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o r d e r  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 ov e r  the Pioneers' Home 

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

e x 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 r i n g  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 V e s t  l i t i g a t i o n  has m a d e  it 

m o r e  difficult, o v e r  the p a s t  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. Th a t  e x p e r i e n c e  n e e d  not, and 

s h o u l d  n o t  be r e p e a t e d  for the P i o n e e r s ' H o m e s .

O ne 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  

r e q u i r e m e n t s  w a r r a n t s  note. The l e g i s l 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' 

H o m e  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 f f e r e d  if 

the a p p l i c a n t  w e r e  f o r c e d  to se e k  h o u s i n g  out of state. L ocation 

o f  home, f a m i l y  a n d  friends w o u l d  all be r e l e v a n t  to a s s e ssing 

that h a r d ship; yet h a r d  a n d  fast r e s i d e n c y  rules w o u l d  be 

avoided.

C o 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  o f  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 l e g i s l a t u r e  c o n s i d e r  and e nact the a n n u i t y

       _  _  i  j  _•     _  _  j f  • .  ^  • .
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j AN 1 2 1985

_______  BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: ""An Act amending the longevity bonus program and the

permanent fund dividend program in order to establish 

an annuity program; and providing for an effective 

d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. The legislature finds end declares 

that

(1) it is in the public interest to continue the longevity bonus 

program. However, as oil reserves decline over the years, it will become 

increasingly difficult to provide the benefits of the longevity bonus 

program through the general fund. As a result, that program must be phased 

out over the years;

(2) it is appropriate that individuals save for their own retire­

ment, and it is also appropriate that the state establish both means and 

incen ives for Alaska residents to set aside retirement funds. A c c ording­

ly, it is a purpose of this legislation to create an annuity program, and 

to encourage Alaskans to participate in that program by authorizing general 

fund supplements which would result in annuity payments which are larger 

than an individual could earn through private investment of the permanent 

fund dividend;

(3) many retired Alaskans have made their retirement plans in 

reliance on the availability of both the existing longevity bonus and the 

permanent fund dividend. Accordingly, the legislature finds that it is 

appropriate to continue both those programs for these individuals;

IN T H E  _________________________________  B Y  __
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(4) the m o s t  suitable source of funds for the a n n uity p r o g r a m  

created by this Act are those p e r m a n e n t  fund earnings c u r r e n t l y  d i s t r i b u t e d  

as dividends. This A c t  a p plies the annual pe r m a n e n t  fund d i v i d e n d  of 

younger A l a skans to a n nuity accounts unless the i n d i vidual alte r n a t i v e l y  

elects to receive rash. In so doing, this A c t  w ill promote wise 

stewardship of the pe r m a n e n t  fund by giving each pa r t i c i p a n t  a d i r e c t  

financial stake in its l o n g-term profitability; and

(5) n e i ther the longevity bonus program, nor the a n n uity program, 

should be v i e w e d  as a form of welfare. Other -.state and federal p r o g r a m s

are available to mee t  t he basic necessities of life, and amounts received

by any individual under this A c t  are not c a l c ulated on the basis of need.

* Sec. 2. AS 43.23.005 is amended to read:

(c) A  parent, guardian, or other a u t h orized r e p r e s e n t a t i v e  may 

c l a i m  a p e r manent fund d i v i d e n d  on beha l f  of an u n e m a n c i p a t e d  m i n o r  or 

on b e half of an incompetent individual w ho is eligible to receive a 

di v idend [PAYMENT] under this section.

* Sec. 3. AS 43.23.005 is amended by adding a new subsection to read:

(d) A  person w ho is eligible to receive a p e r m a n e n t  fund d i v i­

dend  u n d e r  this section, or who is a u t h orized to c l a i m  a d i v i d e n d  on 

b e h a l f  of another under (c) of this section, may e l ect to receive cash 

in lieu of  an annuity share. Alternatively, a p e rson m a y  e l ect to 

receive n ot less than 25 percent of his d i v i d e n d  in cash and the 

re m a inder as an annuity credit. A  person exempt u n der AS 47.45.015(b) 

will a u t o m atically receive cash w i t h o u t  the ne c e s s i t y  of election.

* Sec. 4. AS 43.23.015 is amended to read:

Sec. 43.23.015. APPLICATION AND PROOF OF ELIGIBILITY. (a) The 

com m i s s i o n e r  shall adopt regulations under the A d m i n i s t r a t i v e  

Procedure Act (AS 44.62) e s t a b l i s h i n g  the pr ocess for d e t e r m i n i n g  the 

e l i g i bility of individuals for p e r manent fund dividends. The
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commissioner may require an individual to provide proof of 

eligibility, and the commissioner may use other information av lilable 

from other state departments or agencies to determine the eligibility 

of an individual.

(b) The department shall prescribe and furnish an application 

form for claiming a permanent fund dividend. The application must 

contain a statement of eligibility and a certification of residency in 

substantially the following form:

I certify that

( ) I am a state resident on the date of this application 

and I have been a state resident for at least six months immediately 

preceding the date of this application; or

( ) (name), the individual on whose behalf I am applying, is 

a state resident and has been a state resident for at least six months 

immediately preceding the date of this application.

I understand that a false claim of residency to obtain a 

permanent fund dividend for myself or for another is a criminal 

offense and that if convicted I w ill forfeit future permanent fund 

dividends and that I will lose or must repay all permanent fund 

dividends that have been credited or paid to m e , includii.j any accrued 

interest in my annuity a c c o u n t . I understand that this penalty is in 

addition to any criminal penalties imposed.

(signature of individual, 
parent, guardian, or other 
authorized representative)

(c) Except as provided in (d) of this section or as may be

provided by  regulations adopted by the department, an individual must

personally sign the application for permanent fund dividends,



including the c e r t i f i c a t i o n  of residency required under (b) of this 

section.

(d) T he app l i c a t i o n  and c e r t i fication of residency of an 

u n e m a n c i p a t e d  individual u n d e r  18 years of age or of an incompetent 

individual m ust be signed by  the individual's parent, legal guardian, 

or o t her au t h o r i z e d  representative.

(e) If a public agency claims a cash [PERMANENT FUND] d i v i d e n d  

on b e h a l f  of an individual under (i) of  this s e c t i o n , the public 

agency shall hold the d i v i d e n d  in trust for the individual. Money 

hel d  in trust under this subsection shall be invested by the 

com m i s s i o n e r  in a c c o rdance with AS 37.10.070.

(f) A m i n o r  or an incompetent, individual m a y  not m a i n t a i n  a 

c l a i m  a g a inst the state or  any o f f i c e r  or employee of the state b a s e d  

either on the m a n n e r  in w h i c h  the parent, guardian, or au t h o r i z e d  

representative o t her than a publ i c  agency of the state m a n a g e d  or 

d i s p o s e d  of pe r m a n e n t  fund dividends received on b e h a l f  of the m i nor 

or  i n c o m p e t e n t , or any election made or not made on that individual's 

behalf u n der AS 4 3 . 2 3 . 0 0 5 ( d ) .

(g) If an individual is aggrieved by a decis i o n  of the 

d e p a r t m e n t  d e t e r m i n i n g  the i n d i v i d u a l 's eli g i b i l i t y  for a permanent 

fund d i v i d e n d  or the individual's a u t hority to c l aim a p e r m anent fund 

d i v i d e n d  on behalf of another, the individual may appeal that decision 

to the superior court in accordance wit h  AS 44.62.560. An appeal 

u n d e r  this section does n ot entitle the aggrieved individual to a 

trial de novo. The appeal shall be b a sed on the record of the 

a d m i n i strative p r o c e e d i n g  fro m  which appeal is taken and the scope of 

the appeal is limited to matters contained in the record of the 

a dministrative proceeding.



(h) The penalty and enforcement provisions of AS 43.23.035 apply 

to an individual w ho claims a permanent fund dividend on behalf of 

another.

(i) The permanent fund dividend application form shall be p r e­

pared to allow an applicant, other than a person exempt under A S 

47. 45.015 (b), to elect to receive cash in lieu of a permanent fund 

dividend.

* Sec. 5. AS 43.23.035 is amended to read:

Sec. 43.23.535. PENALTIES AND ENFORCEMENT. (a) In addition to

any criminal penalties imposed by state law, if an individual is

convicted of a crime in connection with a false st'';ement made in a

certification required under AS 43.23.015, and the conviction is not 

reversed, that individual forfeits all permanent fund dividends 

credited or p a i d , together with any additional credits to his annuity

account and is not eligible for a future permanent fund dividend.

(b) If the commissioner determines that a cash [PERMANENT FUND] 

dividend should not have been claimed by or paid to an individual, the 

commissioner may use all collection procedures or remedies available 

for collection of taxes under this title to recover the payment of a 

permanent fund dividend that was improperly made. A notice of an

improperly paid dividend must be sent to the individual within 10 

years after the improper payment. If notice is not sent within the 

10-year period, proceedings may not be commenced in court for recovery 

of the improper payment.

(c) If the commissioner determines that a permanent fund

dividend should not have been credited to an individual's annuity

account, the commissioner may after notice and opportunity for

hearing, direct the commissioner of administration to debit the

individual's annuity account for the amount wronglv credited. If the

-



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

10 years. If the cred i t  is the fault of the state, the d e bit must be 

made w i t h i n  three years.

Sec. 6. AS 43.23.055 is a m e n d e d  to read:

Sec. 43.23.055. DUTI E S  OF T HE DEPARTMENT. The d e p a rtment shall

(1) a n n ually [PAY PERMANENT FUND D I V I D E N D S  FRO M  THE DIVIDEND 

FUND] make payments to e x empt i n d i viduals under AS 47.45.015(b) and 

those w ho e l ect cash u n der AS 4 3 . 2 3 . 0 0 5 ( d ) ;

(2) adopt r e g u lations u n d e r  the A d m i n i s t r a t i v e  Procedure Act 

(AS 44.62) that es t a b l i s h  procedures and time limits for claim i n g  a 

p e r m a n e n t  fund divid e n d  or  for m a k i n g  elect i o n  u n der AS 4 3 . 2 3 . 0 0 5 ( d ) ; 

the d e p a r t m e n t  shall set the time limit for appl i c a t i o n s  for permanent 

fund d i v i dends so that the numb e r  of  eligible applicants is determined 

by October 1 of the y ear for w h i c h  the d i v i d e n d  is d e c l a r e d  and 

pe r m a n e n t  fund dividends for a yea r  are paid b e f o r e  April 30 of the 

y e a r  following the year;

(3) adopt regulations under the A d m i n i s t r a t i v e  Procedure Act 

(AS 44.62) that e s t ablish p r o c edures and time limits for an individual 

u pon ema n c i p a t i o n  or u pon reaching m a j o r i t y  to apply for p e r manent 

fund dividends not c r e dited or r e c e i v e d  d u r i n g  m i n o r i t y  because the 

parent, guardian, or o t her a u t h orized r e p r e s entative did not apply or. 

b e h a l f  of the individual; (AND]

(4) a s s i s t  residents of the state, part i c u l a r l y  in rural 

areas, who b e c ause of language, disability, or inacc e s s i b i l i t y  to 

public t ransportation need assistance to es t a b l i s h  e l i g i bility and to 

apply for p e r m a n e n t  fund d i v i d e n d s ; and

(5) provide the c o m m issioner of a d m i n istration wit h

information n e c essary to m a i n t a i n  individual annuity account records 

and a d m i nister the annuity program.



Sec. 43.23.065. EXEMPTION OF PERMANENT FUND DIVIDENDS. (a) 

Fifty percent of a cash payment received under AS 43.23.005(d) [THE 

ANNUAL PERMANENT FUND DIVIDEND PAYABLE TO  AN INDIVIDUAL] is exempt 

from levy, execution, garnishment, attachment, or any other remedy for 

the collection of debt. This exemption applies to an eligible 

individual's permanent fund dividend both before and after payment is 

made to the individual. An exemption is not available under this 

section for cash payments [PERMANENT FUND DIVIDENDS] taken to satisfy

(1) child support obligations required by court order or decision of 

the child support enforcement agency under AS 47.23.140 —  47.23.220;

(2) a debt owed by an eligible individual to an agency of the state, 

unless the debt is contested and an appeal is pending, or the time 

limit for filing an appeal has not e x p i r e d , or (3) court ordered 

restitution under AS 12.55.045 —  12.55.051 or AS 12.55.100. A  child 

support obligation under (1) of this section has priority over a debt 

owed to an agency of the state, and a permanent fund dividend m ay not 

be taken to satisfy a debt under (2) of this section until any portion 

of the dividend necessary to satisfy a child support obligation has 

been taken.

(b) When an individual owes a past due debt described in (a) (1) of 

this section, the department shall require that the individual take 

nis or her permanent fund dividend in cash.

(c) The courts of this state may, as a condition of any civil judgment 

or restitution order under AS~ 12.55.045 —  12.55.051 or AS 12.55.100, 

require the defendant to take his or her permanent fund dividend in

* Sec. 7. A S  4 3 . 2 3 . 0 6 5  is a m e n d e d  to read:

cash.

Sec. 8. AS 43.23.075 is amended to read:



Sec. 43.23.075. E L I G IBILITY F O R  P U B L x C  ASSISTANCE. (a) In 

d et e r m i n i n g  the e l i g i bility of an individual under a public assistance 

p r o g r a m  a d m i n istered by the Dep a r t m e n t  of Health and Social Services 

in w h i c h  e l i g ibility for assistance is b a sed on financial need, the 

Department of Health and Social Services m a y  not c o n s i d e r  a permanent 

fund d i v i d e n d  as income or resources received by the recipient of 

public assistance or by a m e mber of the recipient's h o u s ehold unless 

required to do so by federal law or regulation. The De p a r t m e n t  of 

Health and Social Services shall notify all recipients of public 

assistance of the effects of (RECEIVING] a permanent fund d i v i d e n d  

credit or cash p a y m e n t .

(b) An individual who is d e nied m e d i c a l  assistance under 42

O.S.C. 1396 —  1396p (Social S e c urity Act, Title XIX) solely because 

of the credit or receipt of a p e r manent fund d i v i d e n d  by the 

individual or by a member of the individual s h o u s ehold is eligible 

for s t a t e -funded medical assistance under the g e n eral relief 

assistance p r o g r a m  (AS 47.25.120 —  47.25.300). The individual is

entitled to receive, for a period not to exceed four months, the same 

level of m e d ical assistance as the individual would have received

under 42 'J.S.C. 1396 —  1396p (Social Security Act, T i tle XIX) had

there been no p e r manent fund d i v idend program.

(c) An ii.dividual who is denied assistance solely because 

p e r m anent fund dividends c r e dited to or received by the individual or 

by a m e mber of the individual's h o u s ehold are counted as income or 

resources under federal law or r e g u lation is eligible for cash 

assistance u n d e r  the general relief assistance p r o g r a m  

(AS 47.25.120 —  47.25.300). N o t w i t h s t a n d i n g  the limit in 

AS 47.25.130, the individual is e n t itled to receive, for a period not 

to exceed four months, che same amount as the individual w o u l d  have



received under other public assistance programs had there been no 

permanent fund dividend program.

* Sec. 9. AS 37 is amended by adding a new chapter to read:

CHAPTER 16: ANNUITY PROGRAM 

Sec. 37.16.010. ANNUITY INVESTMENT FUND. (a) The annuity 

investment fund is established as a separate fund in the state 

treasury. Notwithstanding the provisions of AS 37.13.145, an amount 

equal to the permanent fund dividends taken as annuity credits under 

AS 43,23 shall be annually transferred from the dividend fund to the 

annuity investment fund.

(b) The legislature may appropriate either general funds, or 

earnings upon the undistributed income account in the Alaska permanent 

fund, to the annuity investment fund. Any funds appropriated under 

this subsection shall be allocated to the individual annuity accounts 

of those who are eligible to receive a dividend for that year and do 

not elect cash under AS 43.23.005(d). The allocation shall be made in 

the following manner:

(1) A credit will be made to the account of each individual 

who is at least 18 years old;

(2) The credit for each person from the age of 18 through 

age 35 is the base amount. The size of the base amount is determined 

according to the amount of the appropriation;

(3) The credit for persons over the age of 35 is the base 

amount, increased for each year of age over 35 up to and including the 

age of 65. The incremental increase for each year of age is a 

percentage over the credit for the prior year of age. That percentage 

shall be establir :ed with due regard for historical and projected 

permanent fund returns on investment;



(4) If a person elects to receive a p o r tion of his divid e n d  

in cash u n der AS 43.23.005(d), the a l l o c a t i o n  to w h i c h  he is otherwise 

e n t itled w ill be p r o p o r t i o n a t e l y  reduced.

(c) H o n e y  in the a n n uity inv e s t m e n t  fund shall be invested by 

the comm i s s i o n e r  of revenue in investments a u t h orized under 

AS 39.35.110. The c o m m i s s i o n e r  of a d m i n i stration shall credit 

individual a n n uity accounts wit h  e a r nings at a rate equal to the rate 

of interest earned by the a n n uity investment fund.

(d) The legislature may annually a p p r opriate to the Department 

of A d m i n i stration an amount s u f f icient to pay m o n thly an.'uity payments 

for the subsequent fiscal y ear under AS 37.16,030 from the a n n u i t y  

investment fund. Funds a p p r o p r i a t e d  u n der this subsection shall be 

transferred from the a n n uity investment fund to the De p a r t m e n t  of

Admin i s t r a t i o n  in o r der to mee t  the c u r rent demands of the annuity 

program.

(e) The legislature ma y  a n n ually a p p r opriate from the a n n uity 

investment fund an amount sufficient to a d m i nister the annuity

program. A ny costs of admin i s t r a t i o n  funded under this subsection 

shall be equitably allocated among all individual annuity accounts.

(f) N o t w i t h s t a n d i n g  AS 39. 35.110 or (c) of this section, the 

c o m m i ssioner of revenue m a y  invest all or part of the annuity 

investment fund in commercial insurance contracts.

Sec. 37.16.020. A N N U I T Y  PROGRAM. (a) The annuity p r o g r a m  is

administered by the c o m m i ssioner of administration. The commissioner 

of a dministration shall adopt regulations n e c e s s a r y  to implement the 

annuity program.

(b) The commissioner of a d m i n i s t r a t i o n  snail m a i ntain records of 

individual annuity accounts and mak e  annuity payments u n der AS

3 7 . 1 6 . 0 3 0 .
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Sec. 37.16.030. PAYMENT OF ANNUITIES. (a) An individual with

one or more annuity credits ma y  receive an annuity upon reaching the 

age of 65.

(b) An annuity under this section is a monthly payment during

the life of the annuitant. The amount of the monthly payment shall be 

based upon the principal and accrued interest in the person's ann-ity 

account and shall be paid in the form of a straight life annuity. The

size of the annuity may not vary on account of sex.

(c) An individual need not be a resident of the state to be 

eligible to receive an annuity payment from his or her account.

(d) An annuity share may not be assigned, sold, or otherwise

transferred from one individual to another. The right to receive an

annuity under tnis section terminates upon the death of the person who

is eligible for the annuity and does not pass to that person's estate.

(e) If a person dies prior to age 65, his account shall be 

equitably distributed among the annuity accounts of all individuals of 

the same age.

(f) An individual does not receive a vested property right in an 

annuity payment until that payment is made. Notwithstanding the 

provisions of this section, the state is not obligated to provide 

annuity payments for annuity credits granted under AS 43.23.005.

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

(6) "permanent fund d ividend" means a credit to an annuity

account under AS 37.16, unless the individual is either exempt under 

AS 47.45.015(b) or elects cash under AS 47.23.005(d);

Sec. 11. AS 47.45.010(a) is amended to read:

(a) A person who is 65 years of age or over, who resides in the 

state for at least one year immediately preceding application for a



make application; confinement outside the state shall be considered as 

residence in the state if a person was convicted and sentenced from a 

court in Alaska; revocation of parole or probation shall be cause for 

immediate disgualificati* until release from confinement is again

affected;

(4) voluntarily leaves the state and remains absent from the

state for a continuous period of more than 180 days.

* Sec. 14. Section 11, ch. 38, SLA 1984 is amended to read:

Sec. 11. Secti Jns 7 and 9 of this [THIS] Act [AND AS 47.45] are 

repealed June 30, 1985.

* Sec. 15. AS 43.23.045(c) is repealed.

* Sec. 16. This Act applies only to permanent fund dividends for years

beginning after December 31, 1985.

* Sec. 17. This Act takes effect January 1, 1986.



longevity b o nus under this c h a pter m ay apply to the c o m m i s s i o n e r  of 

admin i s t r a t i o n  for q u a l i f i c a t i o n  to receive a m o n t h l y  bonus [CF S2501.

* Sec. 12. AS 47.45 is amended by adding a new s e c tion to read:

Sec. 47.45.015. A M O U N T  OF BONUS. (a) S u b ject to (b) of this 

section, the m o n t h l y  longevity b o nus is equal to S250, increased by 

three p e r cent eac h  year b e g i n n i n g  it. "iscal yea r  1987, minus the 

m a x i m u m  p o s s i b l e  a n nuity for a person 65 years of age u n der the 

annuity p r o g r a m  (AS 43.23.110 —  43.23.120), as de t e r m i n e d  by the 

c o m m i s s i o n e r  of administration.

(b) A  p e rson w h o  is 65 years of age or ove r  p r ior to J a n uary 1, 

1986 is e x empt from the annuity p r o g r a m  reduction e s t a b l i s h e d  in (a) 

of this section.

* Sec. 13. AS 47.45.070 is a m e nded to read:

Sec. 47.45.070. UNQ U A L I F I E D  PERSONS. An u n q u a l i f i e d  person is 

one who

(1) does not meet the age or residence r e q u i rements as provided 

for under this chapter;

(2) m e ets the age and r e s i dence r e q u i rements of this chapter but 

either is confi n e d  in state or federal ment a l  h e a l t h  institution or 

facility a nd is c e r t - i i e d  by the state as unable to m a nage personal 

a f f a i r s , or resides in a n u r s i n g  home as that term is d e f ined in AS 

08.70.180 (5); however, if that person, at the time of com m i t m e n t  or 

com m e n c e m e n t  of r e s i d e n c e , provi d e d  the pr i n c i p a l  s u pport of a spouse, 

the comm i s s i o n e r  of admin i s t r a t i o n  may de t e r m i n e  to pay the c o n fined 

person's bonus to the person's spouse until the spouse is q u a lified 

for a bonus;

(3) is o t h e r w i s e  q u a l i f i e d  but c o n fined in a penal or 

cor r e c t i o n a l  institution or facility; upon c o m p l e t i o n  of sentence or 

upon the c o n ferral of a pardon, parole or probation, the person may
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I. I N T R O D U C T I O N

The purpose of this report is to provide a broad view of the 
issues involved in resolving the future of the longevity 
bonus program. Each of the options discussed before the 
committee has both its merits and drawbacks. The minority 
members of the task force believe a more complete discussion 
of the various proposals is necessary so that policy makers 
can decide which of the options is the best one for the 
State.

The options covered in this report are the annuity proposal, 
the means test proposal, the stairstepping proposal, and 
maintaining the current program.

II. PHILOSOPHICAL DIFFERENCES

Each of the options considered represents a significantly 
different philosophy about the future of the program.

The philosophy underlying the annuity proposal is that the 
current bonus program should be replaced with a retirement 
program for all of the state's citizens. The majority 
report states, "[t]he Committee believes that there is a 
need for future State participation in the building of 
retirement security ..." The annuity proposal presumes that 
individuals need encouragement from the State to prepare for 
their final years, even though a majority of Alaskans save 
for their retirement through private sector investments and 
employer retirement programs.

The annuity proposal also assumes that there is still a need 
to provide cash assistance to elders regardless of their 
length of residency. And finally, this proposal would 
require Alaskans to choose between the alleged short term 
benefits of the permanent fund dividend program and the 
supposed long term benefits of the annuity program.

In contrast, stairstepping emphasizes three facts: (1) the
original program was always intended to end if the courts 
ever declared it to be unconstitutional; (2) there are a 
large number of older Alaskans who have counted the bonus 
into their retirement plans, despite its constitutional 
status; and (3) the State faces a declining revenue picture.

Stairstepping takes care of the needs of Alaska's elders at 
the expense of the needs of younc -r Alaskans. The proposal 
also assumes that younger individuals will provide for their 
own retirement security through the private sector or will 
be eligible for public assistance. Further, fiscal reality 
is faced by phasing out the program (and the general fund 
cost) entirely, not shifting the general fund cost to 
another funding source. And finally, stairstepping does not



take need into account because many Alaskan elders reject 
need as a criteria for receipt of a bonus.

The philosophy behind the means test proposal can be 
contrasted with both the annuity and stairstepping 
proposals. It assumes the longevity bonus program should 
continue, but provides a larger benefit to those who need it 
the most. In other words, even though we cannot afford to 
continue the current program at its present cost forever, 
poorer individuals need a larger bonus payment. Also, the 
means test proposal is crafted to mesh with federal 
entitlement programs so the State can provide more benefits 
for the poor overall with less State cash.

The last option, maintaining the current program, assumes 
that the bonus should continue in its present form because 
all Alaskans rely on it, regardless of whom it was 
originally intended to benefit. Also, it emphasizes the 
importance of the bonus and its priority for State funding 
in spite of declining revenues and competition with other 
statewide needs.

III. ANNUITY PROPOSAL

Although the committee majority favors the annuity, there 
are certain aspects of the proposal that the majority report 
does not discuss.

A. Summary

The annuity proposal has three basic features: (i)
Continuing the bonus program for all persons age 65 by 
1986, and paying these persons a benefit level of $250 
per month, plus 3 percent cost of living increase, for 
life. (2) Phasing out the bonus program for every one 
under 65 in 1986, and paying these persons an ever 
reducing benefit level until sometime in the early part 
of the next Century. (3) Creating a State supplemental 
retirement program for those under 65 by 1986 who 
choose to invest their permanent fund dividends in it.

B . Front-loading

The annuity bill allows the Legislature to increase the 
monthly annuity amount by subsidizing or 
"front-loading" the account with annual appropriations.

The purpose of front-loading is to increase the amount 
of the monthly annuity check and to provide a tax 
shelter for those who invest their dividends in the 
program. Both of these aspects are considered 
necessary inducements to increase participation in the 
program.
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Though the cost of front-loading depends on the number 
of people who participate in the program, the task 
force majority estimates that at least $79 million will 
be required in the first three years, in addition to 
the funding necessary to continue the phase out bonus 
program. Since the revenue picture is a clear obstacle 
to getting this funding from the general fund, the 
majority proposes that front-loading dollars come from 
the permanent fund reserve account. We do not support 
use of the reserve account to pay for tne annuity 
program, since the appropriate uses of the account are 
already spelled out in statute.

It is also likely that front-loading will be necessary 
far beyond 1989. Tax counsel has advised the committee 
that tax shelters will only be available in the years 
in which the program is front-loaded.

It also seems likely that once the subsidizing begins, 
it will be difficult to end. This appears especially 
true if short term front-loading increases the annuity 
checks of elder Alaskans more than those of younger 
Alaskans, as the majority report indicates.

It is also possible that the Legislature could decide 
not to front-load the program at all.

The amount of the bonus each year is tied to the 
maximum annuity of a 65 year old. Since the maximum 
annuity will be smaller if it is not subsidized, the 
general fund cost of the phase out bonus program would 
be more than the majority report indicates.

C. 3% Escalator

The bonus and the cost of the program itself are 
increased dramatically by a 3% annual escalator. If 
this is really intended to be an automatic cost of 
living increase, it should be tied to some acknowledged 
COLA indicator. In the past, the bonus amount has been 
increased for valid economic reasons, not 
automatically.

D. Participation

The more Alaskans that participate in the annuity 
program, the more likely it is to succeed. We are 
skeptical, however, about the ability of the program to 
achieve a high and continuous rate of participation.

According to the Governor's Office of Management and 
Budget, 40% of current bonus recipients have annual 
incomes of less than $10,000. According to the IRS, 
only 2% of taxpayers within this income category buy
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IRAs even though it is to their advantage to do so.
The statistics on deferred compensation plans are 
similar. Generally, people without spare cash do not 
put off receiving income because they cannot afford to. 
Under this proposal, bonus checks will be reduced each 
year, yet individuals will have to give up their 
permanent fund dividends in order to make up the 
difference.

By grandfathering in current ALB recipients, the bill 
does protect the current income of today's elders who 
are at least 65. But what about everyone else? 
According to the Permanent Fund Corporation's recent 
report on the dividend program, about 18% of adult 
recipients making less than $26,000 annually used their 
1982 dividend to reduce debt and another 22% used it to 
help with regular expenses. Clearly, these individuals 
are using their dividends to meet basic needs.

The annuity proposal asks the Alaskans who can least 
afford it to make a very difficult choice —  either 
they take the cash now to meet basic needs or they 
skimp on basic needs and defer their dividend for a 
promise of a future payment. And they have to trust 
that the program will still be in existence, and that 
they will live to 65.

Even those Alaskans who can afford the program may be 
reluctant to participate. Consider the following 
facts:

1. The tax deferrable status is uncertain even 
with front-loading because the IRS has not yet 
ruled on it. If this program is not 
considered a shelter by the IRS, there are 
many other tax shelters available in the 
private sector.

2. There are no survivor benefits. No matter how 
long you defer your dividend, if you die, your 
account is split up amongst all the other 
accounts in your age category. None of your 
heirs, nor your estate, have a right to any 
part of the balance in the account.

3. An individual can never liquidate or transfer 
his annuity account if he decides to change 
investment strategy. In other words, the 
money goes in, you cannot take it out.

4. Even if you live to 65, there is still no 
assurance that you will get any or all of your 
annuity. Because there is no vested property 
right, the State could either end the program *
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at any time without owing you any money or 
could pay you less than you originally 
invested.

E. Legality of the Proposal

In general, this proposal appears to be constitutional­
ly sound. It should be noted, however, that the 
grandfathering of current bonus recipients would create 
a protected class of persons. Any law that establishes 
such a classification is subject to an equal protection 
challenge. However, it seems unlikely that such a 
challenge would succeed, since the classification is a 
rational one that furthers a legitimate public purpose. 
Please refer to the discussion in section IV - E for 
further information.

F. Conclusion

The question for policy makers is whether this 
particular annuity proposal makes good economic sense 
on both a State and a personal level.

IV. STAIRSTEPPING PROPOSAL

A. Summary

The stairstepping proposal continues the current 
program for five years and then begins to phase out the 
program by increasing the age of eligibility by one
year, each year beginning in July, 1991. In effect,
any one who is 60 or older by July of 1985 would 
qualify for a $250 monthly bonus from age 65 until 
death.

B. Impact on Younger Alaskans

The proponents of stairstepping do not dispute the 
fact that the proposal protects today's elders, but 
does not protect those who wll turn 60 after July of 
1985. In fact, its purpose is to ensure that those who 
have counted on the bonus for their retirement years 
receive it throughout the rest of their lives. Since
we do face a gloomy revenue picture, backers of this
proposal believe the only affordable method of protect­
ing the bonus for current elders is to discontinue the 
program for everyone else.

This should not be interpreted as a lack of concern for 
the retirement years of individuals under age 60. 
Instead, it reflects a philosophy of truly 
"substituting private thrift for public largesse", the 
alleged theme of the annuity proposal. It reflects a 
belief that there are plenty of savings options
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available in the private sector for those individuals 
who are in a position to defer cash until some future 
time. Further, it reflects the belief that the annual 
permanent fund dividend can be used for this purpose 
now and that establishing a State annuity program to 
encourage saving the dividend for retiremert is 
unnecessary.

Finally, it is important to reiterate that the original 
bonus program was intended to self-destruct if it was 
ever declared unconstitutional. The stairstepping 
proposal accomplishes this task while minimizing the 
harm which would otherwise occur.

C. Why Protection for 60 Year Olds Instead of 65 Year 
Olds

The group of Alaskans who do count on the bonus extends 
beyond those who are currently eligible to those who 
are about to become eligible. In general, it is 
accurate to state that the older and poorer an 
individual is, the more that individual needs both the 
bonus and the dividend.

It is rue that any age cut off is arbitrary. The 
reason that age 60 has been chosen, however, is that 
those who are within five years of retirement are most 
in need of the bonus. Also, five years appears to bo 
adequate to allow Alaskans in their 50s to prepare for 
a retirement without the bonus. At the very least, it 
gives these Alaskans plenty of notice that they can no 
longer expect to receive a bonus.

It should be noted that if the method of stairstepping 
is changed, the bonus of more Alaskans will be 
protected. For example, instead of waiting five years 
and then stairstepping one year each year, stair­
stepping could begin immediately but occur every other 
year. This would allow a much larger group of Alaskans 
to receive a bonus, but receipt would begin at a more 
advanced age.

D. Legality of the Proposal

Stairstepping creates two classes of people: those who 
receive bonuses and those who do not. Any law that 
establishes classifications is subject to an equal 
protection challenge under both the Federal and State 
constitutions. A challenge will not succeed, however, 
if the classifications embodied in the law are 
rational, and further legitimate governmental purposes. 
They do not need to meet the test of furthering a 
compelling State interest, as other laws do.
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The stairstepping approach would not affect any 
constitutional right beyond general equal protection.
It would provide benefits to newcomers who met the one 
year age requirement, and thus would not thwart the 
right to travel.

Stairstepping embodies a balance between recognition 
that our elders need the bonus on the one hand, and a 
perception that the State cannot continue to fund an 
ever expanding program indefinitely. In a recent case, 
the Alaska Supreme Court reaffirmed that the 
recognition of "grandfather right" and "hardship" are 
legitimate goals of the limited entry law under equal 
protection analysis. Kalmakoff v . St a t e , Op. No. 2900 
(January 11, 1985). It appears that court would find 
it legitimate for the Legislature to "grandfather" 
those who are presently receiving the bonus or 
expecting to receive it in the near future, since those 
individuals would suffer the most hardship if the 
program were suddenly ended. Individuals younger than 
60 at the date of enactment would have considerable 
notice that the program would not be available to them 
at retirement, and would have some wage-earning years 
to adjust their expectations. Also, the State's 
revenue expectations are certainly a legitimate element 
in deciding what program should be enacted.

In sum, it appears that stairstepping is constitutional 
and would withstand any legal challenge.

E . Conclusion

Stairstepping continues to be a valid method of 
dealing with the current longevity bonus crisis.
Though not all Alaskans would benefit from it, it is a 
fair, rational approach to a problem that does not have 
any easy solutions.

V. MEANS TEST PROPOSAL

A. Summary

Under the means test proposal, an individual age 65 or 
over may apply for a bonus of $250 a month if his or 
her adjusted gross income was less than $25,000 for the 
year prior to application. An individual who does not 
meet the income requirement, or who chooses not to 
apply for $250, is eligible for a bonus of $100 per 
month.

The $25,000 income cap will allow 80% of Alaskan elders 
to continue to receive the $250 monthly bonus. At the 
same time, the proposal would reduce payments to those 
elderly Alaskans for whom a monthly bonus is not a
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financial incentive to remain in the State. These 
wealthier individuals will continue to be honored with 
a smaller monthly bonus that can be viewed as a 
psychological incentive to remain in Alaska.

B . Reasons for a Means Test Program

Many elder Alaskans have vehemently opposed creation of 
a "welfare" bonus program. These individuals feel that 
the bonus was originally intended to reward them for 
their contributions to Alaska and that it never was 
intended to be a form of public assistance. Indeed, 
some of these elders appear to prefer no future for the 
bonus program at all if that future is based or. need.

Why then should the Legislature seriously consider a 
means test proposal? One important reason is the 
federal government's position on the impact of future 
bonus income on public assistance. Since federal 
officials insist that the $250 bonus be counted when 
determining public assistance eligibility for some 
Alaskan elders, this proposal represents a direct 
method of cancelling the affect of the federal action. 
It would eliminate the loss of Federal Supplemental 
Security Income and Old Age Assistance for 750 Alaskans 
and non-nursing home medicaid benefits for 314 
Alaskans.

Also, federal officials have indicated that they will 
be flexible in determining whether a program meets 
their definition of need. Though this proposal still 
allows 80% of current recipients to continue to get 
$250 a month, federal officials believe it will fall 
within their definition.

The proponents of this proposal are not insensitive to 
the wishes of those elders who are opposed to any needs 
based program. Rather, they have attempted to craft a 
proposal that does alleviate the federal concern as 
well as the concern of these elders. Actually, this 
proposal would not implement a "welfare" program. It 
is only a needs based one in the sense that it does 
draw distinctions among elders based on income. But it 
is not a "welfare" program because it is not only for 
the very poor. All elders get a bonus and most elders 
get the same bonus; only the wealthiest 20% get less 
than the others.

Moreover, there are many elders who do not share the 
strong feelings about a potential "welfare" stigma. 
These individuals are not always the most vocal, but 
they are still important. This proposal emphasizes 
their importance and points out another method of 
dealing with the state's fiscal reality by giving a
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larger bonus to those who need it the most.

C. Legality of the Proposal

The largest legal question posed by this proposal is 
whether the one year residency requirement would be 
valid for the $250 bonus since its receipt would be 
based on a person's income. The United States Supreme 
Court has held that a one year residency requirement 
infringes on the federally protected right to travel 
when used in a program which provides the "basic 
necessities of life." Thus, in Shapiro v. Thompson,
394 U.S.618 (1969), the court struck down a one year 
residency requirement for welfare assistance.

But every government program does not provide for 
"basic necessities of life." For example, in Hawaii 
Boating Association v. Water Transportation Facilities, 
651 F.2d 661 (9th Cir. 1981), the court found that a 
one year residency requirement for reduced rates for 
boat moorage did not impair the right to travel, since 
the benefit involved was not significant.

While the courts have ruled that some programs clearly 
fall within the "basic necessities" definition (such as 
welfare, hospitalization, and federal low rent housing) 
and some programs are clearly outside of that 
definition (such as moorage fees, practicing law 
without taking a bar exam, running for city council and 
COLAs in workers compensation benefits), there is no 
precise dividing line. A strong argument could be made 
that this proposal does not provide a "basic necessity" 
and that the one year requirement is valid.

First, the State has other programs such as old age 
assistance and medicaid which are available to new 
Alaskans to provide basic necessities.

Second, the income cap requirement is not typical of a 
test for welfare eligibility. A welfare program test 
looks at a person's total assets (i.e., value of their 
home, boats, cars, etc.), but this proposal only 
looks at a person's adjusted gross income. The income 
cap provisions are more properly viewed as a retirement 
supplement to all but the most wealthy, rather than as 
a program to fulfill basic needs.

Finally, the purpose of the one year requirement would 
be to determine, without too much administrative 
burden, which elders are bona-fide Alaskans as opposed 
to mere visitors. Like students, older Alaskans tend 
to travel for extended periods. So long as seniors are 
not denied basic necessities such as medical care and 
funds for food and shelter if they are destitute, we
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believe the one year requirement would withstand a 
challenge. The two year residency requirement for 
student loans was recently upheld for similar reasons.

D. Conclusion

This proposal is valid because it addresses the federal 
support of the public assistance question and because 
it favors those Alaskans who need the bonus the most.
As such, it should be the subject of serious 
legislative consideration, even though some seniors 
have reservations about i t .

VI. STATUS QUO PROPOSAL

A. Summarv
i i *

This proposal would continue the present program —
$250 monthly bonus to all one year residents at least 
65 years old —  indefinitely.

B . The Bonus as a Priority for Stfte Funding

This proposal asserts that the bonus in its present 
form is a major priority and should be continued for 
all Alaskans despite the high cost. If our revenues 
were not dwindling at an everincreasing pace, we would 
look more favorably on this proposal. We fear, 
however, that other statewide needs such as roads, 
water and sewer, education, and health care will suffer 
if the bonus program continues in its present form. 
There are simply not enough oil dollars to meet all our 
needs. Many other State programs reward and assist 
elder Alaskans. We hope to continue funding these 
programs as veil as a less expensive bonus program.

C . Continuing the Status Quo in FY 86

Although we are uncomfortable with the notion of 
continuing the program in its present form forever, we 
feel strongly that if the Legislature and the Governor 
cannot reach agreement on any other proposals during 
this session, the current bonus p*'ogram should be 
extended for another year. We do not prefer this 
approach, but we do not want to end the program 
altogether if 120 days is not enough time to reach 
consensus on this important issue.

VII. The Immediate Impact on Public Assistance Eligibility

A. How to Protect the Bonus Income of Public 
Assistance Recipients

Federal and State law treat the longevity bonus payment
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in a manner that results in a devastating form of 
"legal" discrimination for many senior citizens or. 
public assistance. These laws require the senior 
citizen to apply fcr the longevity bonus. Then,, these 
same laws reduce or eliifiinr te the amount of public 
assistance ... ’.yments, dollar for dollar. The senior 
citizens on public assistance, unlike the middle and 
high income seniors who receive the longevity bonus on 
top of all other income, realize no material gain in 
their income from receipt of the longevity bonus. 
Additionally, many of the seniors also lose their 
entitlement to public assistance medical benefits that 
the longevity bonus payment does not replace. The 
poorest of our seniors —  those who need the bonus the 
most'—  are actually harmed by the Alaska longevity 
bonus.

This "catch 22" affects all seniors who fall into 
either of two categories:

1. Seniors who reached the age of 65 during 1984 
through September 30, 1985, and who did not 
meet the unconstitutional residency 
requirements.

2. Seniors who reach the age of 65 after 
September 30, 1985, irrespective of their 
residency. This category would include all 
seniors who would have met the 
unconstitutional residency requirements.

The effect of this "catch 22" is that the federal 
government saves federal funds and Alaska's longevity 
boxxus program becomes a cash benefit program for the 
middle and upper classes of seniors who need the money 
far less than the poor.

There are only two ways to extend the benefits of the 
longevity bonus program to our low income senior 
citizens:

1. create a means test longevity bonus program, 
or

2. cro ’te a "hold-harmless" provision in State 
public assistance statutes to ensure that the 
State makes up the difference in federal 
benefits lost and continues to pay State 
public assistance to individuals effected by 
the "catch 22."

The cost to the State would be:
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HOLD-HARMLESS COSTS - FY86

Already Required
Budgeted Fiscal Note

Federal (SSI) Payment 0 1,400,000
State (OAA) Payment 760,000 0
Non-nursing Home Medical 0 413,847

760,000 1,813,847

If the Nursing Home Exclusion Amendment (see "3", page 
13) is not adopted, then the hold-harmless fiscal note 
should be increased by $514,982 for FY86.

STATUTE CHANGES *

One Statute change would be needed to hold recipients
harmless under all currently proposed longevity bonus
programs:

Amend Article 4, AS 47.25.430f, to provide that

(1) The Department must increase the amount of an 
individual’s Adult Public Assistance payment 
by the amount of any reduction in assistance 
provided under Title XVI of the Social 
Security Act which occurs solely because of 
considering payments made under AS 47.45 as 
available income; and

(2) Notwithstanding AS 47.25.435, in determining 
eligibility for Adult Public Assistance and 
the amount of Adult Public Assistance 
payment, the Department will not consider any 
payment made under AS 47.45 as income 
available to the app.icant or recipient.

Note: Regardless of which longevity bonus proposal is
enacted, the hold-harmless provisions above must 
have an effective date of July 1, 1985. If the 
means test proposal is enacted, these hold- 
harmless provisions should sunset on the 
effective date of the new act to protect funding 
level of adult public assistance programs.

B . Exclusion of Individuals in Nursing Homes from 
Eligibility for the Bonus

The bonus can preclude a poor elder from receiving 
Medicaid assistance while in a nursing home even though 
it does not offset the cost of care in the nursing home 
(approximately $4000/month). Also, the federal 
government requires that the individual apply for the 
bonus to get Medicaid. While the State could hold
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these individuals harmless at a cost of $514,982 
(General Fu n d ) , the Legislature could make nursing home 
residents ineligible for a bonus.

It should be emphasized that this suggestion is not 
intended to harm nursing home residents or to judge 
their worthiness for receipt of a bonus. Rather, it is 
intended tc protect such elders from the exorbitant 
cost of nursing home care. Irrespective of personal 
income before entering a nursing home, 97% of Alaskans 
in nursing homes in the state eventually turn to 
Medicaid to pay their bills.

VIII. COST INFORMATION

A. Long Term Costs

The following chart compares the cost of the four 
proposals in nominal dollars through fiscal year 2034. 
The chart shows that the general fund costs of both the 
annuity and stairstepping proposals eventually 
disappear whereas the means test and status quo 
proposals continue to need general funds. For the next 
50 years, the total costs are as follows:

Annuity proposal $1.29 billion
Stairstepping proposal $1.13 billion
Means test proposal $3.20 billion
Status Quo $5.42 billion

Jhe present value (the amount of funding necessary to 
endow the program today) of the cost of these proposals 
i s :

Annuity proposal $620.02 million
Stairstepping proposal $496.88 million
Means test proposal $634.9 million
Status Quo proposal $879.78 million

B. Population Forecast

The cost chart is based on a forecast of Alaska's 
elderly population. This forecast may overstate the 
number of people who will actually participate in any 
of the proposed programs, at least in the near term. 
For example, the population forecast predicts 16,744 
eligibles for FY 86, yet only 14,547 elders are 
currently receiving a bonus. Also, after 201J, the 
forecast assumes that the elder population remains 
constant, which does not account for death, migration, 
e t c .

If the population projections do turn out to be too 
high, then the cost estimates are also too high.
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C O M P A R I S O N  O F  A L B  A L T E R N A T I V E S

1 1 1 1 1 *0 o ”3 C r IT I O H S  — .......

(mi 11 ions)
. - H E A N S  TE S T D I L L — ---------- A N N U I T Y  D I L L -

F I SC A L M E A N S A L B  TO M A X I M U M 65 65 65 MEANS

YEAR T E S T  U N I V E R S A L P E R S O N S  65 P O S S I B L E RE SI DU AL 65 6 B E F O R E A F T E R BE F O R E AN N UI T Y S T A I R S T E P C U R R E N T TEST

AL B ALB B E F O R E  19B6 A N N U I T Y ALB O VER 1986 1985 1992 BI LL " BILL"* LA N BILL

1986 $ 2 5 8 . 8 8 $ 1 0 9 . 8 8 $ 2 5 0 . 0 0 $1 1 . 9 2 $238.98 16,744 15 ,03 9 1,705 16,744 $ 75 .2 $5 0. 2 $ 50 . 2 $50.2

1907 $ 2 5 8 . 8 8 $ 1 8 0 . 0 8 $ 2 5 7 . 5 9 $ 24 . 8 6 $232.64 17,768 14 ,3 4 9 3,419 17,768 $8 0. 4 $ 53 . 3 $ 5 3. 3 $46.7

1988 $2 58 . 8 8 $ 1 0 0 . 8 9 $ 2 6 5 . 2 3 $ 3 9 . 0 5 $226.18 18,769 13 ,6 6 0 5,109 18,769 $ 85 .9 $5 6. 3 $ 56. 3 $48.6

1989 $ 2 5 9 . 8 8 $ 1 8 9 . 8 0 $ 2 7 3 . 1 8 $ 46 . 9 4 $226.24 19,828 12 ,97 4 6,854 19,828 $61.1 $ 5 9 . 5 '59.5 $50.6

1998 $ 2 5 8 . 8 8 $1 88 . 0 8 $ 2 8 1 . 3 8 $5 6 . 2 7 $225.11 20,913 1 2, 293 8,620 20,913 $64.8 $6 2. 7 , 7.7 $52.4

1991 $ 2 5 8 . 8 8 $1 8 9 . 0 0 $ 2 8 9 . 8 2 $6 7. 2 1 $222.61 21,908 11 ,6 1 6 10,292 21,908 .$67.9 $6 5. 7 $- 7 $54.0

1992 $ 2 5 8 . 8 8 $ 1 0 0 . 0 0 $ 2 9 8 . 5 1 $7 9 . 9 3 $21 8.58 22 ,8 49 1 9, 943 11,90 6 20,839 $70.4 $6 2. 5 $68. $55.3

1993 $ 2 58 . 8 8 $ 1 9 0 . 0 0 $ 3 8 7 . 4 7 $ 9 4 . 6 7 $21 2.88 23.861 1 0, 273 13,588 19,890 $72.6 $ 59 . 7 $ 71 .6 $56.6

1994 $ 2 58 . 8 8 $1 88 . 0 0 $ 3 1 6 . 6 9 $ 1 1 1 . 7 3 $2 84 .96 24 ,7 99 9 , 60 6 15,19 3 18,823 $73.9 $ 5 6 . 5 $7 4. 4 $57.7

1995 $2 58 . 8 8 $ 1 8 9 . 0 8 $ 3 2 6 . 1 9 $ 1 3 1 . 5 3 $19 4.66 25,891 8 ,9 45 16,94 6 17,940 $7 4. 6 $ 53 .8 $ 77 .7 $59.0

1996 $2 58 . 88 $ 1 0 0 . 8 8 $ 3 3 5 . 9 8 $ 1 5 4 . 2 0 $181.78 26 ,8 6 3 8 , 29 1 18,57 2 16,873 $73.9 $5l» 6 $ 8 0. 6 $59.9

1997 $ 25 8 . 8 8 $ 1 8 9 . 9 0 $ 3 4 6 . 0 6 $180. 13 $16 S.93 27 ,6 9 2 7,644 28,048 15,819 $71.7 $ 47 . 5 $8 3. 1 $60.5

1998 $ 25 9 . 8 8 $ 1 9 9 . 8 0 $ 3 5 6 . 4 4 $ 2 0 9 . 7 6 $146.68 2 8,6 57 7 ,0 12 21,645 14,934 $68.1 $ 44 .8 $8 6. 0 $61.3

1999 $2 5 8. 8 8 $1 0 0 . 8 0 $ 3 6 7 . 1 3 $ 2 4 3 . 5 2 $12 3.61 29 ,5 5 6 . 6 , 3 96 23,168 13,969 $62.5 $ 41 .9 $ 88. 7 $61.8

2888 $ 2 58 . 8 9 $ 1 0 8 . 9 8 $ 3 7 8 . 1 5 $ 2 8 1 . 9 2 $9 6.23 38,511 5 ,7 9 9 24,712 13,031 $54.9 $ 39 .1 $ 91 . 5 $62.5

2001 $ 2 5 8 . 8 9 $1 09 . 9 0 $ 3 8 9 . 4 9 $ 3 2 5 . 3 4 $6 4. 15 0 1 , 4 5 9 5 , 22 5 26,23 4 12,898 $44.6 $ 3 6. 3 $94.4 $63.2

2882 $ 2 58 . 8 8 $1 0 0 . 9 9 $ 4 0 1 . 1 8 $ 3 7 4 . 2 6 $26.92 32 ,4 4 9 4, 67 6 27,764 11,193 $ 3 1. 5 $ 3 3 . 6 $ 9 7. 3 $64.0

2883 $ 2 58 . 8 9 $ 1 8 9 . 9 9 $ 4 1 3 . 2 1 $ 4 2 9 . 2 5 -8- 33,44 8 4 , 15 6 10,306 $ 20 .6 $ 3 0 . 9 $1 8 0 . 3 $64.7

2984 F 2 50 . 0 0 $ 1 0 8 . 9 0 $ 4 2 5 . 6 1 $ 4 9 0 . 9 7 -0- 3 4 ,4 8 3 3 ,6 6 6 9,438 $18.7 $ 2 8. 3 $1 83 . 4 $65.4

2985 $ ; s e . 9 B $ 1 0 0 . 8 8 $ 4 3 8 . 3 8 $ 56 0 . 1 8 -0- 35 , 7 21 3 , 21 9 8,639 $16.9 $ 2 5. 9 $1 0 7 . 2 $66.7

2996 $2 5 8. 9 8 $1 8 0 . 9 9 $ 4 5 1 . 5 3 $ 6 3 7 . 6 3 -8- 3 7, 138 2 , 78 8 7 ,8 50 $15.1 $ 2 3. 5 $1 1 1 . 4 $68.3

2897 $2 59 . 8 8 $ 1 99 . 9 0 $ 4 6 5 . 0 7 $ 7 2 1 . 1 5 -0- 38 ,4 8 9 2 ,4 0 2 7,843 $13.4 $ 2 1 . 1 $ 1 1 5 . 5 $69.7

2888 $ 2 59 . 8 8 $1 9 0. 0 8 $ 4 7 9 . 8 3 $ 8 2 0 . 6 8 -0- 40 , 3 0 9 2 , 0 5 0 6,359 $11.8 $1 9. 1 $ 1 2 8 . 9 $71.9

2089 $2 59 .98 $1 8 9 . 9 9 $ 4 9 3 . 4 9 $ 9 2 8 . 2 2 -0- 42 ,1 9 4 1,778 5,640 $1 0. 5 $1 6. 9 $ 1 2 6 . 6 $74.0

2818 $2 58 .88 $ 1 80 . 0 0 $ 58 8 .28 $ 1 , 9 4 7 . 8 8 -0- 4 4 ,0 1 2 1,449 4,950 $8.8 $ 1 4. 9 $ 1 3 2 . 0 $76.1

2911 $2 58 . 8 9 $ 1 9 0 . 0 9 $ 5 2 3 . 4 4 -0- 45 ,0 08 1,213 4,243 $7*6 $ 1 2. 7 $1 3 5 . 0 $76.7

2812 $2 58 . 8 8 $ 1 0 9 . 0 0 $ 5 3 9 . 1 5 -0- 45 ,8 00 1, 00 3 3,669 $6 .5 $ 1 1 . 0 $ 1 3 5 . 0 $75.6

2913 $2 58 . 8 8 $ 1 0 8 . 0 9 $ 5 5 5 . 3 2 -0- 45 ,0 0 0 819 3,161 $ 5 . 5 $ 9 . 5 $ 1 3 5 . 0 $74.5

2814 $2 58 . 8 8 $ 1 0 0 . 9 9 $ 5 7 1 . 9 8 -0- 4 5 , 0 0 0 658 2,698 $4 .5 $ 8. 1 $ 1 3 5 . 0 $ 73.5

2815 $2 5 9. 8 0 $ 1 0 0 . 8 8 $ 5 8 9 . 1 4 -0- 4 5, 000 521 2,349 $3.7 $ 7 . 0 $1 3 S . 0 $72.4

2816 $2 58 . 8 9 $ 1 8 9 . 0 0 $ 6 0 6 . 8 2 -8- 4 5, 080 405 1,907 $2.9 $ 5 . 7 $ 1 3 5 . 0 $71.3

2817 $2 58 .98 $ 1 0 0 . 0 0 $ 6 2 5 . 0 2 -0- 4 5, 000 309 1,596 $2,3 $ 4 . 8 $ 1 35 . 9 $71.0

2818 $2 59 .80 $ 1 00 . 0 0 $ 6 4 3 . 7 7 -0- 45 ,000 231 1,320 $1.8 $4 . 8 $ 1 3 5 . 9 $70.7

2819 $2 5 8 . 8 8 $ 1 80 . 0 0 $ 6 6 3 . 0 8 c o n t i n u e s -0- 4 5, 000 169 1,078 $1.3 S3 . 2 $ 1 3 5 . 0 $79.4

2826 $2 5 0. 0 9 $ 1 80 . 0 0 $ 6 8 2 . 9 8 to -9- 45 ,0 00 114 866 $.9 $2 .6 $ 1 3 5 . 0 $70.1

2821 $ 2 50. 88 $ 1 80 . 8 0 $ 7 0 3 . 4 7 i n c r ea s e -0- 4 5, 080 76 686 $ • 6 $ 2 . 1 $ 1 3 5 . 0 $69.9

2822 $ 2 S 9 . 08 $ 1 0 8 . 0 0 $ 7 2 4 . 5 7 -8- 4 5, 000 48 533 $.4 $1 .6 $ 1 3 5 . 0 $69.6

2823 $ 2 58 . 0 0 $ 1 8 0 . 0 0 $ 7 4 6 . 3 1 -0- 4 5, 800 31 487 $ • 3 $ 1 . 2 $ 1 3 5 . 8 $69.3

2871 $ 2 58 . 0 0 $ 1 00 . 8 0 $ 7 6 8 .’0 -0- 4 5, 000 18 304 $.2 $.9 $ 1 3 5 . 0 $69.0

2'25 $ 2 50 . 9 8 $1 9 0 . 0 0 $ 79 1. /6 -0- ,45,000 10 222 $.1 $.7 $ 1 3 5 . 0 $68.7

2826 $2 5 8. 8 0 $ 1 06 . 8 9 $ 8 1 5 . 5 1 -8- 4 5 ,0 0 0 5 150 $.0 $.4 $ 1 3 5 . 0 $68.4

2827 $ 2 50 . 9 8 $ 1 00 . 0 0 $ 8 3 9 . 9 7 -9- 4 5 ,00 0 3 100 $.0 $. 3 $ 1 3 5 . 0 $6S.l

2928 $ 2 S 9 .80 $ 1 80 . 8 9 $ 8 65 .  17 -8- 4 5 ,00 8 1 6 3 $.0 $. 2 $ 1 3 5 . 0 $67.8

' 2829 $2 58 . 8 9 $ 1 00 . 8 8 -0- 4 5 ,9 0 0 41 $.0 $.1 $ 1 3 5 . 0 $67.5

2838 $ 2 59 . 9 9 $ 1 0 0 . 0 0 -0- 4 5 ,0 0 0 24 $.0 $ .1 $ 1 3 5 . 0 $67.2

2831 $2 59 .09 $ 1 00 . 8 0 -0- 4 5 ,0 0 0 13 $.0 $ .0 $1 3 5 . 0 $67.0

2832 $ 2 58 . 8 9 $ 1 0 8 . 0 0 -0- 45 ,0 00 7 $.0 $ .0 $ 1 3 5 . 0 $66.7

2833 $2 59 .88 $ 1 0 8 . 0 0 - 9 - 45 ,9 00 4 $.8 $. 0 $ 1 3 5 . 0 $66.4

2834 $258. 00 $ 1 08 . 0 0 -8- 45 ,000 1 $.8 $.0 $ 1 3 5 . 0 $66.1

KIOTES J

T O T A L  COSTS, 1986-2934: $ 1 ,28 7. 8 $ 1 , 1 3 1 . 0 $ 5 , 4 1 8 . 9 $ 3 , 1 99 . 2

C O N S T A N T  1985 DO LL ARS , 1986-2034: $7 6 4. 3 8 $6 25 .01 $ 1 , 3 9 1 . 1 2 $945.9

P R E S E N T  VALUE , 1986-2934: $6 2 0 . 0 2 $ 4 9 6 . 8 8 $ 8 7 9 . 7 8 $634.9

* Pe rs o n a  65 be fo r e  1986 g r a n d f a t h e r e d  (I.e., s t a i r s t e p p i n g  starts in 1986). An nu al  c o s t s  includ e 
three ye ar s of "f ront l o a d i n g "  ( $2 5.2  in *86, $ 2 6 , 5  In '87, an d $27.7 In ’88).

•• Pe r so n s 65 be fo r e  1992 g r a n d f a t h e r e d  (i.e., s t a i r s t e p p i n g  st arts in FY 1992).

P r e p a r e d  by the D i v i s i o n  of S t r a t e g i c  P l a n n i n g ,  OMU: 1/23/85



Although we think it is important to point out this 
data limitation to policy makers, we do not suggest 
that another set of data be used. Rather, we wish to 
only point out the conservative nature of the 
projections.

C. Cost of the Annuity Proposal

This particular chart shows the cost of the annuity 
program if an average participation rate of 30% is 
achieved, if 100% of each PFD check is deferred if the 
Legislature chooses to subsidize the program for the 
first three years, and if the annuity investment 
achieves a 3% real rate of return. The actual cost of 
the annuity program depends on several variables not 
easily predicted, in addition to population. The value 
of the dividend each year, the amount of subsidy 
provided each year, the cost of administering the 
program, and the real rate of return on the money 
invested all affect the overall cost of the prorram.

For example, if front-loading is provided every year 
and all other assumptions remain the same, the 
additional 50 year cost would be SI.95 billion. Every 
cime a variable is changed, the cost estimate also 
changes.

D. Cost of the Stairstepping Proposal

The stairstepping cost is based on the Adams proposal. 
If stairstepping began immediately, but the age of 
eligibility was only increased every other year, the 
cost of the program would be $1,641.6 billion.

E. Cost of the Means Test Proposal

It is important to point out that under this proposal, 
more elders get the higher bonus until FY 2000. At 
that time, t* » percentage switches, since the value of 
money erodes o^.ar time.

F . Cost of the Status Quo Proposal

The cost of extending the current program for one year 
only would be $50.2 million.

- 1 4 -



C O N C L U S I O N

We realize that the majority of the Governor's Task Force 
favors the annuity proposal, and the majority report 
reflects that. However, we believe that the report dees not 
adequately address some of the problems with that proposal, 
nor does it refute what we see as the advantages of the 
stairstepping and means test proposals. This report is 
intended to provide additional information on all the 
proposals being considered. As the Legislature and the 
Governor begin the process of deciding the future of the 
longevity bonus, we hope the pros and cons of each proposal 
will be serioi sly examined.

Member of the Committee

- 1 5 -





I SENATOR RODEY

FR: ROSE PALMQUIST

3 7 o - « 1 J © ,“ OFFICE 
376-2274 -• HOME

RE: SB 56 LONGEVITY BONUS LEGISLATION

PLEASE KEEP HE INFORMED OF 
ON THIS LEGISLATION* WILL 
F 0 R FIN A L T 7. A T10 N ? WIL I...
CAN BE SUPPLIED TO ME

JUDICIARY COMMIT!! 
THERE BE ANY TYPE

:e  m e e t i n g s  s ;
OF "WRAP-UP"

HEDULED 
MEETING

APPRECIATE ANY AND ALL INFORMATION WHICH 
BY YOUR JUDICIARY CO MMITTEE STAFF ON THE

..ONGEVITY B 0 NUS LEGISL A T 1 0U -
" • *  » • /  u /  11/  11/  11/  1/

.1 /u  / II .’1. /II /II /II /«*

EON



State of Alaska
COMMITTEES

HOUSE HEALTH . EDUCATION 
AND SOCIAL SERVICES 

(Co-Chairman)
HOUSE JUDICIARY 

HOUSE COMMUNITY AND 
REGIONAL AFFAIRS

" 'N

Representative Max F. Gruenberg, Jr.
District 11 

Spenard, Upper Midtown Anchorage

POUCH V 
JUNEAU . ALASKA 99811 

(907) 465-1968

914 CLAY COURT 
ANCHORAGE , ALASKA 99503 

(907) 276-6844

February 18, 1985

Dear Colleague:

Joe Russo, a constituent who is President of Anchorage Sourdough 
Chapter 533 of the American Association of Retired Persons, Inc., has 
requested that I share with you the enclosed letter to Governor Sheffield 
dated January 31, 1985, concerning the longevity bonus. As outlined in 
that letter, on January 16, Chapter 533 passed a resolution in support of 
the longevity bonus proposal recommended by the State Special Committee 
on the Alaska Longevity Bonus Program, rather than a program with a 
"needs" basis.

A copy of the Chapter's January 31, 1985 letter to Governor Sheffield is 
attached.

Thank you for your consideration f̂ that letter.

MFG/ke
Ends.



ANCHORAGE SOURDOUGH CHAPTER #533

January 31, 1985

State of Alaska 
Office of the Governor 
Pouch V
Juneau, Alaska 99811

Honorable Governor Sheffield:

Dear Sir:

At the January 16, 1985 monthly meeting of Anchorage Sourdough 
Chapter ^533 of the American Association of Retired Persons 
the current issues on the longevity bonus were discussed, in 
fact discussed rather vigorously and emphatically on certain 
points.

A resolution was passed bv the chapter ir. support of Mr. Ha"" ads 
version of the solution to the problem rather than base eligibilitv 
on a needs basis.

Sourdough Chapter enioys an active membership of 300 members. It is 
our hope you w’ill please give the above vour consideration.

Respectfully,

H a z e l  E. H a r r i s  (Mrs.) 

C o r r e s n o n d i n g  S e c r e t a r y

c c :

S e n a t o r  D o n  Eenr.ett 

Ren. P<en O r u s s e n n o r f



“

Public E m ployees' R elirem ent S /S le m

i Teacnefs" Retirem ent System  

Judicial R etirem ent System  

Ejected Public O ffic e 's  R etirem ent System  

Nai>on«ii G uard Retirem ent System  

Territorial R etirem ent System

Retirees V oluntary D entai-V ision A udio Plan

DIVISION O F  RETIREM ENT & BENEFITS  
PLEASE REPLY TO:

DEPARTMENT OF ADMINISTRATION Supplem ental B en efits  System  

Group H e a itrv tite  insurance B en efits  

Deterred C om pe n sa tio n  Plan

Public Em ployers S oc ial Security C on tributions

□ PO U CH  C R  (MS 0203) 
JUNEAU, ALASKA 99B11 
PHONE (907)465-4460

□ 2600 DENALI ST. SUITE 401 
ANCHORAGE, ALASKA 99503 
PHONE (907) 277-7504

Bill Sheffield, Governor

(907) 4 6 5-4470

Fe b r u a r y  1, 1985

The H o n o r a b l e  Jan Faiks and J ohn Sack e tt  

Cochair

Senate Fina n c e  C o m m i t t e e 

Pouch V

Juneau, A K  99811

Dear S e n a t o rs  Faiks and Sackett:

At the S en a t e  State A f f a i r s C o m m i t t e e  m e e t i n g  held J a n u a r y  29 on Senate 

Bill 56, I was asked to reduce an o b s e r v a t i o n  to w r i t i n g  and d i r e c t  it to 

the Sen a t e  Finance Committee. Since SB 56 has als o  been r e f e r r e d  to the 

Senate J u d i c i a r y  C o m m i t t e e,  I am p r o v i d i n g  t h e m  w it h  a copy of this 

letter.

As it is c u r r e n t l y  d r afted, SB 56 allows peo p l e  w h o  reach the age of 65 on

or a f t e r  J a n u a r y  1, 1986 to d r a w  an a n n u i t y  b e n ef i t  and, at the same time,

c o n tinue to receive additional a n n u i t y  shares in lieu of cash p e r m a ne n t  

fund dividends. The p u r p o s e  of this c o n t i n u e d  p a r t i c i p a t i o n  is a p p a r e n t l y  

to en s ur e  that those pers o n s  can add t h e i r  a n n u i t y  payment to t h e ir

l o ngevity bonus payment and not suf fe r  any  red u c t io n  f r o m  y e a r  to year.

This pro v i si o n  does a llow a n n u i t y  recip ie n t s  to b e n e f i t  f r o m  an y  "front 

loading" w h i c h  ma y  o c c u r  a f t e r  t h e i r  a n n u i ti e s  com m e n c e ,  but it makes the 

p r o g r am  m o r e  d i f f i c u lt  to a d m i n i s t e r  and understand.

Each a n n u i t y  recipient's b e n e f it  will have to be r e c om p u t e d  each y e a r  to 

reflect any additional a n n u i t y  shares or f ront loading. This m akes it 

impractical to util i ze  an i n d e p e n d e n t  a n n u i t y  c a r r i e r  and i n dicates 

in-house issuance of checks and e a r ni n g s  statements.

Fixing a n n u i t y  payments at the tim e  they c o m m e n c e  w o u l d  not o nl y  s i m p l i f y  

payment a d m i n i s t r a t io n ,  but w o u l d  also lend it s e l f  to a l l o wi n g  a nn u i t a n t s  

to c h o o s e  forms of paym e n t  o t h e r  than the single life annuity. A n n u i t a n t s  

could s e l e c t  a j oint and s u r v i v o r  option or o t h e r  f o r m  o f  p a y m en t  at the 

time a n n u i t y  p a y ments c o m me n c e d  w i t h o u t  c r e a t i ng  p r o b l e ms  for  the program. 

The Se n a te  State A f f a ir s  C o m m i t t e e  res p o n d e d  to a c o n s i d e r a b l e  am o u n t  of 

t e s t i m o n y  in f a v o r  of a l l o w i n g  b e n e f i c i a r i e s  to receive d e f e r r e d  p e r m a n e n t

fund d i v i d e n d s  w h e n  a p a r t i c i p a n t  dies bef o r e  r e a ching age 65. I b e l i ev e

that p r e s s u r e  to prov i d e  f o r  b e ne f i c i a r i e s  of those w h o  die s h o r t l y  a f t e r  

reaching age 65 will i n c rease o v e r  time as people p a r t i c i p a t e  in and

under s ta n d  the program. It w o u l d  be v ery d i f f i c u l t  to e x p l a i n to a 64 

y e a r - ol d ,  t e r m i n a l l y  ill, person w i t h  two y e a r s  to live wh o  had

part i c i p a t e d in the p r o g r a m  f o r  several y e a r s  that there was no w a y  in 

which e i t h e r  that person o r  his or her fa m i l y  co u l d  b e n e f it  f r o m  those 

co n tributions.

02-B 4LH Note: Please Include Your SociaJ Security Number In All Correspondence & Requests Concerning Your Benefits.



The H o n o r a b l e  Jan Faiks and John S a c k e t t  

F e b r u a r y  1, 1985 

Page 2

T h e r e  a p p e a r  to be several a l t e r n a t i v e s  to c o n t i n u e d  p a r t i c i p a t i o n  w h i c h  

w o u l d  a l l o w  fixing the a n n u i t y  at the time p a y ments began. £11 

a l t e r n a t i v e s  w o u l d  r e q u i re  that those r e c e i v in g  a n n u i ti e s  take t h e i r  

p e r m a n e n t  fund div i d e nd s  in the f o r m  of cash to s u p p l e m e n t  t h e i r  a n n u i t i e s  

and any l o n ge v i t y  bonus payments. If no change w e r e  m a d e  in the wa y

l o n g e v i t y  bonus payments are com p u t e d,  in SB 56, a r e c i p i e n t  w o u l d  not

b e n e f i t  f r o m  front load i n g  a f t e r  payments began and m i g h t  not at ta i n  the 

full c o m b i n e d value. Or, L o n g e v i t y  B onus payments could be r e d u c ed  only 

by the m a x i m u m  a n n u i t y  a v a i l a b l e  to a 6 5 - y e a r - o l d  at the time p a yments 

b egin and not reduced further. This second a p p roach w o u l d  i n c rease 

L o n g e v it y  Bonus costs but w o u l d  p r e s u m a b l y  d e c r ea s e  f ront l oa d i n g  costs. 

As a final example, L o n g e v i t y  Bonus payments m i g h t  be redu c e d  by the 

m a x i m u m  a n n u i t y  a v a i l a b l e  at the time p a y ments c o m m e n c e d  plus one twel f t h  

o f  the previ o u s  y e a r ' s  p e r m a n e n t  fund dividend.

I raised this point in the S e n a t e  S t a te  Affa i rs  Comm i t t ee ,  not as an

advocate, but because a n u m b e r  of the people a n a l y z i n g  SB 56 had been

confused. This is a key el e m e n t  in the s t r u c t ur e  of the p r o g r a m  and 

l e g i s l a t i v e  intent should be clear.

Please let me kno w if y o u  w o u l d  like a n y f u r t h e r  information.

JKH/ p l g

cc: Th e  H o n o r a b l e  M itch A b o o d

C h a i r m a n  of Senate S ta t e  A f f a i r s  C o m m i t t e e

^ /Fhe H o n o r a b l e  Pat Rodey 

C h a i rm a n  of J u d i c i a r y  A f f a i r s  C o m m i t t e e

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

Rebecca Burch 

Special A s s i s t a n t  to 

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

G regg Erickson 

P r i n c i p l e  A n a l y s t  

D i v i s i o n  of S t r a t e g i c  P l a n ni n g  
O f f i c e  of M a n a g e m e n t  & B ud g e t

S i n c e r e l y ,

J.K. H u m phreys 

D i r e c t o r



C O M P A R I S O N  O F  A L B  A L T E R N A T I V E S

P A Y M E N T S -------

( m i l l i o n s )
r e c D  e c c n p f ' t  a r

I S C A L A L B  T O M A X I M U M A L B  T O M A X I M U M

O tr C.V- 1 n u

C O M M I T T E E
Y E A R P E R S O N S  6 5 P O S S I B L E R E S I D U A L P E R S O N S  6 5 P O S S I B L E R E S I D U A L A N N U I T Y S T A I R S T E P C U R R E N T

B E F O R E  1 9 8 6 A N N U I T Y A L B B E F O R E  1 9 8 6 A N N U I T Y A L B B I L L * C S S B - 5 6 * B I L L * * L A W

1 9 8 6 $ 2 5 0 . 0 0 $ . 0 0 $ 2 5 0 . 0 0 $ 2 5 0 . 0 0 $ . 0 0 $ 2 5 0 . 0 0 $ 5 0 . 2 $ 5 0 . 2 $ 5 0 . 2 $ 5 0 . 2
1 9 8 7 $ 2 5 7 . 5 0 S 1 1 . 9 2 $ 2 4 5 . 5 8 $ 2 5 7 . 5 0 $ 1 1 . 9 2 $ 2 4 5 . 5 8 $ 7 9 . 6 $ 7 9 . 6 $ 5 3 . 3 $ 5 3 . 3
1 9 0 8 $ 2 6 5 . 2 3 $ 2 4 . 8 6 $ 2 4 0 . 3 7 $ 2 6 5 . 2 3 $ 2 4 . 7 1 $ 2 4 0 . 5 2 S 8 4 . 7 $ 8 4 . 7 $ 5 6 . 3 $ 5 6 . 3
1 9 8 9 $ 2 7 3 . 1 8 $ 3 9 . 0 5 $ 2 3 4 . 1 3 $ 2 7 3 . 1 8 $ 3 8 . 3 8 $ 2 3 4 . 3 0 $ 8 9 . 5 $ 8 9 . 5 $ 5 9 . 5 $ 5 9 . 5
1 9 9 0 $ 2 8 1 . 3 8 $ 4 6 . 9 4 $ 2 3 4 . 4 4 $ 2 8 1 . 3 8 $ 4 5 . 5 5 $ 2 3 5 . 8 3 $ 6 5 . 8 $ 6 5 . 9 S 6 2 . 7 $ 6 2 . 7
1 9 9 1 $ 2 8 9 . 8 2 $ 5 6 . 2 7 $ 2 3 3 . 5 5 $ 2 8 9 . 8 2 $ 5 3 . 9 7 $ 2 3 5 . 8 5 $ 6 9 . 2 $ 6 9 . 5 $ 6 5 . 7 $ 6 5 . 7
1 9 9 2 $ 2 9 8 . 5 1 $ 6 7 . 2 1 $ 2 3 1 . 3 0 S 2 9 B . 5 1 $ 6 3 . 7 9 $ 2 3 4 . 7 2 $ 7 2 . 2 $ 7 2 . 7 $ 6 2 . 5 $ 6 8 . 5
1 9 9 3 $ 3 0 7 . 4 7 $ 7 9 . 9 3 $ 2 2 7 . 5 4 $ 3 0 7 . 4 7 $ 7 5 . 2 1 $ 2 3 2 . 2 6 $ 7 5 . 0 $ 7 5 . 8 $ 5 9 . 7 $ 7 1 . 6
1 9 9 4 $ 3 1 6 . 6 9 $ 9 4 . 6 7 $ 2 2 2 . 0 2 $ 3 1 6 . 6 9 $ 8 8 . 4 3 $ 2 2 8 . 2 6 $ 7 7 . 0 $ 7 8 . 1 $ 5 6 . 5 $ 7 4 . 4
1 9 9 5 $ 3 2 6 . 1 9 $ 1 1 1 . 7 3 $ 2 1 4 . 4 6 $ 3 2 6 . 1 9 $ 1 0 3 . 7 2 $ 2 2 2 . 4 7 $ 7 8 . 6 $ 8 0 . 3 $ 5 3 . 8 $ 7 7 . 7
1 9 9 6 $ 3 3 5 . 9 8 $ 1 3 1 . 5 3 $ 2 0 4 . 4 5 $ 3 3 5 . 9 8 $ 1 2 1 . 3 7 $ 2 1 4 . 6 1 $ 7 9 . 0 $ 8 1 . 3 $ 5 0 . 6 5 3 0 . 6
1 9 9 7 $ 3 4 6 . 0 6 $ 1 5 4 . 2 0 $ 1 9 1 . 8 6 $ 3 4 6 . 0 6 $ 1 4 1 . 4 4 S 2 0 4 . 6 2 S 7 7 . 9 $ 8 1 . 0 $ 4 7 . 5 $ 8 3 . 1
1 9 9 8 $ 3 5 6 . 4 4 $ 1 8 0 . 1 3 $ 1 7 6 . 3 1 $ 3 5 6 . 4 4 $ 1 6 4 . 3 3 $ 1 9 2 . 1 1 $ 7 5 . 8 S 7 9 . 9 $ 4 4 . 8 $ 8 6 . 0
1 9 9 9 $ 3 6 7 . 1 3 $ 2 0 9 . 7 6 $ 1 5 7 . 3 7 S 3 6 7 . 1 3 $ 1 9 0 . 3 9 $ 1 7 6 . 7 4 $ 7 1 . 9 $ 7 7 . 3 $ 4 1 . 9 $ 8 8 . 7
2 0 0 0 $ 3 7 8 . 1 5 $ 2 4 3 . 5 2 $ 1 3 4 . 6 3 $ 3 7 8 . 1 5 $ 2 1 9 . 9 7 $ 1 5 8 . 1 8 9 6 6 . 2 $ 7 3 . 2 $ 3 9 . 1 $ 9 1 . 5
2 0 0 1 $ 3 8 9 . 4 9 $ 2 8 1 . 9 2 $ 1 0 7 . 5 7 $ 3 8 9 . 4 9 $ 2 5 3 . 4 3 $ 1 3 6 . 0 6 $ 5 8 . 3 $ 6 7 . 3 $ 3 6 . 3 $ 9 4 . 4
2 0 0 2 $ 4 0 1 . 1 8 $ 3 2 5 . 3 4 S 7 5 . 8 4 $ 4 0 1 . 1 8 $ 2 9 1 . 0 7 $ 1 1 0 . 1 1 $ 4 7 . 8 $ 5 9 . 2 $ 3 3 . 6 S 9 7 . 3
2 0 0 3 $ 4 1 3 . 2 1 $ 3 7 4 . 2 6 $ 3 8 . 9 5 $ 4 1 3 . 2 1 $ 3 3 3 . 3 1 $ 7 9 . 9 0 $ 3 4 . 3 $ 4 8 . 7 S 3 0 . 9 $ 1 0 0 . 3
2 0 0 4 $ 4 2 5 . 6 1 $ 4 2 9 . 2 5 $ . 0 0 $ 4 2 5 . 6 1 $ 3 8 0 . 6 4 $ 4 4 . 9 7 $ 1 8 . 7 $ 3 5 . 4 $ 2 8 . 3 $ 1 0 3 . 4
2 0 0 5 $ 4 3 8 . 3 8 $ 4 9 0 . 9 7 $ . 0 0 $ 4 3 8 . 3 8 $ 4 3 3 . 5 3 $ 4 . 8 5 $ 1 6 . 9 $ 1 8 . 8 $ 2 5 . 9 $ 1 0 7 . 2
2 0 0 6 $ 4 5 1 . 5 3 $ 5 6 0 . 1 8 $ . 0 0 $ 4 5 1 . 5 3 $ 4 9 2 . 6 0  - $ . 0 0 $ 1 5 . 1 $ 1 5 . 1 S 2 3 . 5 $ 1 1 1 . 4
2 0 0 7 $ 4 6 5 . 0 7 $ 6 3 7 . 6 3 $ . 0 0 $ 4 6 5 . 0 7 $ 5 5 8 . 4 3 $ . 0 0 $ 1 3 . 4 $ 1 3 . 4 $ 2 1 . 1 $ 1 1 5 . 5
2 0 0 8 $ 4 7 9 . 0 3 $ 7 2 4 . 1 5 $ . 0 0 $ 4 7 9 . 0 3 $ 6 3 1 . 6 6 $ . 0 0 $ 1 1 . 8 $ 1 1 . 8 $ 1 9 . 1 $ 1 2 0 . 9
2 0 0 9 $ 4 9 3 . 4 0 $ 8 2 0 . 6 8 $ . 0 0 $ 4 9 3 . 4 0 $ 7 1 3 . 4 0 $ . 0 0 $ 1 0 . 5 $ 1 0 . 5 $ 1 6 . 9 $ 1 2 6 . 6
2 0 1 0 $ 5 0 8 . 2 0 $ 9 2 8 . 2 2 $ . 0 0 $ 5 0 8 . 2 0 S 8 0 3 . 3 2 $ . 0 0 5 8 . 8 $ 8 . 8 $ 1 4 . 9 $ 1 3 2 . 0
2 0 1 1 $ 5 2 3 . 4 4 $ 1 , 0 4 7 . 8 8 S . 0 0 $ 5 2 3 . 4 4 $ 9 0 3 . 3 8 $ . 0 0 $ 7 . 6 $ 7 . 6 $ 1 2 . 7 $ 1 3 5 . 0
2 0 1 2 $ 5 3 9 . 1 5 $ . 0 0 $ 5 3 9 . 1 5 S . 0 0 $ 6 . 5 $ 6 . 5 $ 1 1 . 0 $ 1 3 5 . 0
2 0 1 3 $ 5 5 5 . 3 2 $ . 0 0 $ 5 5 5 . 3 2 $ . 0 0 $ 5 . 5 $ 5 . 5 $ 9 . 5 $ 1 3 5 . 0
2 0 1 4 $ 5 7 1 . 9 8 $ . 0 0 $ 5 7 1 . 9 8 $ . 0 0 $ 4 . 5 $ 4 . 5 $ 8 . 1 $ 1 3 5 . 0

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

2 0 1 6 $ 6 0 6 . 8 2 $ . 0 0 $ 6 0 6 . 8 2 $ . 0 0 S 2 . 9 $ 2 . 9 S 5 . 7 $ 1 3 5 . 0

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

2 0 1 8 $ 6 4 3 . 7 7 $ . 0 0 $ 6 4 3 . 7 7 $ . 0 0 $ 1 . 8 S I . 8 $ 4 . 0 $ 1 3 5 . 0

> 0 1 9 $ 6 6 3 . 0 8 c o n t i n u e s $ . 0 0 $ 6 6 3 . 0 8  c o n t i n u e s $ . 0 0 S I . 3 S I . 3 $ 3 . 2 $ 1 3 5 . 0
>0 20 $ 6 8 2 . 9 8 t o $ . 0 0 $ 6 8 2 . 9 8 t o $ . 0 0 S . 9 $ . 9 $ 2 . 6 $ 1 3 5 . 0

:o2i $ 7 0 3 . 4 7 i n c r e a s e S . 0 0 $ 7 0 3 . 4 7 i n c r e a s e $ . 0 0 $ . 6 $ . 6 $ 2 . 1 $ 1 3 5 . 0

:022 $ 7 2 4 . 5 7 $ . 0 0 $ 7 2 4 . 5 7 $ . 0 0 $ . 4 $ . 4 $ 1 . 6 $ 1 3 5 . 0

:023 $ 7 4 6 . 3 1 $ . 0 0 $ 7 4 6 . 3 1 $ . 0 0 $ . 3 $ . 3 $ 1 . 2 $ 1 3 5 . 0

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

0 2 5 $ 7 9 1 . 7 6 $ . 0 0 $ 7 9 1 . 7 6 $ . 0 0 $ . 1 $ . 1 $ . 7 3 1 3 5 . 0

0 2 6 $ 8 1 5 . 5 1 $ . 0 0 $ 8 1 5 . 5 1 $ . 0 0 $ . 0 $ . 0 $ . 4 $ 1 3 5 . 0

0 2 7 $ 8 3 9 . 9 7 $ . 0 0 $ 8 3 9 . 9 7 $ . 0 0 $ . 0 $ . 0 $ . 3 $ 1 3 5 . 0

0 2 8 $ 8 6 5 . 1 7 $ . 0 0 $ 8 6 5 . 1 7 $ . 0 0 $ . 0 $ . 0 $ . 2 $ 1 3 5 . 0

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

0 3 0 $ . 0 0 $ 9 1 7 . 8 6 $ . 0 0 $ . 0 $ . 0 $ . 1 $ 1 3 5 . 0

0 3 1 $ . 0 0 S 9 4 5 . 4 0 $ . 0 0 $ . 0 $ . 0 $ . 0 $ 1 3 5 . 0

0 3 2 $ . 0 0 $ 9 7 3 . 7 6 $ . 0 0 $ . 0 $ . 0 $ . 0 $ 1 3 5 . 0

3 3 3 $ . 0 0 S I , 0 0 2 . 9 7 $ . 0 0 $ . 0 S . O $ . 0 $ 1 3 5 . 0

134 $ . 0 0 $ 1 , 0 3 3 . 0 6 $ . 0 0 $ . 0 S . 0 $ . 0 $ 1 3 5 . 0

T O T A L  C O S T S , 1 9 8 6 - 2 0 3 4 . $ 1 , 3 8 7 . 2 $ 1 , 4 6 6 . 8 $ 1 , 1 3 1 . 0 $ 5 , 4 1 8 . 9

C O N S T A N T 1 9 8 5  D O L L A R S , 1 9 8 6 - 2 0 3 4 ; $ 8 0 5 . 3 2 $ 8 3 6 . 9 $ 6 2 5 . 0 1 $ 1 , 3 9 1 . 1 2

P R E S E N T  V A L U E , 1 9 8 6 - 2 0 3 4 s $ 6 4 5 . 8 2 $ 6 6 6 . 3 $ 4 9 6 . 8 8 $ 8 7 9 . 7 8

S:

r s o n s  6 5  b e f o r e ! 1 9 8 6  g r a n d f a t h e r e d ( i . e . ,  s t a i r s t e p p i n g  s t a r t s  in 1 9 8 6 ) .  A n n u a l  c o s t s  i n c l u d e

t h r e e  y e a r s o f  " f r o n t l o a d i n g " ( $ 2 5 . 2  i n  > 87 , $ 2 6 . 5  i n > 8 8,  a n d $ 2 7 . 7  in 1 89) .

e r s o n s  6 5  b e f o r e  1 9 9 2  g r a n d f a t h e r e d  ( i . e . ,  s t a i r s t e p p i n g s t a r t s  in F Y  1 9 9 2 )  .

a r e d  b y  t h e  D i v i s i o n  o f  S t r a t e g i c  P l a n n i n g ,  O M B ;  2 /  7 / 3 5

!
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SB 56 Notes/2-11-85

1) Plan the hearings so that the committee can consider the major 
issues separately, and so that the public (through TV and other media) 
can consider this complex issue in bite-size portions. A possible order 
of presentation:

* background/history/recommendations of the longevity bonus 
task force, including the majority and minority reports;

* annuity proposal, by itself, as an investment;
* impact on low-income persons and public assistance;
* grandfathering of present recipients/phase out alternatives

and costs; * teleconference or on-the-road hearings;
* mark-up of committee substitute.

2) Keep in mind the goal: achieve significant consensus among the 
House and Senate leadership and the Governor's office on how to deal with 
this problem before moving the bill to Senate Finance.

3) Items to consider for each of the hearings. Hearing //l: background/ 
history/recommendations of the longevity bonus task force, including the 
majority and minority reports.

* people to testify:
- bill sponsor/Bill Ray
- committee staff/Jon Tillinghast/Paula Scavera/Mil Zahn
- chairman of Senate State Affairs Committee/Mitch Abood
- Governor Sheffield
- Representative Adams
- spokesmen for the two reports/Tillinghast & Vogt vs. Cutler 
and Hubbard

* purpose:
- to give the bill sponsor the opportunity to make his case
- to set the stage for later hearings
- to provide an overview of the major issues
- to present Judiciary plan for handling this issue
- to give the Governor a chance to redeem himself

* objectives
- alot of press
- public understanding of major items of discussion
- agreement on a bottom line (grandfathering)
- demonstrate to committee members that the Judiciary approach 
will be a fair, dispassionate and thorough one.

4) Items to consider for Hearing //2: annuity proposal, by itself, as 
an investment.

-  ’V '
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* purpose:
- to present the annuity proposal from the perspective 

of the potential investor (the individual and the State);

/*
* objectives:

- explain the basic features of the annuity proposal
* Tillinghast
* question and answer memo from Judiciary staff 

(see addendum)
- present the annuity as one alternative in the world of 
retirement planning investment options

* representatives fron the private sector such as 
insurance agents, financial planners

* Humphries from Division of Retirement
- explain tax considerations

* task force tax counsel
- explain administrative considerations

* Milt Barker/Treasury
* J.K. Humphries/R(:Li^ement and Benefits
* Ervin Jones/Administrative Services 
-̂feeu-Keller/PioReterŝ —Benefits 
-̂Sally-Sraifeh/Pablie-Serviees

- explain impact on dividend program
* Sally Smith

- explain impact on longevity bonus program

5) Items to consider for Hearing #3: impact on low-income persons 
and public assistance

* purpose:
- to make it clear to committee members and the public that

the final solution must not have negative effects on poor people;
* objectives:

- to get consensus on passage of hold harmless legislation;
- to have Rod Betit and John Pugh explain in simple English

what the situation is for poor people now and in the future
- compare with the hold harmless law regarding PFD's.

6) Hearing #4: phase-out alternatives/grandfathering/costs

* purpose:
- to make it clear that all plans would grandfather present

recipients;
- to make it clear that all plans contain some element of

phase out;
- to describe the different methods of phase out, including costs.

* objectives:

- have House Research run their numbers on various alternatives
- have Ai Adams or Louann Cutler explain stair-stepping
- get the cost discrepancies between the various plans on the table
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7) Question and Answer Memo from Judiciary staff to PMR regarding 
SB 56 annuity.

* What is SB 56?

* What is an annuity?

* How does this annuity compare withannuities you can buy in 
the private sector? (see attachment)

* As a potential investor, why would I want to invest my money in
this plan?

* How does an annuity fit into the average person's retirement
planning?

* What would be the advantage of establishing the annuity plan?

* What would be the disadvantages of establishing the annuity plan?

* What are the objections to the annuity proposal?

* What are the major issues involved here?

* Are there any alternatives to the annuity?

* Is SB 56 a tax-deferred annuity?

* What does tax-deferred mean?

* But won't I end up paying more taxes in the future?

* Wien do I pay taxes?

* Can't I get a higher interest rate elsewhere on my savings?

* Is there any government insurance on an annuity ( like the 
FDIC, for example)? use the Baldwin example

* What will the State annuity program do with my money?

* Is my yield guaranteed?

* How will I know my balance?

* Are there any fees?

* Can I make early withdrawals?

* Is this a better investment than an IRA or Keogh?
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* Will the annuity be fixed or variable?

* What if I want to change my investment in the future?r~

* But what if I have an emergency, can I get my investment?

* What does this have to do with my dividend from the Permanent Fund?

* What does this have to with the longevity bonus?

* Is switching allowed in my annuity account? (see Compass II pros.)

* What mortality table will be used to determine the annuity 
payment rates?

* How much will it cost to administer this program, and what is 
the funding source?

8) Other points:

* use charts and graphs

* contact life insurance agents and get up-to-date real life 
annuity plans;

* tax-deferred annuity - the two words go together, don't they?

* major issues:

- who will benefit from the annuity
- " " " " " front-loading
- effect on OAA and Medicaid
- front-loading
- changing the dividend program
- using the money in the undistributed income account
- tax status
- participation rate.

* consider advocating a statewide vote at the next general 
election on the question of changing the dividend program.

* SB 56 would have the State subsidize individual annuity accounts 
heavily for pre-65 year olds and less down to 18 year olds (nothing for 
younger persons or over 65's).

* the provision that will change the dividend form so that unless 
the person checks cash, he will receive annuity credit, will cause huge 
administrative problems (Sally Smith had 1.5 million phone calls on the 
Zenith line in FY 84 - this does not include local calls or walk-ins.
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* * What is the relevance of the 3% escalator?

* Regarding participation rate, SB 56 only works if the particiapation
rate is high. Without high participation, there will still be huge 
demands on the general Fund in future years ( and even if participation
is high, the people who choose not to participate will be exactly the 
the people who are likely to need State help the most.

* The lack of favorable tax consideration after the front loading is
a major defect.

*



T h e  A l a s k a  P e r m a n e n t  F u n d  a n d  M a n a g e m e n t  of A l a s k a 1s W e a l t h

March 5, 1980

T h i s  i n f o r m a t i o n  is p r o v i d e d  b y  R e p r e s e n t a t i v e  H u g h  M a l o n e ,  c h a i r m a n  

o f  t h e  H o u s e  S p e c i a l  C o m m i t t e e  o n  the P e r m a n e n t  F u n d  a n d  a m e m b e r  of 

t h e  f r e e  c o n f e r e n c e  c o m m i t t e e  o n  the P e r m a n e n t  F und.

T h e  A l a s k a  P e r m a n e n t  F u n d  w a s  e s t a b l i s h e d  b y  t h e  v o t e r s  i n  1 9 7 6  to 

• r e c e i v e  a t  l e a s t  25% o f  a l l  m i n e r a l  r o y a l t i e s  a n d  b o n u s e s .  W h a t  this 

m e a n s  in  r e a l  t e r m s  is t h a t  a p p r o x i m a t e l y  on e  o u t  o f  e v e r y  e i ^ i t  d o l­

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

P e r m a n e n t  F u n d .  T h e  f u n d  c u r r e n t l y  c o n t a i n s  a b o u t  $ 3 5 0  m i l l i o n  a n d  

is e a r n i n g  i n t e r e s t  o f  o v e r  11%. It is b e i n g  i n v e s t e d  b y  t h e  D e p a r t m e n t  

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

i n t o  t h e  g e n e r a l  fund. T h e  l e g i s l a t u r e  h a s  y e t  to d e c i d e  j u s t  h o w  

t h e  P e r m a n e n t  F u n d  s h a l l  b e  i n v e s t e d  a n d  m a n a g e d  o v e r  t h e  l o n g - r u n .

A  f r e e  c o n f e r e n c e  c o m m i t t e e ,  o f  t h r e e  H o u s e  a n d  t.hree S e n a t e  m e m b e r s ,  

is p r e s e n t l y  m e e t i n g  i n  a n  a t t e m p t  to r e a c h  a g r e e m e n t  o n  P e r m a n e n t  

F u n d  l e g i s l a t i o n .

A l a s k a  t o d a y  is in t h e  u n i q u e  p o s i t i o n  o f  h a v i n g  e n o u g h  m o n e y  to a d e­

q u a t e l y  p r o v i d e  g o v e r n m e n t a l  s e r v i c e s ;  to c o n s t r u c t  n e e d e d  c a p i t a l  

p r o j e c t s ;  to e l i m i n a t e  t h e  p e r s o n a l  i n c o m e  tax, e x p a n d  l o a n  o p p o r t u n­

ities ,  a n d  r e t u r n  a s h a r e  o f  t h e  o i l  w e a l t h  to A l a s k a n s  as d i v i d e n d s ;  

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

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

v e n u e s ,  t h e y  c a n  go a l o n g  w a y  t o w a r d s  h e l p i n g  s t a b i l i z e  the A l a s k a n  

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



f u t u r e .

Q. W h a t  a r e  t h e  b a s i c  c o m p o n e n t s  o f  t h e  H o u s e  P e r m a n e n t  F u n d  b i l l  

(HCS f o r  SB 1 6 1 ) ?

A. T h e  H o u s e  b i l l  f o c u s e s  o n  t h e  m a n a g e m e n t  o f  t h e  P e r m a n e n t  F u n d  

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

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

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

T h e s e  i n v e s t m e n t s  h a v e  b e e n  d e s c r i b e d  as " s q u e a k y  c o n s e r v a t i v e . "

T h e  H o u s e  a l s o  d e c i d e d  t h a t  t h e  f u n d ,  b e c a u s e  o f  i t s  f u n d a m e n t a l l y  

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

m o n e y  f o r  d a y - t o - d a y  u s e  b y  t h e  s t a t e - -  t h e  D e p a r t m e n t  o f  R e v e n u e —  

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

g o v e r n m e n t .  T h e  p r o p o s e d  P e r m a n e n t  F u n d  C o r p o r a t i o n ,  w i t h  i t s  o w n  

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

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

B u d g e t  a n d  A u d i t  C o m m i t t e e  to o v e r s e e  a l l  l e n d i n g  a n d  i n v e s t m e n t  f u n c­

t i o n s  of the sta t e ,  i n c l u d i n g  t h o s e  o f  t h e  Pc ."nanent F u n d  C o r p o r a t i o n .

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

F u n d ?

A. T h e  H o u s e  b i l l  w o u l d  r a i s e  t h e  c o n t r i b u t i o n  l e v e l  to t h e  P e r m a n e n t  

F u n d  f r o m  t h e  c u r r e n t  25% to 50% o f  a l l  b o n u s e s ,  2 5 %  o f  r o y a l t i e s  

f r o m  e x i s t i n g  l e a s e s ,  a n d  50% o f  r o y a l t i e s  f r o m  n e w  l e a s e s .  I t ' s  

i m p o r t a n t  to r e m e m b e r  t h a t  50% o f  b o n u s e s  a n d  r o y a l t i e s  a c t u a l l y  

.> m e a n s  a b o u t  25% o f  a l l  o i l  r e v e n u e s ,  so th a t  t h r e e - q u a r t e r s  o f  s t a t e  

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

m e n t a l  p u r p o s e s .



Q. W h a t  w o u l d  b e  the a d v a n t a g e s  o f  i n v e s t i n g  t h e  P e r m a n e n t  F u n d  

a c c o r d i n g  to t h e  H o u s e  p l a n ?

A. T h e  P e r m a n e n t  F u n d ,  i f  i n v e s t e d  as an " i n v i o l a t e  t r u s t , "  w o u l d  

b e  j u s t  as s e c u r e  as p o s s i b l e  a n d  w o u l d  r e t u r n  s u b s t a n t i a l  e a r n i n g s  

to A l a s k a n s .  B e c a u s e  t h e  i n v e s t m e n t s  w o u l d  b e  d i v e r s i f i e d  a n d  w o u l d  

n o t  r i s e  a n d  f a l l  w i t h  A l a s k a ' s  e c o n o m y ,  t h e  e a r n i n g s  w o u l d  be-:stable. 

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

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

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

i n g  t h e  s t a t e ' s  e c o n o m y  i n  o t h e r  w a y s  as w e l l .  L o a n  p r o g r a m s ,  c a p i­

t a l  p r o j e c t s ,  t a x  r e p e a l s  o r  r e f u n d s —  all t h e s e  c a n  b e  t a k e n  c a r e  

o f  t h r o u g h  t h e  g e n e r a l  fund.*

Q. U n d e r  t h e  H o u s e  p lan, w h a t  w o u l d  h a p p e n  to t h e  f u n d ' s  e a r n i n g s ?

A. T h e  e a r n i n g s  w o u l d  f l o w  i n t o  t h e  g e n e r a l  fund, j u s t  as t h e y  do 

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

t h e  e a r n i n g s .  P a y i n g  t h e m  as d i v i d e n d s  to t o d a y ' s  A l a s k a n s  is o n e  

i dea.

Q. H o w  d o e s  t h e  H o h m a n  b i l l  (SB 1) d i f f e r  f r o m  the H o u s e  b i l l ?

A. S e n a t o r  H o h m a n ' s  f i l l  is a n  e x t r e m e l y  l o n g  a n d  c o m p l e x  o n e  w h i c h  

d e a l s  o n l y  p e r i p h e r a l l y  w i t h  t h e  P e r m a n e n t  F u n d .  S B  1 p r o v i d e s  f o r  

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

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

T h e  l o a n  p r o g r a m  w o u l d  b e  t i e d  to the P e r m a n e n t  F u n d  b y  u s i n g  t h e  

P e r m a n e n t  F u n d  e a r n i n g s  t o  g u a r a n t e e  r e v e n u e  b o n d s  to f u n d  t h e  loans. 

T h e  H o h m a n  b i l l  a l s o  d i f f e r s  f r o m  the H o u s e  b i l l  i n  th a t  i t s  P e r m a n e n t  

F u n d  i n v e s t m e n t  l i s t  is m u c h  b r o a d e r  (and l e s s  s e c u r e ) , i t s  c o n t r i b u -



t i o n  r a t e  is s e t  at 1007, of  b o n u s e s  a n d  25% of r o y a l t i e s ,  a n d  t h e  

f u n d  is m a n a g e d  b y  t h e  D e p a r t m e n t  of R e v e n u e .

Q. W h a t  are the House objections to the Hohman bill?

A. T h e  p r i m a r y  o b j e c t i o n  is t h a t  it is c o n c e r n e d  m u c h  m o r e  w i t h  t h e

s t a t e ' s  l o a n  p r o g r a m s  t h a n  w i t h  t h e  P e r m a n e n t  F u n d ,  a n d  t h a t  a  f r e e  

c o n f e r e n c e  c o m m i t t e e  o n  t h e  P e r m a n e n t  F u n d  is n o t  t h e  p l a c e  to so 

d r a s t i c a l l y  r e s t r u c t u r e  t h e  l o a n  p r o g r a m s .  SB 1 is e x t r e m e l y  c o m ­

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

t h e  s t a t e ' s  e c o n o m y  a n d  c r e d i t  r a t i n g .  S p e c i f i c  p r o b l e m s  w i t h  t h e  

c o n c e p t  i n c l u d e  1) t h e  e a r n i n g s  of  the P e r m a n e n t  F u n d  a r e  p u t  a t  risk,

2) c o n s o l i d a t i o n  o f  t h e  l o a n  p r o g r a m s  d o e s  n o t  s o l v e  the e x i s t i n g  

p r o b l e m  o f  a c c e s s  to t hem, 3) t h e  p r o g r a m s  w o u l d  r e c e i v e  a u t o m a t i c  

f u n d i n g  w i t h o u t  l e g i s l a t i v e  r e v i e w ,  4) t h e r e  is n o  m e t h o d  of  p r i o r ­

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

ly  o n  t h e i r  m e r i t s ,  a n d  4) m u n i c i p a l i t i e s  w o u l d  b e  e n c o u r a g e d  t o  i s s u e  

u n r e s t r i c t e d  d e b t .

Q. W h a t  does the Ho u s e  offer as an alternative to the loan p r o gram 

p o r t i o n  of SB 1? 4

A. T h e  H o u s e  F i n a n c e  C o m m i t t e e  is c u r r e n t l y  d e v e l o p i n g  a p a c k a g e

o f  l o a n  b i l l s  w h i c h  w i l l  a d d r e s s  the n e e d s  o f  A l a s k a n s  f o r  e a s i l y  •

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

w o r k e d  out, s o m e  c o n s o l i d a t i o n  w i l l  o c c u r  a n d  l o a n s  w i l l  b e  m a d e  

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

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

Interest rates will be reasonable. I feel confident that the House 

w i l l  pass comprehensive and responsible loan legislation wit h i n  the



n e x t  s e v e r a l  w e e k s .  I m i g h t  a d d  t h a t  $ 3 5  m i l l i o n  a m o n t h  i n  s t a t e  

f u n d s  is r i g h t  n o w  a v a i l a b l e  f o r  A l a s k a n  m o r t g a g e s  t h r o u g h  H C R  33, 

s p o n s o r e d  b y  t h e  H o u s e  F i n a n c e  C o m m i t t e e  t h i s  s e s s i o n .

Q. W h a t  d o e s  t h e  s t a t e ' s  f i n a n c i a l  p i c t u r e  l o o k  l i k e  f o r  t h e  n e x t  

f e w  y e a r s ?

A. T h e  l a t e s t  f i n a n c i a l  p r o j e c t i o n s  a r e  v e r y  i m p r e s s i v e .  W i t h  t h e

P e r m a n e n t  F u n d  r e c e i v i n g  j u s t  25% o f  r o y a l t i e s  a n d  b o n u s e s  a n d  w i t h

t h e  e a r n i n g s  b e i n g  d i s t r i b u t e d  to the p u b l i c ,  a t  t h e  e n d  o f  1 9 3 2  w e

s h o u l d  h a v e  a b o u t  $ 1 . 2  b i l l i o n  i n  the P e r m a n e n t  F u n d  a n d  $ 6 . 7  b i l l i o n

i n  t h e  g e n e r a l  fund. S i n c e ,  a t  c u r r e n t  g r o w t h  a n d  i n f l a t i o n  r a t e s ,
♦

$ 1 . 6  b i l l i o n  w i l l  b e  n e e d e d  to m e e t  the s t a t e  b u d g e t ,  t h e r e  w i l l  b e  

o v e r  $5 b i l l i o n  e x t r a  i n  t h e  g e n e r a l  f u n d  to b e  a p p r o p r i a t e d  f o r  

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

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

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

w i s e l y .  S e t t i n g  a p o r t i o n  o f  it a s i d e  in a s e c u r e  P e r m a n e n t  F u n d  

s h o u l d  b e  o n e  s t e p  in  r e s p o n d i n g  to t h a t  r e s p o n s i b i l i t y .



Committee on Judiciary Pouch V 
S ta te  Capitol 

Juneau , A laska 99811Official Business

February 21, 1985

Ms. Marsha Hubbard 
Office of the Governor 
Pouch A
Juneau, Alaska 99811 

Dear Ms. Hubbard:

The Senate Judiciary Committee is currently in the process 
of considering CSSB56 (State A f f a i r s ) , "An Act amending the 
longevity bonus program and the permanent fund dividend 
program, establishing an annuity program; and providing for 
an effective date." Attached is the schedule we will follow 
to ensure that this bill receives a fair and thorough 
examination.

We would like to invite you to participate by testifying on 
this legislation on Tuesday, March 5 and Thursday, March 7. 
Senate Judiciary Committee hearings are held at 1:30 p.m. in 
Room 205 of the Capitol.

Please notify the committee secretary (465-3717) if you will 
be able to attend. Your participation will be greatly 
appreciated.

Patrick M. Rodey

P M R / a c p
E n c l o s u r e



Committee on Judiciary Pouch V 
S ta te Capitol 

Juneau , A laska 99811Official Business

February 21, 1985

Gregg Erickson
Principal Analyst
Office of Management and Budget
Pouch AM
Juneau, Alaska 99801 

Dear Mr. Erickson:

The Senate Judiciary Committee is currently in the process 
of considering CSSB56 (State A f f a i r s ) , "An Act amending the 
longevity bonus program and the permanent fund dividend 
program, establishing an annuity program; and providing for 
an effective date." Attached is the schedule we will follow 
to ensure that this bill receives a fair and thorough 
examination.

We would like to invite you to participate by testifying on 
this legislation on Thursday, March 7. Senate Judiciary 
Committee hearings are held at 1:30 p.m. in Room 205 of the 
C a p i t o l .

Please notify the committee secretary (465-3717) if you will 
be able to attend. Your participation will be g: ^atly 
appreciated.

Patrick M. Rodey

P M R / a c p
E n c l o s u r e



Committee on judiciary Pouch V 
S ta te  Capitol 

Juneau , A laska 99811Official Business

February 21, 1985

Jon Tillinghast 
Birch, Horton, Bittner,
Pestinger and Anderson 

130 Seward, Suite 411 
Juneau, Alaska 99801

Dear Mr. Tillinghast:

The Senate Judiciary Committee is currently in the. process 
of considering CSSB56 (State A f f a i r s ) , "An Act amending the 
longevity bonus program and the permanent fund dividend 
program, establishing an annuity program; and providing for 
an effective date." Attached is the schedule we will follow 
to ensure that this bill receives a fair and thorough 
examination.

We would like to invite you to participate by testifying on 
this legislation on Tuesday, March 5. Senate Judiciary 
Committee hearings are held at 1:30 p.m. in Room 205 of the 
Capitol.

Please notify the committee secretary (465-3717) if you will 
be able to attend. Your participation will be greatly 
appreciated.

P M R / a c p
E n c l o s u r e



Committee on ^judiciary Pouch V 
S ta te  Capitol 

Juneau , A laska 99811Official Business

February 21, 1985

Stephen K. Woodruff 
Equitable Life Assurance 
Society of the United States 

9309 Glacier Highway, Suite A202 
Juneau, Alaska 99801

Dear Mr. Woodruff:

The Senate Judiciary Committee is currently in the process 
of considering CSSB56 (State A f f a i r s ) , "An Act amending the 
longevity bonus program and the permanent fund dividend 
program, establishing an annuity program; and providing for 
an effective date." Attached is the schedule we will follow 
to ensure that this bill receives a fair and thorough 
examination.

We would like to invite you to participate by testifying on 
this legislation on Wednesday, February 27. Senate 
Judiciary Committee hearings are held at 1:30 p.m. in Room 
205 of the Capitol.

Please notify the committee secretary (465-3717) if you will 
be able to attend. Your participation will be greatly 
appreciated.

Patrick M. Rodey

P M R / a c p
E n c l o s u r e



Com m ittee on  J u d i c i a r y Pouch V
State Capitol

Juneau , A laska 99811Official Business

F e b r u a r y  21, 1 9 8 5  

D a v i d  T e a l

D i r e c t o r ,  H o u s e  R e s e a r c h  A g e n c y  *
P o u c h  Y
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  T e a l :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  (Sta t e  A f f a i r s ) , "An A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  on 
t h i s  l e g i s l a t i o n  o n  T u e s d a y ,  M a r c h  5 a n d  T h u r s d a y ,  M a r c h  7. 
S e n a t e  J u d i c i a r y  C o m m i t t e e  h e a r i n g s  a r e  h e l d  a t  1 : 3 0  p.m. in 
R o o m  2 0 5  o f  t h e  C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  if y o u  w i l l  
b e  a b l e  to a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



Com m ittee on {judiciary Pouch V
S ta te  Capitol

Juneau , A laska 99811Official Business

1 e b r u a r y  21, 1 9 8 5  

J o h n  P u g h

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

P o u c h  H - 0 1
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. P u g h :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  (State A f f a i r s ) , "An A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  i s  t h e  s c h e d u l e  w e  w i l l  f o l l o w  
to e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  T u e s d a y ,  M a r c h  5 a n d  T h u r s d a y ,  M a r c h  7. 
S e n a t e  J u d i c i a r y  C o m m i t t e e  h e a r i n g s  a r e  h e l d  at 1 : 3 0  p.m. in 
R o o m  2 0 5  o f  t h e  C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  to a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



Committee on J u d i c i a r y Pouch V 
State Capitol 

Juneau, Alaska 99811Official Business

F e b r u a r y  21, 19 8 5  

L o u i s  K e l l e r
D i r e c t o r ,  D i v i s i o n  o f  P i o n e e r s '  B e n e f i t s  
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  
P o u c h  C

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. K e l l e r :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  i n  t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  (State A f f a i r s ) , " A n  A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  to i n v i t e  y o u  to p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  T h u r s d a y ,  F e b r u a r y  28. S e n a t e  J u d i c i a r y  
C o m m i t t e e  h e a r i n g s  a r e  h e l d  a t  1 : 3 0  p . m .  i n  R o o m  2 0 5  o f  t h e  
C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



C o m m i f f e e W J / ) u d i c i a r i j Pouch V
Sta te Capitol

Juneau , Alaska 99811Official Business

F e b r u a r y  21, 1 9 8 5  

D e b r a  V o g t

A s s i s t a n t  A t t o r n e y  G e n e r a l  
D e p a r t m e n t  o f  L a w  
P o u c h  K
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Ms. V o g t :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  ( S t a t e  A f f a i r s ) , "An A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  

p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  for 
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  on 
t h i s  l e g i s l a t i o n  o n  T h u r s d a y ,  F e b r u a r y  21 a n d  W e d n e s d a y ,  
F e b r u a r y  27. S e n a t e  J u d i c i a r y  C o m m i t t e e  h e a r i n g s  a r e  h e l d  
a t  1 : 3 0  p . m .  in R o o m  205 o f  t h e  C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

PMR/acp
Enclosure



Com mittee  on j u d i c i a r y Pouch V
S ta te Capitol

Juneau , A laska S9811Official Business

F e b r u a r y  21, 1985

K e i t h  L e v y

D i v i s i o n  o f  L e g a l  S e r v i c e s  
P o u c h  Y

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. Lev y :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  (Sta t e  A f f a i r s ) , "An A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
to e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  W e d n e s d a y ,  F e b r u a r y  27 a n d  T h u r s d a y ,  
F e b r u a r y  28. S e n a t e  J u d i c i a r y  C o m m i t t e e  h e a r i n g s  a r e  h e l d  
at 1 : 3 0  p.m. in R o o m  205 o f  t h e  C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  to a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



C om mittee on ju d ic ia r y Pouch V
Sta te Capitol

Juneau , A laska 99811Official Business

F e b r u a r y  21, 1985

E r v i n  J o n e s  
D i r e c t o r ,  D i v i s i o n  o f  
A d m i n i s t r a t i v e  S e r v i c e s  

D e p a r t m e n t  o f  R e v e n u e  
P o u c h  S A
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. J o n e s :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  ( S t a t e  A f f a i r s ) , " A n  A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  for 
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  to i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  T h u r s d a y ,  F e b r u a r y  28. S e n a t e  J u d i c i a r y  
C o m m i t t e e  h e a r i n g s  a r e  h e l d  a t  1 : 3 0  p.m. in R o o m  205 o f  t h e  
C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



Com m ittee on CcJudic iary Pouch V
S ta te  Capitol

Juneau , A laska 99811Official Business

F e b r u a r y  21, 1 9 8 5

S.':lly S m i t h

D i r e c t o r ,  D i v i s i o n  o f  P u b l i c  S e r v i c e s  
D e p a r t m e n t  o f  R e v e n u e  
P o u c h  S A

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Ms. S m i t h :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  i s  c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  ( S t a t e  A f f a i r s ) , " A n  A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  T h u r s d a y ,  F e b r u a r y  28. S e n a t e  J u d i c i a r y  
C o m m i t t e e  h e a r i n g s  a r e  h e l d  a t  1 : 3 0  p . m .  i n  R o o m  205 o f  t h e  
C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



Com m ittee on ju d ic i a r y Pouch V
S ta te  Capitol

Juneau , A laska 99811Official Business

F e b r u a r y  21, 1 9 8 5

M i l t o n  B a r k e r  
D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e  
P o u c h  SB

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. B a r k e r :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  ( S t a t e  A f f a i r s ) , "An A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i t y i n g  o n  
t h i s  l e g i s l a t i o n  o n  T h u r s d a y ,  F e b r u a r y  28. S e n a t e  J u d i c i a r y  
C o m m i t t e e  h e a r i n g s  a r e  h e l d  a t  1 : 3 0  p.m. i n  R o o m  205 o f  t h e  
C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y



C om m ittee  on j u d i c i a r y Pouch V
S ta te Capitol

Juneau , A laska 99811Official Business

F e b r u a r y  21, 1 9 8 5

J o h n  G e o r g e
D i r e c t o r ,  D i v i s i o n  o f  I n s u r a n c e  
D e p a r t m e n t  o f  C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t  

P o u c h  D

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  B a r k e r :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  in t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  ( S t a t e  A f f a i r s ) , "An A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  is t h e  s c h e d u l e  w e  w i l l  f o l l o w  
t o  e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  t o  i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  W e d n e s d a y ,  F e b r u a r y  27. S e n a t e  
J u d i c i a r y  C o m m i t t e e  h e a r i n g s  a r e  h e l d  a t  1 : 3 0  p. m .  in R o o m  
2 0 5  o f  t h e  C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
b e  a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

(

P a t r i c k  M. R o d e y

PMR/acp
Enclosure



\
Com m ittee on ^judiciary

Official Business
Pouch V

S ta te  Capitol
Juneau , Alaska 99811

F e b r u a r y  21, 1985

K e n  H u m p h r e y s  
D i r e c t o r ,  D i v i s i o n  o f  
R e t i r e m e n t  a n d  B e n e f i t s  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  
P o u c h  C R
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. H u m p h r e y s :

T h e  S e n a t e  J u d i c i a r y  C o m m i t t e e  is c u r r e n t l y  i n  t h e  p r o c e s s  
o f  c o n s i d e r i n g  C S S B 5 6  ( S t a t e  A f f a i r s ) , " A n  A c t  a m e n d i n g  t h e  
l o n g e v i t y  b o n u s  p r o g r a m  a n d  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
p r o g r a m ,  e s t a b l i s h i n g  a n  a n n u i t y  p r o g r a m ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  A t t a c h e d  i s  t h e  s c h e d u l e  w e  w i l l  f o l l o w  
to e n s u r e  t h a t  t h i s  b i l l  r e c e i v e s  a f a i r  a n d  t h o r o u g h  
e x a m i n a t i o n .

W e  w o u l d  l i k e  to i n v i t e  y o u  t o  p a r t i c i p a t e  b y  t e s t i f y i n g  o n  
t h i s  l e g i s l a t i o n  o n  W e d n e s d a y ,  F e b r u a r y  27, a n d  T h u r s d a y ,  
F e b r u a r y  28. S e n a t e  J u d i c i a r y  C o m m i t t e e  h e a r i n g s  a r e  h e l d  
at 1 : 3 0  p. m .  i n  R o o m  205 o f  t h e  C a p i t o l .

P l e a s e  n o t i f y  t h e  c o m m i t t e e  s e c r e t a r y  ( 4 6 5 - 3 7 1 7 )  i f  y o u  w i l l  
be a b l e  t o  a t t e n d .  Y o u r  p a r t i c i p a t i o n  w i l l  b e  g r e a t l y  
a p p r e c i a t e d .

P a t r i c k  M. R o d e y



m m  .... ..  ■  m m a m m a m

SUBJECT SUMMARY
THE CURRENT SUBJECT IS LONGEVITY BONUS 

BILL i TITLE CURRENT STATUS

HB 21 w 1... 0 N G E V , B 0 N U S , P E R M * F U N D DI V ; A N N UITIE S < H ) S A
HB 212 LONGEVITY BONUS; "HOLD HARMLESS" PROVISION •: H ) HESS

SB 56 LONGEV, BONUS; PERM„ FUND DIV.; ANNUITIES ( S ) JUD
SB i 28 LONGEVITY BONUS; ADULT PUBLIC ASSISTANCE < S') SA

H C n  Iff



In tro d u c e d : 2/18/85
R e fe r r e d : S ta te  A f f a i r s ,
J u d ic ia r y  and F in an ce

1 IN  THE HOUSE BY TAYLOR AND JENKINS

2 HOUSE B IL L  NO. 210

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - F IR S T  SESSION

5 A B IL L

6 F o r  an A ct e n t i t le d :  ” An A ct amending the lo n g e v ity  bonus program  and the

7 perm anent fund d iv id e n d  program, e s t a b l is h in g  an

8 a n n u ity  program ; and p ro v id in g  fo r  an e f f e c t i v e

9 d a t e ."

10 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 *  S e c t io n  1 . FINDINGS AND PURPOSE. The le g i s la t u r e  f in d s  and d e c la re s

12 th a t

13 (1 )  i t  i s  in  th e  p u b lic  in t e r e s t  to  co n tin u e  the lo n g e v it y  bonus

14 program ; however, as o i l  r e s e rv e s  d e c l in e  o ve r th e  y e a r s , i t  w i l l  become

15 in c r e a s in g ly  d i f f i c u l t  to  p ro v id e  the b e n e f it s  o f the lo n g e v it y  bonus

16 program through the g e n e ra l fu n d ; as a r e s u l t ,  th a t  program must be phased

17 out o ve r the y e a rs ;

18 (2 ) i t  i s  a p p ro p r ia te  th a t  in d iv id u a ls  save fo r  t h e i r  own re -

19 t ire m e n t , and i t  i s  a ls o  a p p ro p r ia te  th a t  th e  s t a t e  e s t a b l is h  both means

20 and in c e n t iv e s  fo r  A la s k a  r e s id e n t s  to  se t  a s id e  re t ire m e n t fu n d s ; acco rd -

21 in g ly ,  i t  i s  a purpose o f  t h i s  l e g i s l a t io n  to  c re a te  an a n n u ity  program ,

22 and to encourage A la sk a n s  to  p a r t ic ip a t e  in  th a t  program by a u th o r iz in g

23 g e n e ra l fund supplem ents th a t  would r e s u l t  in  a n n u ity  payments th a t  a r t
c

24 la r g e r  than  an in d iv id u a l  co u ld  ea rn  th rough  p r iv a t e  in ve stm en t o f  the

25 permanent fund d iv id e n d ;

26 (3 )  many r e t i r e d  A la sk a n s  have made t h e i r  re t ire m e n t p la n s  in

27 r e l ia n c e  on the a v a i l a b i l i t y  o f both th e  e x is t in g  lo n g e v ity  bonus and the

28 permanent fund d iv id e n d ; a c c o rd in g ly , th e  le g i s la t u r e  f in d s  th a t  i t  i s

29 a p p ro p r ia te  to con tinue b o th  th ose  programs fo r  th e se  in d iv id u a ls ;
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1 (4 )  the most s u i t a b le  so u rce  o f funds fo r  th e  a n n u ity  program

2 c re a te d  by t h i s  A ct a rc  those permanent fund e a rn in g s  c u r r e n t ly  d is t r ib u t e d

3 as d iv id e n d s ; th e re fo re  t h i s  A ct a p p lie s  the  an nu a l perm anent fund d iv id e n d

4 o f  younger A la sk a n s  to  a n n u ity  acco u n ts  u n le s s  th e  in d iv id u a l  a l t e r n a t i v e ly

5 e le c t s  to r e c e iv e  c a s h ; in  so d o in g , t h i s  A ct w i l l  promote w ise  s te w a rd sh ip

6 o f  the permanent fund by g iv in g  each p a r t ic ip a n t  a d i r e c t  f in a n c ia l  s ta k e

7 in  i t s  lo n g -te rm  p r o f i t a b i l i t y ;  and

8 (5 )  n e it h e r  th e  lo n g e v ity  bonus program , n o r th e  a n n u ity  pro-

9 gram , sho u ld  be v iew ed  as a form  o f w e lf a r e ;  o th e r  s t a te  and fe d e ra l  pro-

10 grams a re  a v a i la b le  to meet th e  b a s ic  n e c e s s i t ie s  o f l i f e ,  and amounts

11 re c e iv e d  by an in d iv id u a l  under t h i s  A ct a re  not c a lc u la te d  on the b a s is  o f

12 need .

13 *  S e c . 2 . AS 4 3 .2 3 .0 0 5 (c )  i s  amended to re a d :

14 ( c )  A p a re n t , g u a rd ia n , o r o th e r  a u th o r iz e d  r e p re s e n t a t iv e  may

15 c la im  a permanent fund d iv id e n d  on b e h a lf  o f an unem ancipated m inor o r

16 on b e h a lf  o f an incom petent in d iv id u a l  who i s  e l ig ib l e  to r e c e iv e  a

17 d iv id e n d  [PAYMENT] under t h i s  s e c t io n .

18 *  S e c . 3 . AS 4 3 .2 3 .0 0 5  i s  amended by adding a new s u b se c t io n  to  re a d :

19 (d ) A p erso n  who i s  e l ig ib l e  to  r e c e iv e  a permanent fund d iv i -

20 dend under t h i s  s e c t io n , o r who i s  a u th o r iz e d  to  c la im  a d iv id e n d  on

21 b e h a lf  o f an o th e r under ( c )  o f t h i s  s e c t io n , may e le c t  to  re c e iv e  cash

22 in  l ie u  o f an a n n u ity  s h a re . A l t e r n a t i v e ly ,  a p erso n  may e le c t  to

23 re c e iv e  not le s s  than  25 p e rce n t o f th e  d iv id e n d  in  cash  and the

24 rem ainder as an a n n u ity  c r e d i t .  A p erso n  who i s  65 y e a rs  o f  age

25 b e fo re  Ja n u a ry  1 , 1986, may o n ly  r e c e iv e  ca sh .

26 *  S e c . 4 . AS 4 3 .2 3 .0 1 5 (a )  i s  amended to  re a d :

27 (a )  The com m issioner s h a l l  adopt re g u la t io n s  under the A dm in is-

28 t r a t i v e  P ro cedu re  A ct (AS 4 4 .6 2 )  e s t a b l is h in g  the  p ro ce ss  f o r  de-

29 te rm in in g  th e  e l i g i b i l i t y  o f in d iv id u a ls  fo r  permanent fund d iv id e n d s .
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1 The com m issioner may re q u ire  an in d iv id u a l  to  p ro v id e  p ro o f o f  e l i -

2 g i b i l i t y ,  and th e  com m issioner may use o th e r  in fo rm a t io n  a v a i la b le

3 from o th e r  s t a t e  departm ents o r a g e n c ie s  to  d e term ine  th e  e l i g i b i l i t y

4 o f an in d iv id u a l .

5 *  S e c . 5 . AS 4 3 .2 3 .0 1 5 (b )  i s  amended to  re a d :

6 (b ) The departm ent s h a l l  p re s c r ib e  and fu r n is h  an a p p l ic a t io n

7 form fo r  c la im in g  a permanent fund d iv id e n d . The a p p l ic a t io n  must

8 c o n ta in  a s ta tem ent o f  e l i g i b i l i t y  and a c e r t i f i c a t i o n  o f  re s id e n c y  in

9 s u b s t a n t ia l ly  the  fo llo w in g  form :

10 I  c e r t i f y  th a t

11 ( ) I  am a s t a t e  r e s id e n t  on th e  d ate  o f  t h i s  a p p l ic a t io n

12 and I  have been a s t a te  re s id e n t  f o r  a t  le a s t  s i x  months im m ed ia te ly

13 p re ce d in g  the  date  o f t h i s  a p p l ic a t io n ;  o r

14 ( ) (nam e), th e  in d iv id u a l  on whose b e h a lf  I  am a p p ly in g ,

15 i s  a s t a t e  re s id e n t  and has been a s t a t e  r e s id e n t  fo r  a t  le a s t  s i x

16 months im m ed ia te ly  p re ce d in g  th e  date  o f  t h i s  a p p l ic a t io n .

17 I  un d e rstan d  th a t  a f a l s e  c la im  o f re s id e n c y  to  o b ta in  a perma-

18 nent fund d iv id e n d  fo r  m y s e lf  o r fo r  an o th e r i s  a c r im in a l  o f fe n s e  and

19 th a t  i f  c o n v ic te d  1 w i l l  '" o r fe it  fu tu re  permanent fund d iv id e n d s  and

20 th a t  I  w i l l  lo se  o r must rep ay  a l l  perm anent fund d iv id e n d s  th a t  have

21 been c re d ite d  o r p a id  to me, in c lu d in g  any accru ed  in t e r e s t  in  my

22 a n n u ity  a c c o u n t . I  u nd erstand  th a t  t h i s  p e n a lty  i s  in  a d d it io n  to  any

23 c r im in a l p e n a lt ie s  im posed.

2 4 ___________________________________________________

25 (s ig n a tu re  o f  in d iv id u a l ,  p a re n t ,

26 g u a rd ia n , o r  o th e r  a u th o r iz e d

27 r e p r e s e n t a t iv e )

28 *  S e c . 6 . AS 4 3 .2 3 .0 1 5 (e )  i s  amended to  re a d :

29 (e )  I f  a p u b lic  agency c la im s  a cash  [PERMANENT FUND] d iv id e n d
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on b e h a lf  o f an in d iv id u a l  under t h i s  s e c t io n , the p u b lic  agency s h a l l  

h o ld  the d iv id e n d  in  t r u s t  f o r  th e  in d iv id u a l .  Money h e ld  in  t r u s t  

under t h i s  s u b s e c t io n  s h a l l  be in v e s te d  by th e  com m issioner in  a c c o r ­

dance w ith  AS 3 7 .1 0 .0 7 0 .

*  S e c . 7 . AS 4 3 .2 3 .0 1 5 ( f )  i s  amended to  re a d :

( f )  A m inor o r an incom petent in d iv id u a l  may not m a in ta in  a 

c la im  a g a in s t  th e  s t a t e  o r an o f f i c e r  o r employee o f the s t a t e  based 

e i t h e r  on the manner in  w h ich  th e  p a re n t , g u a rd ia n , o r a u th o r iz e d  

r e p re s e n ta t iv e  o th e r  than  a p u b lic  agency o f  the s t a t e  managed o r 

d isp o sed  o f permanent fund d iv id e n d s  re c e iv e d  on b e h a lf  o f the m inor 

o r in co m p e ten t, o r an e le c t io n  made o r  not made on th a t  in d iv id u a l ' s  

b e h a lf  under AS 4 3 .2 3 .0 0 5 (d )  [IN D IV ID U A L ].

*  S e c . 8 . AS 4 3 .2 3 .0 1 5  i s  amended by adding  a new s u b s e c t io n  to  re a d :

( i )  The permanent fund d iv id e n d  a p p l ic a t io n  form  s h a l l  be p re ­

pared to a llo w  an a p p l ic a n t ,  o th e r  th an  a p e rso n  who i s  exempt under 

AS 4 7 .4 5 .0 1 5 (b ) ,  to  e le c t  to  r e c e iv e  cash  in  l i e u  o f a permanent fund 

d iv id e n d .

*  S e c . 9 . AS 4 3 .2 3 .0 3 5  i s  amended to  re a d :

S e c . 4 3 .2 3 .0 3 5 . PENALTIES AND ENFORCEMENT. ( a )  In  a d d it io n  to 

any c r im in a l p e n a lt ie s  imposed by s t a t e  la w , i f  an in d iv id u a l  i s  

c o n v ic te d  o f a crim e in  co n n e c tio n  w ith  a f a l s e  scatem ent made in  a 

c e r t i f i c a t io n  re q u ire d  under AS 4 3 .2 3 .0 1 5 , and the c o n v ic t io n  i s  not 

re v e rs e d , th a t  in d iv id u a l  f o r f e i t s  a l l  perm anent fund d iv id e n d s  c re d ­

it e d  o r p a id , to g e th e r  w ith  any a d d it io n a l c r e d i t s  to  th a t  in d i ­

v id u a l ' s  a n n u ity  acco unt and i s  not e l i g ib l e  fo r  a fu tu re  permanent 

fund d iv id e n d .

(b ) I f  the com m issioner d e te rm in e s th a t  a cash  [PERMANENT FUND] 

d iv id e n d  shou ld  not have been c la im ed  by o r p a id  to  an in d iv id u a l ,  the 

com m issioner may use a l l  c o l le c t io n  p ro ced u res  o r  rem ed ies a v a i la b le
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f o r  c o l le c t io n  o f ta x e s  under t h i s  t i t l e  to  re c o v e r  the payment o f a 

perm anent fund d iv id e n d  th a t  was im p ro p e rly  made. A n o t ic e  o f an 

im p ro p e rly  p a id  d iv id e n d  must be se n t to  the in d iv id u a l  w it h in  10 

y e a rs  a f t e r  the im proper paym ent. I f  n o t ic e  i s  not sen t w it h in  the 

lO -y e o r p e r io d , p ro ceed in g s may not be commenced in  co u rt fo r  re c o v e ry  

o f  the im proper paym ent.

*  S e c . 10 . AS 4 3 .2 3 .0 3 5  i s  amended by adding a new s u b s e c t io n  to  re a d :

( c )  I f  the com m issioner d e te rm in e s th a t  a permanent fund d i v i ­

dend sh o u ld  not have been c re d ite d  to an in d iv id u a l ' s  a n n u ity  a cco u n t, 

th e  com m issioner may, a f t e r  n o t ic e  and o p p o rtu n ity  fo r  h e a r in g , d i r e c t  

th e  com m issioner o f  a d m in is t ra t io n  to  d e b it  th e  in d iv id u a l ' s  a n n u ity  

account fo r  th e  amount w ro n g ly  c r e d it e d . I f  the c r e d i t  i s  th e  f a u l t  

o f the in d iv id u a l ,  the  d e b it  must be made w it h in  10 y e a r s .  I f  the 

c r e d i t  i s  the f a u l t  o f th e  s t a t e ,  the  d e b it  must be made w it h in  th re e  

y e a r s .

*  S e c . 11. AS 4 3 .2 3 .0 5 5  i s  amended to  re a d :

S e c . 4 3 .2 3 .0 5 5 . DUTIES OF THE DEPARTMENT. The departm ent s h a l l

(1 )  a n n u a lly  make payments to  in d iv id u a ls  who a re  65 y e a rs  

o f age b e fo re  Ja n u a ry  1 , 1986, and to  in d iv id u a ls  who e le c t  to  r e c e iv e  

cash  under AS 4 3 .2 3 .0 0 5 (d )  [PAY PERMANENT FUND DIVIDENDS FROM THE 

DIVIDEND FUND];
%

(2 )  adopt re g u la t io n s  under th e  A d m in is t r a t iv e  P rocedu re  

A ct (AS 4 4 .6 2 )  th a t  e s t a b l is h  p ro ced u res  and tim e l im i t s  fo r  c la im in g  

a permanent fund d iv id e n d  o r fo r  e le c t in g  an a n n u ity  s h a re ; the de­

partm ent s h a l l  s e t  th e  tim e l im i t  fo r  a p p l ic a t io n s  fo r  permanent fund 

d iv id e n d s  so th a t  th e  number o f e l ig ib l e  a p p lic a n t s  i s  determ ined  by 

O ctob er 1 o f the y e a r  fo r  w h ich  th e  d iv id e n d  i s  d e c la re d  and permanent 

fund d iv id e n d s  fo r  a y e a r  a re  p a id  b e fo re  A p r i l  30 o f the y e a r  fo l lo w ­

in g  th a t  y e a r ;
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1 (3 )  adopt re g u la t io n s  under th e  A d m in is t r a t iv e  P rocedure

2 A c t (AS 4 4 .6 2 )  th a t  e s t a b l is h  p ro ced u res  and tim e l im i t s  fo r  an in d i-

3 v id u a l  upon em an c ip atio n  o r upon re a c h in g  m a jo r it y  to a p p ly  fo r  perma-

4 nent fund d iv id e n d s  not c re d ite d  o r  re c e iv e d  d u rin g  m in o r ity  because

5 the p a re n t , g u a rd ia n , o r o th e r  a u th o r iz e d  r e p re s e n t a t iv e  d id  not ap p ly

6 on b e h a lf  o f the in d iv id u a l ;  [AND]

7 (4 )  a s s i s t  r e s id e n t s  o f the s t a t e ,  p a r t i c u la r l y  in  r u r a l

8 a r e a s ,  who because o f lan g uag e , d i s a b i l i t y ,  o r  i n a c c e s s i b i l i t y  to

9 p u b lic  t r a n s p o r ta t io n  need a s s is t a n c e  to  e s t a b l is h  e l i g i b i l i t y  and to

10 ap p ly  fo r  permanent fund d iv id e n d s ; and

11 (5 )  p ro v id e  the com m issioner o f a d m in is t r a t io n  w ith  in fo r -

12 m ation  n e c e s sa ry  to m a in ta in  in d iv id u a l  a n n u ity  account re c o rd s  and

13 a d m in is te r  th e  a n n u ity  p rogram .

14 *  S e c . 12 . AS 4 3 .2 3 .0 6 5  i s  amended to  re a d :

15 S e c . 4 3 .2 3 .0 6 5 . EXEMPTION OF PERMANENT FUND DIVIDENDS. F i f t y

16 p e rc e n t o f a cash  [THE ANNUAL] permanent fund d iv id e n d  payment [PAY-

17 ABLE TO AN INDIVIDUAL] i s  exempt from  le v y ,  e x e c u t io n , g a rn ish m e n t,

18 a tta ch m e n t, o r any o th e r remedy f o r  the c o l le c t io n  o f d e b t. T h is

19 exem ption  a p p lie s  to  an e l ig ib l e  in d iv id u a l ' s  permanent fund d iv id e n d

20 both b e fo re  and a f t e r  payment i s  made to  the in d iv id u a l .  An exem ption

21 i s  not a v a i la b le  under t h i s  s e c t io n  fo r  cash  permanent fund d iv id e n d

22 payments [DIVIDENDS] taken  to s a t i s f y  (1 )  c h i ld  sup p ort o b lig a t io n s

23 re q u ire d  by co u rt  o rd e r o r d e c is io n  o f  the  c h i ld  sup p ort enforcem ent

24 agency under AS 4 7 .2 3 .1 4 0  - 4 7 .2 3  2 20 ; (2 )  a debt owed by an e l ig ib l e

25 in d iv id u a l  to  an agency o f the s t a t e ,  u n le s s  the debt i s  co n te s te d  and

26 an ap p ea l i s  p en d in g , o r the tim e l im i t  fo r  f i l i n g  an ap p ea l has not

27 e x p ir e d ; o r (3 )  co u rt o rd ered  r e s t i t u t io n  under AS 1 2 .5 5 .0 4 5  -

28 1 2 .5 5 .0 5 1  o r 1 2 .5 5 .1 0 0 . A c h i ld  sup p o rt o b lig a t io n  under (1 )  o f t h i s

29 s e c t io n  has p r i o r i t y  o ve r a debt owed to  an agency o f the s t a t e ,  and a



1 permanent fund d iv id e n d  raay not be taken  to  s a t i s f y  a debt under (2 )

2 o f t h i s  s e c t io n  u n t i l  any p o r t io n  o f th e  d iv id e n d  n e c e s sa ry  to  s a t i s f y

3 a c h i ld  sup p ort o b lig a t io n  has been ta k e n .

4 *  S e c . 13. AS 4 3 .2 3 .0 6 5  i s  amended by adding new s u b se c t io n s  to  re a d :

5 (b ) When an in d iv id u a l  owes a p ast-d u e  debt d e sc r ib e d  in  ( a ) ( 1 )

6 o f  t h is  s e c t io n , the departm ent s h a l l  re q u ire  th a t  the in d iv id u a l  take

7 the in d iv id u a l ' s  permanent fund d iv id e n d  in  ca sh .

8 ( c )  The co u rts  o f t h i s  s t a te  may, as 3 c o n d it io n  o f any c i v i l

9 judgment o r r e s t i t u t io n  o rd e r  under AS 1 2 .5 5 .0 4 5  - 1 2 .5 5 .0 5 1  o r

10 1 2 .5 5 .1 0 0 , re q u ire  the defendant to  take  the d e fe n d a n t 's  permanent

11 fund d iv id e n d  in  ca sh .

12 *  S e c . 14. AS 4 3 .2 3 .0 7 5  i s  amended to  re a d :

13 S e c . 4 3 .2 3 .0 7 5 . E L IG IB IL IT Y  FOR PUBLIC ASSISTANCE. ( a )  In

14 d e te rm in in g  the e l i g i b i l i t y  o f an in d iv id u a l  under a p u b lic  a s s is t a n c e

15 program a d m in is te re d  by the  Departm ent o f H e a lth  and S o c ia l  S e rv ic e s

16 in  w h ich  e l i g i b i l i t y  fo r  a s s is t a n c e  i s  based on f in a n c ia l  need , the

17 Departm ent o f H e a lth  and S o c ia l  S e rv ic e s  may not c o n s id e r  a permanent

18 fund d iv id e n d  as income o r re s o u rc e s  re c e iv e d  by the  r e c ip ie n t  o f

19 p u b lic  a s s is t a n c e  o r by a member o f the r e c ip ie n t ' s  household  u n le s s

20 re q u ire d  to  do so by fe d e ra l law  o r r e g u la t io n . The Departm ent o f

21 H e a lth  and S o c ia l  S e rv ic e s  s h a l l  n o t i f y  a l l  r e c ip ie n t s  o f  p u b lic

22 a s s is t a n c e  o f th e  e f f e c t s  o f [RECEIV IN G ] a permanent fund d iv id e n d

23 c r e d i t  o r cash  paym ent.

24 (b ) An in d iv id u a l  who i s  d en ied  m e d ica l a s s is t a n c e  under 42

25 U .S .C . 1396 - 1396p (S o c ia l  S e c u r i t y  A c t ,  T i t l e  X IX )  s o le ly  because o f

26 the c r e d i t  o r r e c e ip t  o f a permanent fund d iv id e n d  by the in d iv id u a l

27 o r  by a member o f the in d iv id u a l ' s  household  i s  e l ig ib l e  fo r  s t a te -

28 funded m ed ica l a s s is t a n c e  under the g e n e ra l r e l i e f  a s s is t a n c e  program

29 (AS 4 7 .2 5 .1 2 0  - 4 7 .2 5 .3 0 0 ) .  The in d iv id u a l  i s  e n t i t le d  to  r e c e iv e ,



1 fo r  a p e r io d  not to  exceed fo u r  m onths, th e  same le v e l  o f m e d ica l

2 a s s is t a n c e  as th e  in d iv id u a l  would have re c e iv e d  under 42 U .S .C .

3 1396 - 1396p ( S o c ia l  S e c u r it y  A c t , T i t l e  X IX )  had th e re  been no perma-

4 nent fund d iv id e n d  program .

5 ( c )  An in d iv id u a l  who i s  den ied  a s s is t a n c e  s o le ly  because perma-

6 nent fund d iv id e n d s  c re d ite d  to o r  re c e iv e d  by the in d iv id u a l  o r by a

7 member o f the in d iv id u a l ' s  household  a re  counted as income o r re -

8 so u rce s  under fe d e ra l law  o r r e g u la t io n  i s  e l i g ib l e  fo r  cash  a s s is -

9 tan ce  under the g e n e ra l r e l i e f  a s s is t a n c e  program (AS 4 7 .2 5 .1 2 0  -

10 4 7 .2 5 .3 0 0 ) . N o tw ith sta n d in g  the l im i t  in  AS 4 7 .2 5 . JO , th e  in d iv id u a l

11 i s  e n t i t le d  to  r e c e iv e ,  fo r  a p e r io d  not to exceed fo u r  m onths, the

12 same amount as the in d iv id u a l  would have re c e iv e d  under o th e r  p u b lic

13 a s s is t a n c e  programs had th e re  been no permanent fund d iv id e n d  program .

14 *  S e c . 15. AS 4 3 .2 3 .0 9 5 (6 )  i s  re p e a le d  and re e n a c te d  to  re a d :

15 (6 )  "perm anent fund d iv id e n d "  means a c r e d i t  to  an a n n u ity

16 account under t h is  ch a p te r  excep t t h a t ,  as a p p lie d  to  an in d iv id u a l

17 who may re c e iv e  o n ly  cash  under AS 4 3 .2 3 .0 0 5 (d )  o r 4 3 .2 3 .0 6 5 , i t  means

18 a cash  payment under t h i s  c h a p te r ;

19 *  S e c . 16. AS 4 3 .2 3  i s  amended by adding  new s e c t io n s  to  re a d :

20 A RTICLE 2 . ANNUITY PROGRAM.

21 S e c . 4 3 .2 3 .1 1 0 . ANNUITY INVESTMENT FUND. ( a )  The a n n u ity

22 in ve stm en t fund i s  e s ta b lis h e d  as a se p a ra te  fund in  the s t a t e  t re a -

23 s u r y .  N o tw ith sta n d in g  AS 3 7 .1 3 .1 4 5 , an amount eq u a l to  th e  permanent

24 fund d iv id e n d s  tak e n  as a n n u ity  c r e d i t s  under t h i s  c h a p te r  s h a l l  be

25 a n n u a lly  t r a n s fe r r e d  from the d iv id e n d  fund to  th e  a n n u ity  in vestm en t

26 fu nd .

27 (b ) The le g i s la t u r e  may a p p ro p r ia te  e i t h e r  g e n e ra l fu n d s , o r

28 e a rn in g s  o f the u n d is t r ib u te d  income account in  the A la s k a  permanent

29 fu n d , to  the a n n u ity  in vestm en t fu nd . Funds a p p ro p r ia te d  under t h is



su b s e c t io n  s h a l l  be a l lo c a te d  to  th e  in d iv id u a l  a n n u ity  acco u n ts  o f 

th ose  who a re  e l i g ib l e  to  r e c e iv e  a d iv id e n d  fo r  th a t  y e a r  and do not 

e le c t  cash  under AS 4 3 .2 3 .0 0 5 (d ) .  The a l lo c a t io n  s h a l l  be made in  the 

fo llo w in g  m anner:

(1 )  a c r e d i t  w i l l  be made to  th e  acco un t o f each  in d iv id u a l  

who i s  a t le a s t  18 y e a rs  o ld ;

(2 )  the c r e d i t  fo r  each p erso n  from th e  age o f 18 through

age 35 i s  th e  base amount; th e  s iz e  o f  the base amount i s  determ ined

acco rd in g  to  the amount o f th e  a p p ro p r ia t io n ;

(3 )  the c r e d i t  fo r  p e rso n s o ve r the age o f 35 i s  th e  base

amount, in c re a se d  fo r  each y e a r  o f age o ve r 35 up to  and in c lu d in g  the 

age o f 6 5 ; the in c re m e n ta l in c re a s e  f o r  each  y e a r  o f  age i s  a p e rc e n t­

age o ve r th e  c r e d i t  f  r  th e  p r io r  y e a r  o f ag e ; th a t  p e rce n tag e  s h a l l  

be e s ta b lis h e d  w ith  due re g a rd  f o r  h i s t o r i c a l  and p ro je c te d  permanent 

fund re tu rn s  on in v e s tm e n t ;

(4 )  i f  a p erso n  e le c t s  to  r e c e iv e  a p o r t io n  o f the d iv id e n d  

in  cash  under AS 4 3 .2 3 .0 0 5 (d ) ,  th e  a l lo c a t io n  to  w h ich  th a t  p e rso n  i s  

o th e rw ise  e n t i t le d  w i l l  be reduced p ro p o r t io n a t e ly .

( c )  Money in  the  a n n u ity  in ve stm e n t fund s h a l l  be in v e s te d  by 

the com m issioner o f revenue in  in ve stm e n ts  a u th o r iz e d  under AS 3 9 .-  

3 5 .1 1 0 . The com m issioner o f a d m in is t r a t io n  s h a l l  c r e d i t  in d iv id u a l  

a n n u ity  acco u n ts  w ith  e a rn in g s  a t  a r a t e  eq u a l to  th e  r a t e  o f in t e r e s t  

earned by the  a n n u ity  in ve stm en t fu n d .

(d ) The le g i s la t u r e  may a n n u a lly  a p p ro p r ia te  to  th e  Departm ent 

o f A o m in is t ra t io n  an amount s u f f i c i e n t  to  pay m onth ly  a n n u ity  payments 

fo r  the subsequent f i s c a l  y e a r  under AS 4 3 .2 3 .1 3 0  from the a n n u ity  

in vestm en t fu n d . Funds a p p ro p r ia te d  under t h i s  s u b s e c t io n  s h a l l  be 

t r a n s fe r r e d  from the a n n u ity  in ve stm e n t fund to  th e  Departm ent o f 

A d m in is t ra t io n  in  o rd e r to  meet the c u r re n t  demands o f th e  a n n u ity
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1 program .

2 (e )  The le g i s la t u r e  may a n n u a lly  a p p ro p r ia te  from th e  a n n u ity

3 in ve stm en t fund an amount s u f f i c i e n t  to  a d m in is te r  th e  a n n u ity  p ro -

4 gram. Any c o s ts  o f a d m in is t ra t io n  funded under t h i s  s u b s e c t io n  s h a l l

5 be a l lo c a te d  e q u ita b ly  among a l l  in d iv id u a l  a n n u ity  a c c o u n ts .

6 ( f )  N o tw ith s ta n d in g  AS 3 9 .3 5 .1 1 0  o r ( c )  o f t h i s  s e c t io n ,  the

7 com m issioner o f  revenue may in v e s t  a l l  o r  p a r t  o f th e  a n n u ity  in v e s t -

8 ment fund in  com m ercia l in s u ra n c e  c o n t r a c t s .

9 S e c . 4 3 .2 3 .1 2 0 . ANNUITY PROGRAM. (a )  The a n n u ity  program i s

10 a d m in is te re d  by the  com m issioner o f a d m in is t r a t io n . The com m issioner

11 o f a d m in is t ra t io n  s h a l l  adopt re g u la t io n s  n e c e s sa ry  to  im plem ent the

12 a n n u ity  program .

13 (b ) The com m issioner o f a d m in is t ra t io n  s h a l l  m a in ta in  re c o rd s  o f

14 in d iv id u a l  a n n u ity  acco un ts  and make a n n u ity  payments under AS 4 3 .2 3 .-

15 130.

16 S e c . 4 3 .2 3 .1 3 0 . PAYMENT OF AN N UITIES. (a )  An in d iv id u a l  w ith

17 one o r mr>re a n n u ity  c r e d i t s  may r e c e iv e  an a n n u ity  upon re a c h in g  the

18 age o f 65 .

19 (b ) An a n n u ity  under t h i s  s e c t io n  i s  a m onth ly payment d u rin g

20 the l i f e  o f the a n n u it a n t . The amount o f th e  m onth ly payment s h a l l  be

21 based upon th e  p r in c ip a l  and accru ed  in t e r e s t  in  th e  p e rs o n 's  a n n u ity

22 account and s h a l l  be p a id  in  the form o f a s t r a ig h t  l i f e  a n n u it y . The

23 s iz e  o f the a n n u ity  may not v a ry  on account o f the in d iv id u a l ' s  s e x .

24 ( c )  An in d iv id u a l  need not be a re s id e n t  o f the  s t a t e  to  be

25 e l ig ib l e  to re c e iv e d  an a n n u ity  payment from the  in d iv id u a l ' s  a cco u n t.

26 (d ) Exce p t as p ro v id e d  in  (e )  o f  t h i s  s e c t io n , an a n n u ity

27 account may not be a s s ig n e d , s o ld , o r  o th e rw ise  t r a n s fe r r e d  from one

28 in d iv id u a l  to  a n o th e r . The r ig h t  to  r e c e iv e  an a n n u ity  under t h is

29 s e c t io n  te rm in a te s  upon th e  d eath  o f th e  p erson  who i s  e l i g ib l e  fo r
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the a n n u ity  and does not p ass  to  th a t  p e rs o n 's  e s t a t e .

(e )  I f  a p erso n  d ie s  b e fo re  age 6 5 , a lump sum payment s h a l l ,  

s u b je c t  to  a p p ro p r ia t io n , be p a id  to  the  s u r v iv in g  spouse by r ig h t  o f 

s u r v iv o r s h ip  u n le s s  a d i f f e r e n t  b e n e f ic ia r y  was d e s ig n a te d . When no 

spouse s u rv iv e s  and no b e n e f ic ia r y  was d e s ig n a te d , the lump sum s h a l l  

be p a id  to  th e  d e c e d e n t's  e s t a t e .  The lump sum payment s h a l l  in c lu d e  

a l l  permanent fund d iv id e n d  c o n t r ib u t io n s  made by th e  in d iv id u a l ,  

to g e th e r  w ith  in t e r e s t ,  but s h a l l  not in c lu d e  any c r e d i t s  to  the 

in d iv id u a l ' s  acco un t made p u rsu a n t to  AS 4 3 .2 3 .1 1 0 (b ) ,  o r in t e r e s t  on 

th o se  c r e d i t s .

( f )  An in d iv id u a l  does not r e c e iv e  a v e s te d  p ro p e rty  r ig h t  in  an 

a n n u ity  payment u n t i l  th a t  payment i s  made. N o tw ith s ta n d in g  t h i s  

s e c t io n ,  th e  s t a t e  i s  not o b lig a te d  to p ro v id e  a n n u ity  payments fo r  

a n n u ity  c r e d i t s  g ran ted  under AS 4 3 .2 3 .0 0 5 .

*  S e c . 17 . AS 4 7 .4 5 .0 1 0 (a )  i s  amended to  re a d :

(a )  A p e rso n  who i s  65 y e a rs  o f age o r  o v e r , who re s id e s  in  the 

s t a t e  fo r  a t le a s t  one y e a r  im m ed ia te ly  p re ce d in g  a p p l ic a t io n  f o r  a 

lo n g e v ity  bonus under t h i s  c h a p te r  may a p p ly  to the  com m issioner o f 

a d m in is t r a t io n  fo r  q u a l i f i c a t io n  to  r e c e iv e  a m onth ly bonus [OF $ 2 5 0 ].

*  S e c . 18. AS 4 7 .4 5  i s  amended by adding a new s e c t io n  to  re a d :

S e c . 4 7 .4 5 .0 1 5 . AMOUNT OF BONUS. ( a )  E xce p t as p ro v id e d  in  (b ) 

o f t h i s  s e c t io n , th e  m onth ly lo n g e v ity  bon s i s  eq u a l to  $250 , i n ­

c re a se d  by th re e  p e rce n t each  y e a r  b e g in n in g  in  f i s c a .  y e a r  1987,

m inus the  maximum p o s s ib le  a n n u ity  f o r  a p e rso n  65 y e a rs  o f age under
1

the  a n n u ity  program (AS 4 3 .2 3 .1 1 0  - 4 3 .2 3 .1 3 0 ) ,  as determ ined  by the 

com m issioner o f a d m in is t r a t io n .

(b ) A p e rso n  who i s  65 y e a rs  o f age b e fo re  Ja n u a ry  1 , 1986, i s  

e n t i t le d  to  th e  f u l l  lo n g e v ity  bonus payment w ith o u t re d u c t io n  f o r  the 

a n n u ity  program .
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1 *  S e c . 1 9 . AS 4 7 .4 5 .0 7 0  i s  amended to  re a d :

2 S e c . 4 7 .4 5 .0 7 0 . UNQUALIFIED PERSONS. An u n q u a l i f ie d  p erso n  i s

3 one who

4 (1 )  does not meet th e  age o r re s id e n c e  re q u ire m e n ts  as

5 p ro v id ed  fo r  under t h i s  c h a p te r ;

6 (2 )  meets the age and re s id e n c e  req u ire m e n ts  o f t h i s  chap-

7 t e r  but e i t h e r  i s  co n fin e d  in  a s t a t e  o r  f e d e ra l  m enta l h e a lth  i n s t i -

8 t u t io n  o r f a c i l i t y  and i s  c e r t i f i e d  by th e  s t a t e  as u n ab le  to  manage

9 p e rso n a l a f f a i r s , o r r e s id e s  in  a n u rs in g  home as th a t  term  i s  d e f in e d

10 in  AS 0 8 .7 0 .1 8 0 ; how ever, i f  th a t  p e rso n , a t the tim e o f commitment o r

11 c i . jnencement o f r e s id e n c e , p ro v id e d  the p r in c ip a l  sup p ort o f a sp o u se ,

12 the com m issioner o f  a d m in is t r a t io n  may determ in e  to  pay th e  co n fin e d

13 p e rs o n 's  bonus to  the p e rs o n ’ s spouse u n t i l  th e  spouse i s  q u a l i f ie d

14 fo r  a bonus:

15 (3 )  i s  o th e rw ise  q u a l i f ie d  but co n fin e d  in  a p e n a l o r

16 c o r r e c t io n a l  i n s t i t u t io n  o r f a c i l i t y ;  upon co m p le tio n  o f  sen te n ce  o r

17 upon th e  c o n fe r r a l  o f a pard on , p a ro le  o r p ro b a t io n , th e  p erso n  may

18 make a p p l ic a t io n ;  confinem ent o u ts id e  th e  s t a t e  s h a l l  be co n s id e re d  as

19 re s id e n c e  in  the s t a t e  i f  a p e rso n  was c o n v ic te d  and sen tenced  from a

20 co u rt in  A la s k a ; re v o c a t io n  o f p a ro le  o r  p ro b a tio n  s h a l l  be cause fo r

21 im m ediate d i s q u a l i f i c a t io n  u n t i l  r e le a s e  from con finem ent i s  ag a in

22 e f fe c t e d ;

23 (4 )  v o lu n t a r i l y  le a v e s  the  s t a t e  and rem ains ab sen t from

24 th e  s t a t e  fo r  a co n tin u o u s p e r io d  o f more than  180 d a y s .

25 *  S e c . 2 0 . S e c t io n  11, ch . 38 , SLA 1984 i s  amended to  re a d :

76 S e c . 11 . S e c t io n s  7 and y o f  t h i s [T H IS ] A ct [AND AS 4 7 .4 5 ]  a re

27 re p e a le d  June 3 0 , 1985.

28 *  S e c . 2 1 . AS 4 3 .2 3 .0 4 5 (c )  i s  re p e a le d .

29 *  S e c . 2 2 . T h is  A c t a p p lie s  o n ly  to  permanent fund d iv id e n d s  fo r  y e a rs



1 b eg in n in g  a f t e r  December 3 1 , 1985. N o tw ith s ta n d in g  the amendments to

2 AS 4 3 .2 3  made by t h is  A c t , permanent fund d* 'id en d s f o r  1985 and p r io r

3 y e a rs  s h a l l  be made under the law  as i t  e x is te d  b e fo re  th e  e f f e c t i v e  d ate

4 o f t h i s  A c t .

5 *  S e c . 2 3 . T h is  A ct ta k e s  e f f e c t  im m ed ia te ly  in  acco rd an ce  w ith  AS 0 1 .-

6 10.07 ( c ) .
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In tro d u c e d : 2 /18/85
R e fe r re d : H e a Jth , E d u ca t io n  &
S o c ia l  S e rv ic e s  and F in a n ce

BY KOPONEN, CLOCKSIN, DUNCAN, 
GRUENBERG, HURLEY, M.M. M ILLER , 

IN  THE HOUSE SUND AND TAYLOR

HOUSE B IL L  NU. 212 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - F IR S T  SESSION 

A B IL L

F o r an A ct e n t i t le d :  "An A ct r e la t in g  to the  use o f  lo n g e v ity  bonus p ay­

ments in  d e te rm in in g  a d u lt  p u b lic  a s s i s t a n c e ;  and 

p ro v id in g  fo r  an e f f e c t i v e  d a t e ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t io n  1. AS 4 7 .4 5  i s  amended by adding  new s e c t io n s  to re a d :

S e c . 4 7 .4 5 .1 2 2 . E L IG IB IL IT Y  FOR PUBLIC ASSISTANCE. ( a )  An 

in d iv id u a l  fo r  whom p u b lic  a s s is t a n c e  i s  < en ie d  o r reduced s o le ly  

because o f the  r e c e ip t  o f a bonus by th e  in d iv id u a l  o r  by a member o f 

the in d iv id u a l ' s  househo ld  i s  e l i g ib l e  fo r  a s s is t a n c e  under the 

g e n e ra l r e l i e f  a s s is t a n c e  program under AS 4 7 .2 5 .1 2 0  - 4 7 .2 5 .3 0 0 . 

N o tw ith s ta n d in g  the l im i t  in  AS 4 7 .2 5 .1 3 0 , th e  in d iv id u a l  i s  e n t i t le d  

to re c e iv e  the  same amount as the  in d iv id u a l  would have re c e iv e d  under 

o th e r  p u b lic  a s s is t a n c e  programs had th e re  been no lo n g e v ity  bonus 

program .

(b ) In  t h i s  s e c t io n  " p u b lic  a s s is t a n c e "  means

(1 )  Supp lem enta l S e c u r i t y  Income (42 U .S .C . 1381 - 1 3 8 5 );

(2 )  M ed ica id  (42 U .S .C .  1396 - 139 6 p );

(3 )  A d u lt P u b l ic  A s s is ta n c e  (AS 4 7 .2 5 .4 3 0  - 4 7 .2 5 .6 1 5 ) ;  and

(4 )  A id  To F a m il ie s  W ith  Dependent C h ild re n  (AS 4 7 .2 5 .3 1 0  - 

4 7 .2 5 .4 2 0 ) .

S e c . 4 7 .4 5 .1 2 4 . E L IG IB IL IT Y  FOR STATE PROGRAMS. A program

a d m in is te re d  by th e  s t a t e  o r any o f i t s  in s t r u m e n t a l i t ie s  o r m u n ic i­

p a l i t i e s ,  th e  e l i g i b i l i t y  fo r  w h ich  i s  based on f in a n c ia l  need , may

not c o n s id e r  a bonus as  income o r  re so u rc e s  u n le s s  re q u ire d  to  do so
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C O R , R E C T I O N  

D is c a rd  S B  1 ___________________

and r e t a in  t h i s  c o r re c te d  v e r s io n .



In t ro d u c e d : 2 /5 /85
R e fe r r e d : S ta te  A f f a i r s ,  H e a lth

E d u ca t io n  and S o c ia l  
S e rv ic e s  and F in a n ce

BY HALFORD, RODEY
1 IN THE SENATE KERTTULA AND RAY

2 SENATE B IL L  NO. 128

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - F IR S T  SESSION

5 A B IL L

6 F o r an A ct e n t i t l e d :  "An A ct r e la t in g  to th e  use o f lo n g e v ity  bonus pay-

7 ments in  d e te rm in in g  a d u lt  p u b lic  a s s i s t a n c e ;  and

8 p ro v id in g  fo r  an e f f e c t i v e  d a t e ."

9 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t io n  1 . AS 4 7 .2 5 .4 3 0  i s  amended by adding a new s u b s e c t io n  to

11 re a d :

12 (e )  I f  th e  amount o f  an in d iv id u a l ' s  b e n e f it  under 42 U .S .C .

13 1381 - 1385 ( T i t l e  X V I , S o c ia l  S e c u r i t y  A c t , Supp lem enta l S e c u r i t y

14 Income Program ) i s  reduced  because o f  lo n g e v ity  bonus payments under

15 AS 4 7 .4 5 , the departm ent s h a l l  in c re a s e  th e  in d iv id u a l ' s  a s s is t a n c e

16 under AS 4 7 .2 5 .4 3 0  - 4 7 .2 5 .6 1 5  by the amount o f the fe d e ra l r e d u c t io n .

17 *  S e c . 2 . AS 4 7 .2 5 .4 3 5  i s  amended to re a d :

18 S e c . 4 7 .2 5 .4 3 5 . EXCLUSION OF INCOME. N o tw ith s ta n d in g  the p ro-

19 v is io n s  o f AS 4 7 .2 5 .4 3 0  - 4 7 .2 5 .6 1 5 , i f  the a p p lic a b le  p ro v is io n s  o f

20 42 U .S .C .  301 - 1397f ( S o c ia l  S e c u r i t y  A c t ) ,  as amended, p e rm it , in

21 d e te rm in in g  th e  need o f  an a p p lic a n t  f o r ,  o r a r e c ip ie n t  o f ,  an a s s i s -

22 tan ce  g ra n t under AS 4 7 .2 5 .4 3 0  - 4 7 .2 5 .6 1 5 , th e  departm ent s h a l l

23 e x c lu d e  from th e  com putation  o f  the a p p l i c a n t 's  o r r e c ip ie n t ' s  income

24 th e  amounts s p e c if ie d  in  42 U .S .C .  [S E C .]  1382a(b ) as amended, amounts

25 s p e c if ie d  in  re g u la t io n s  adopted to im plem ent the sup p lem en ta l s e c u r i-

26 ty  income p ro v is io n s  o f  f e d e ra l  la w , lo n g e v ity  bonus payments re c e iv e d

27 under AS 4 7 .4 5 . and any amounts s p e c i f ie d  by the 'epartm ent by re g u la -

28 t io n  so long as e x c lu s io n  o f  th o se  amounts i s  not in  c o n f l i c t  w ith

29 fe d e ra l la w .
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e c . 3 . T h is  A ct ta k e s  e f f e c t  J u ly  1 , 1985.


