s uming that fede ral 
officia ls w e r e  w i l l i n g  to treat a $25,000 income limit as truely 
d i f f e r e n t i a t i n g  the "needy" from the "non-needy."
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12. Costs of V a riou s A L B  A l t e r n a t i v e s . The com mittee has 

e s t i m a t e d  the costs of vari ous alternatives. A l t h o u g h  p o p u l a t i o n  

figures (and hence p r o g r a m  costs) in future  years are d i f f icult 

to predict, several of the a l t e r n a t i v e s  studied -- i n c l ud ing the 

s t a i r - s t e p p i n g  a p p r o a c h  and the means  test prop osal -- e n v i s i o n  

general fund ex pend i t u r e s  w e l l  into the next century. The 

committee felt that it was p a r t i c u l a r l y  important to at least 

estimate costs b eyo nd the year 2000 for two reasons.

First, it has b e e n  a goal of the committee to develop a 

p r o g r a m  w h i c h  p h a ses out g e n e r a l  obliga t i o n s  after the turn of 

the cen cury -- w h e n  oil r e v enues are p r o j e c t e d  to d r a m a t i c a l l y  

decline. E s t i m a t i n g  p o s t - 2 0 0 0  e x pend itures is thus p a r t i c u l a r l y  

i m p o r t a n t .

Second, some options e n v i s i o n  h igh er immediate investment  in 

return for lower long teim obligations. Others involve small er 

n e a r - t e r m  expend i t u r e s  -- an attrib ute w h i c h  is paid for in the 

years to come. A  fair comparison, then, can only be m a d e  by 

looking at total e x p e n d i t u r e s  over the life of each alternative.

Chart 1 indicates the costs of m a k i n g  con tinued A L B  payments 

u n d e r  four a lternatives. This chart assumes that -- w h a t e v e r  

p r o g r a m  is c hosen -- an e s c a l a t i o n  in the ALB p a y m e n t  w i l l  be 

m a d e  as the years go by. As the chart indicates, the cost of 

contin uing the current, e x p a n d e d  ALB p r o g r a m  is prohibitive. The 

s e c o n d  option, the " A n nuity P r o g r a m , "  reflects the c o m m ittee bill 

w i t h o u t  g r a n d f a t h e r i n g  A l a s k a ' s  exist i n g  elderly. U n d e r  this
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option, in order to r e c e i v e  the target amount, e x i s t i n g  e l d e r l y  

w o u l d  be r e q u i r e d  to forego their p e r m a n e n t  fund d i v i d e n d s .

The third o p t i o n  -- the " A n n u i t y  P r o g r a m  w / 1 9 8 6  

Stairs tep" -- reflects the A L B  costs of the c o m m i t t e e  bill 

itself. The " S t a i r s t e p "  a p p r o a c h  r e fers to last sess ion's 

legislation, w h i c h  w o u l d  b e g i n  s t a i r - s t e p p i n g  in FY 1991. 

Finally, p r o j e c t i o n s  on the m e a n s  test p r o p o s a l  w h i c h  assume 

e s c a l a t i o n  have not b e e n  run.

A s s u m i n g  that the l e g i s l a t u r e  provi d e s  a 3 1 per a n n u m  

i n c rease in the A L B  payment, the A L B  costs of the options 

c o n s i d e r e d  are as follows:

Chart 1

A L B  COSTS T H R O U G H  2034 
W I T H  3 Z E S C A L A T O R  (in millions)

N o minal $ C o n stant $ P r e s e n t
Value 14/

Current  L a w 13,087 2,501 .1,393
496A n n u i t y  P r o g r a m 964 605

A n n u i t y  P r o g r a m
w / 1 9 8 6  S tairstep 1,290 735 584

Stairs tep 1,455 745 577
M eans Test N / A N / A N / A

14/ The term " N o minal $" is self-expla natory. The term 
C o n s t a n t  $" refers to costs e x p r e s s e d  in 19S6 dollars 
a s s u m i n g  6% annual inflation. The term "Pres e n t  V a l u e "  refers to 
the amoun t of m o n e y  which, if i n v e s t e d  now, w o u l d  e n d o w  the 
v a rious options t h ro ugh the d u r a t i o n  of each.
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Conversely, if the l e g i s l a t u r e  h e l d  the amount of the ALB 

constant over the years i n s t e a d  of p r o v i d i n g  a r e g u l a t o r  

escalator, the A L B  costs of the o p t i o n  w o u l d  be:

C h a r t  2

A L B  COSTS T H R O U G H  FY 2034 
W I T H O U T  E S C A L A T I O N  (in millions)

No minal $ Co n s t a n t  $ P r e s e n t  Value

Current L a w  
A n n u i t y  P r o g r a m  
A n n u i t y  P r o g r a m

5,419
619

1,391
432

880
369

w / 1 9 8 6  Stairstep 
Stairstep 
Means Test

864
1,040
3,199

539
586

945.9

444
470

634.5

In a d d i t i o n  to the g e ne ral f u n d  costs of (1) c o n t i n u i n g  the

current A L B  for e x i st ing rec ipients, and (2) p r o v i d i n g  a

g r a d u a l l y  r e d u c e d  A L B  for n e w  recipients, the c.onmictee bill 

e nvisions that individual a n n u i t y  acc ounts w i l l  be "front loaded" 

w i t h  funds drawn from the earnings of the u n d i s t r i b u t e d  income 

account  of the A l a s k a  p e r m a n e n t  fund.

E s t i m a t i n g  the costs of " front loading" is a three step 

process. First, the c o m m ittee  a s s u m e d  that the l e g i s l a t u r e  w o u l d  

p r ovi de s uffici ent front loading to a l l o w  those 35 and y o u n g e r  to 

receive a $50 base supplement, a n d  those over 35 to r e c e i v e  a

suppleme nt w h i c h  is i r c r ea sed 10% for each y ear of age up to 65.

Second, the committ ee a s s u m e d  that p a r t i c i p a t i o n  rates w o u l d  be 

v e r y  low in y o u n g e r  Alaskans, and e x t r e m e l y  h i g h  for those older 

A l a s k a n s  r e c e i v i n g  the g r e a t e s t  front-loading. The cost of 

"front load paymen ts" under those a s s u m p t i o n s  -- w i t h  and w i t h o u t
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the g r a n d f a t h e r i n g  of e x i s t i n g  r e c i p i e n t s  are r e f l e c t e d  in

C hart 3.

Finally, the e f fect  of front loading is to m o r e  r a p i d l y

r e d u c e  the "targe t" ALB, and h e n c e  r e duce g e n e r a l  fund

obligations. Thus, the n e t  cost of any front l o ading m u s t  be

offset by "ALB savin gs," w h i c h  are also r e f l e c t e d  in Chart 3:

C hart 3

E F F E C T  OF 3 -YEA R F R O N T  L O A D I N G  
(in millions)

N o m i n a l  $ C o n s t a n t  $ P r e s e n t  V alue

A n n u i t y  P r o g r a m  (3% Esc.)

F r o n t - L o a d  Payments 113 101 96
(ALB Savings) (126) (69) (31)

Net Cost (Savings) (13) 32 65

A n n u i t y  P r o g r a m  (No Esc.)

F r o n t - L o a d  Payments 113 101 96
(ALB Savings) (91) (57) (46)

Net Cost (Savings) 22 44 5C

A n n u i t y  & 1986 S t a i r s t e p  (3% Esc.)

F r o n t - L o a d  P a y m e n t s  79 71 67
(ALB Savings) (82) (41) (31)

Ne t  Cost (Savings) (3) 30 36

A n n u i t y  & 1986 S t a i r s t e p  (No Esc.)

F r o n t - L o a d  P a y ment s 79 71 56
(ALB Savings) (56) (30) (23)

Net Cost Savings 23 41 44

The net costs (or savings) of front loading for any 

p a r t i c u l a r  p r o g r a m  can then be a d d e d  (or subtracted) f r o m  the 

ap p r o p r i a t e  c olumn of Charts 1-2. F r o m  that exercise, it is
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a p p arent that front l o ading  does n o t  m a t e r i a l l y  a ffect the cost 

r a n k i n g  of any of the o p ti ons considered.

Finally, u n d e r  stair-s tepping, < ' .se w h o  do not r e a c h  age 65 

b y  FY 1990 w i l l  r e cei ve no l o n g e v i t y  bonus. Of t h o s e  w h o  are 

d e n i e d  the bonus in the future, a p o r t i o n  w i l l  a p p l y  for state 

O l d  \ge A s sis tance. As n o t e d  previously, a n u m b e r  of c u rrent  ALB 

recipi e n t s  are a p p a r e n t l y  e l i g i b l e  for O A A  and M e d i c a i d  but have  

n ot a p p l i e d  b e c a u s e  of the bonus. T h e r e  is thus a segment of 

A l a s k a ' s  e l d e r l y  w h o  are n o w  e l i gib le for O A A  and M e d i caid, and 

w h o  m i g h t  a pply  for b e n e f i t s  u n d e r  those p r o g r a m s  if the A L B  were 

denied.

It is d i f f icult to p r e d i c t  the n u m b e r  of e l d e r l y  w h o  w o u l d  

a c t u a l l y  turn to state w e l f a r e  a s s i s t a n c e  if and w h e n  the ALE 

p r o g r a m  w e r e  terminated. Currently, one out of e very 2.65 

i n c o m e - e l i g i b l e  A L B  r e c i p i e n t s  a c t u a l l y  a p plies  for OAA. Under 

the " moderate low" scenari o of Chart 4, one h a l f  of those elderly 

w o u l d  apply for OAA. U n d e r  the " m o d e r a t e  high" scenario, 

t wo-thirds of the e l i g i b l e  e l d e r l y  w o u l d  a p p l y  for assis t a n c e  

once the bonus p r o g r a m  w e r e  terminated. C u m u l a t i v e  costs, 15/ 

in i n c r eas ed O A A  and M e d i c a i d  benefits, t h rough the y e a r  2010 

u n d e r  these two scenarios are as follows:

1 5 / The cost estima tes in Chart 4 s hould be v i e w e d  as 
s u b s t a n t i a l l y  e q i v a l e n t  to constant 1986 d o llar estimates. 
A l t h o u g h  they are t e c h n i c a l l y  n o m i n a l  dollars, they a ssume no 
increase in O A A  or M e d i c a i d  b e n efits as the years go by. If one 
assumes that O A A  and M e d i c a i d  b e n efi ts keep close p a c e  w i t h  
inflation, these estimates w o u l d  then b e t t e r  r e f l e c t  constant
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Chart 4

I N C R EASED  O A A / M E D I C A I D  COSTS T H R O U G H  2010 
(in millions)

M o d e r a t e  L o w  M o d e r a t e  H i g h

81.3 150.2

It is possi ble that i n c r e a s e d  O A A  costs w o u l d  also result 

from the c o m m itt ee bill. Although, u n d e r  the bill, the A L B  is 

g r a d u a l l y  p h a s e d  out, r a t h e r  than a b r u p t l y  terminated, those n e w  

elderly w h o  have not p a r t i c i p a t e d  in the a n n u i t y  p r o g r a m  n a y  

e v e n t u a l l y  find themselves in n e e d  of w e l f a r e  assistance. The 

degree of that problem, of course, is a f u n c t i o n  of p a r t i c i p a t i o n  

rates -- w h i c h  are d i f f i c u l t  to determine. However, b e c a u s e  -- 

u n d e r  the committ ee bill -- the A L B  is p h a s e d  cut, r ather than 

a b r u ptly terminated, 16/ and b e c a u s e  a p o r t i o n  of Alask a ' s  

p o p u l a t i o n  w i l l  p a r t i c i p a t e  in the a n n uity program, the committee 

believe s that -- even w i t h  low p a r t i c i p a t i o n  rates -- the impact 

of the bill jld age a s s i s t a n c e  p r o g r a m s  is likely to be less

severe than under the s t a i r s t e p p i n g  approach.

Finally, the commit tee looked at the cost of v a rious options 

c ter 19S9. As n oted previously, it has b e e n  a goal of the

dollar costs.

!->/ Thus u nder stairstepping, a p e r s o n  turning 65 in 1991 w o u l d
receive  no ALB whatsoe ver. On the other hand, un der the
commit tee bill, a p e r s o n  turning 65 in 1991, and who has not
p a r t i c i p a t e d  in the a n n u i t y  program, w i l l  still r e cei ve a
longevity bonus of $222.61 per month.
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committee to develop a l o n g evi ty bonus p r o g r a m  in w h i c h  gener al 

fund obli ga t i o n s  w o u l d  be m i n i m i z e d  as oil revenues declined. 

Chart 5 indicates the cost of stairstepping, the m e a n s  test 

p r o p o s a l  and the a n n u i t y  p r o g r a m  w i t h  and w i t h o u t  stairstepping, 

w h i c h  w o u l d  be i n c u r r e d  in the 21st century:

Chart 5

COSTS IN CUR R E D  A F T E R  Y E A R  199?
(in millions: N o minal $)

3% E s c a l a t i o n
A n n u i t y  P r o g r a m  69.9
A n n u i t y  P r o g r a m

w / 1 9 8 6  S t a i rstep 285.3
Stairstep 588.3
Means Test N / A

No E s c a l a t i o n
A n n u i t y  P r o g r a m  0
A n n u i t y  P r o g r a m

w /198 6 S t a i r s t e p  1 2 8 . A
Stairstep 291
M eans Test 2,486.2

The Benef it Co ncept's P r o p o s a l

The c o m m itte e i n v e s t i g a t e d  an a p p r o a c h  proposed by Benefit 

Concepts, Inc. and K i d d e r  P e a b o d y  & Co., Inc. The p r o p o s a l  is 

e s s e n t i a l l y  an investment p r o g r a m  for e n d o w i n g  the longevit y 

bonus program. That is, a s ubstant ial inves tment (approximately 

$350 million) w o u l d  be m a d e  in the initial years of the program, 

and the r e t u r n  from that investment is e s t i m a t e d  to be s ufficient
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to m a k e  the decli n i n g  longe vity bonus p a y ments r e q u i r e d  u n d e r  the 

committee's a n n u i t y  approach. 1 7 /

B e nef it Concepts proposes that the state invest in single

p r e m i u m  w h o l e  life i nsurance p o l i c i e s  (SPL's) t aken out on

A l a s k a ' s  elderly. The state w o u l d  be the owner a n d  b e n e f i c i a r y  

of the policies. Benefit Concepts' p r o j e c t i o n s  i ndicate that 

this type of i nvestment w o u l d  be sup er i o r  to other options w h i c h  

they b e l i e v e  w o u l d  be a p p r o p r i a t e  for such an i n v e s t m e n t  plan, 

such as g u a r a n t e e d  investmen t c ontracts (GIC's), corpo r a t e  bends 

or g o v e r n m e n t  securities.

The B e n e f i t  Concepts p r o p o s a l  was  a n a l y z e d  by the actuarial 

firm of J o h n s o n  & Higgins at the commit t e e ' s  request. That firm 

c o n c l u d e d  that (1) the costs of the p r o g r a m  m a y  be u n d e r s t a t e d  

w h e n  c o m p a r e d  w i t h  data u s e d  by OMB (see footnote); (2) shouic 

the state consi d e r  "endowing" the A L B  program, it should not

limit its choices to the low r i s k  a l t e r n a t i v e s  c o n s i d e r e d  by

1 7 / Subjec t to a v a i la ble funds, the state c o uld "endow" t?,ny 
p r o g r a m  by inves t i n g  e n o u g h  cash to p r oduce the r e v e n u e  to pay 
the costs of the program. Indeed, the concep t of ''endowment" is 
implicit in the "present v alue" c a l c u l a t i o n s  m a d e  b y  the O ffice 
of M a n a g e m e n t  and Budget for the l o n g e v i t y  bonus alte rnatives 
analyzed. Tw o points deserve attention. First, in o rder to 
av o i d  d e d i c a t e d  fund problems, the income f r o m  any such 
invest m e n t  w o u l d  be d e p o s i t e d  in the genera l fund, and subject to 
annual  a p p r o p r i a t i o n  to pay p r o g r a m  costs. Second, the 
assumptions u s e d  b y  Be nefits C o n cep ts in m a k i n g  their cost 
estimates differ in two important r e s pects f r o m  the a ssumptions 
used b y  OMB. B e nefit Concepts u s e d  d i f f erent  p o p u l a t i o n  
projections, and a s s u m e d  a d i f f e r e n t  interest environment. Both 
these d iffere nces u n d e r s t a t e  the cost of their propo s a l  w h e n  
co m p a r e d  w i t h  programs u s i n g  O MB estimates. The committee, 
therefore, cautions again st direct cost comparisons.
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Benefit Concepts, but s hould also e x am ine oth er i n v e s t m e n t  

options; and (3) the p r i m a r y  a d v a n t a g e  of the SPL a p p r o a c h  over 

other low r i s k  i n ves tments is the s u b s t a n t i a l  tax advan t a g e  

a v a i l a b l e  to some i n s u r a n c e  compa nies in p r o v i d i n g  this type of 

policy. T h e s e  tax a d v a n t a g e s  are u n d e r  s c r u t i n y  b y  the federal 

T r e a s u r y  Depart ment, and could w e l l  be e l i m i n a t e d  t h r ough 

re v i sions to the Inter n a l  R e v e n u e  Code in the n e a r  future. It 

w o u l d  be likely that an i n s u ra nce c o m p a n y  w o u l d  insist on p a s sing 

any tax changes t h rough to the p o l i c y  holder, thus r e m o v i n g  the 

a d v a n t a g e  of this type of investment.

The c o m m i t t e e  is u n a b l e  to m a k e  a f i r m  r e c o m m e n d a t i o n  

r e g a r d i n g  this p r o p o s a l  to the l e g i s l a t u r e  but b e l ieves that the 

concept m a y  w a r r a n t  f u rther  c o n s i d e r a t i o n  by the state's 

f i n a ncial e x p e r t s .

The A l a s k a  P i o n e e r s ' Home

On J u l y  30, 1984, G o v e r n o r  S h e f f i e l d  r e q u e s t e d  the committee 

to co nsider e x p a n d i n g  its i n quiry to include A l a s k a ' s  Pioneers' 

Ho m e  Program. B e cause of time constraints, and the fact that the 

commi t t e e  d e v e l o p e d  an a l t e r n a t i v e  to the A L B  p r o g r a m  w h i c h  has 

no a p p l i c a t i o n  to the Pioneers' Home, the c o m m itt ee w a s  u n a b l e  to 

c o n sider a l t e r n a t i v e s  to this p r o g r a m  in any depth.

The committee, however, shares G o v e r n o r  S h e f f i e l d ' s  concerns 

over the program. U n d e r  AS 47.25.030, an i n d i v i d u a l  m u s t  have 

r e s i d e d  in A l a s k a  for 15 c o n s e c u t i v e  years, or 30 total years, in

- 4 3 -



order to be e l i g i b l e  for a d m i s s i o n  to the homes. Plainly, that 

r e q u i r e m e n t  raises s u b s t a n t i a l  c o n s t i t u t i o n a l  questions.

To date, no one has f i l e d  suit o v e r  the Pioneers' Home 

e l i g i b i l i t y  require ments. It is this c o m m i t t e e ' s  r e c o m m e n d a t i o n  

that the l e g i s l a t u r e  d e velop a n d  c o n s i d e r  a l t e r n a t i v e s  to the 

ex i s t i n g  r e s i d e n c y  r e q u i r e m e n t s  d u ring this session. The 

p r e s s u r e  a n d  t e n s i o n  c r e a t e d  by the Vest l i t i g a t i o n  has m a d e  it 

m o r e  difficult, over the past 2% years, to d e v e l o p  a sound 

r e p l a c e m e n t  for the A L B  program. That e x p e r i e n c e  n e e d  not, and 

s h oul d not be r e p e a t e d  for the P i o n e e r s ' H o m e s .

One a l t e r n a t i v e  for r e p l a c i n g  the c u r r e n t  r e s i d e n c y  

re q u i r e m e n t s  w a r r a n t s  note. The le gisl a t u r e  m a y  w i s h  to develop 

a p o i n t  s y s t e m  that w o u l d  d e t e r m i n e  e l i g i b i l i t y  for Pioneers' 

Home a d m i s s i o n  b a s e d  u p o n  the h a r d s h i p  that w o u l d  be su ffered if 

the a p p l i c a n t  w e r e  f o rced to seek h o u s i n g  out of state. L o c atio n 

of home, family and friends w o u l d  all be r e l e v a n t  to assessing 

that hardship; yet h a r d  and fast r e s i d e n c y  rules w o u l d  be 

avoided.

Co n c l u s i o n

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

r e c o m m e n d  that the legisl a t u r e  c o n si der and enact the ann uity
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