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In tro d u c e d : 2 /25/85
R e fe r re d : S ta te  A f f a i r s
and F in an ce

HOUSE B IL L  NO. 239 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - F IR S T  SESSION 

A B IL L

Fo r an A ct e n t i t l e d :  "An A ct r e la t in g  to  the lo n g e v ity  bonus program ; and

p ro v id in g  fo r  an e f f e c t i v e  d a te ."

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

*  S e c t io n  1 . AS 4 7 .4 5 .0 1 0  i s  amended by adding a new su b s e c t io n  to 

re a d :

(d )  N o tw ith s ta n d in g  (a )  o f  t h i s  s e c t io n , on J u ly  1 , 1991, the

age req u irem en t fo r  e l i g i b i l i t y  fo r  a lo n g e v ity  bonus s h a l l  be in ­

cre ase d  to  66 y e a rs  o f age . On J u ly  1 \ jf  each su ccee d in g  y e a r  th e  age 

req u irem ent s h a l l  be in c re a se d  by one y e a r .

*  S e c . 2 . S e c t io n  11 , ch . 38 , SLA 1984 i s  re p e a le d .

*  S e c . 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 ance  w ith  AS 0 1 .-

1 0 .0 7 0 ( c ) .

IN THE HOUSE BY THE FINANCE COMMITTEE

- 1 - HB 239



In tro d u c e d : 3/4/85
R e fe r re d : R u le s

BY HURLEY, ADAMS, GRUSSENDORF, 
CLOCKSIN, KOPONEN, LARSON, SUND,

1 IN THE HOUSE TAYLOR AND BOUCHER

2 HOUSE CONCURRENT RESOLUTION NO. 16

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - F IR S T  SESSION

5 R e la t in g  to  th e  lo n g e v ity  bonus program .

6 BE IT  RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

7 WHEREAS the s t a t e  o f A la s k a  has a lw ays been com mitted to  the  e ld e r l y ;

8 and

9 WHEREAS th a t  commitment has been ev id en ced  by th e  A la s k a  lo n g e v ity

10 bonus program s in c e  1972; and

11 WHEREAS the r u l in g  o f the  A la s k a  Supreme Court in  S c h a fe r  v .  V e st

12 compels the le g i s la t u r e  to  re p la c e  the o r ig in a l  lo n g e v ity  bonus program ;

13 and

14 WHEREAS the d is c u s s io n  o f what form th e  lo n g e v ity  bonus program sho u ld

15 ta k e  in  th e  fu tu re  has caused u n c e r ta in t y  among r e c ip ie n t s ;

16 BE IT  RESOLVED th a t  th e  A la s k a  S ta te  L e g is la t u r e  i s  com m itted to  the

17 p r in c ip le  th a t  those  c u r r e n t ly  r e c e iv in g  the lo n g e v it y  bonus w i l l  co n tin u e

18 to  re c e iv e  i t  re g a rd le s s  o f  what form  th e  program may take  in  the fu t u r e .

-1- HC R  16



' ' '-MEMORANDUM State of Alaska
TO:

L o u a n n  C u t l e r

R e p r e s e n t a t i v e  A d a m ' s  O f f i c e  

A l a s k a  S t a t e  L e g i s l a t u r e
D A TE.

J a n u a r y  28, 1985

FILE NO:

TELEPHO NE NO:

F R O M : B a r b a r a  m g m e r s o n  

As s i  stajn^TJi r e c t o r  

O l d e r  A l a s k a n s  C o m m i s s i o n

SUBJECT:

‘i

D e p a r t m e n t  o f  A d m i n i s t r a t i o n

. • *

T h e  O l d e r  A l a s k a n s  C o n m i s s i o n  s u r v e y  i n f o r m a t i o n  t h a t  y o u  r e q u e s t e d  is a t t a  

P l e a s e  n o t e  t h a t  t h i s  is p r e l i m i n a r y  i n f o r m a t i o n  b a s e d  on  a s a m p l e  o f  1 , 0 0 0  

r e s p o n d e n t s .

BMP/ro

A t t a c h m e n t/

02 001A|Rev. 10/79)



MEMORANDUM State of Alaska
c *  r r  
O  L G  II

O l d e r  A l a s k a n s  C o m m i s s i o n DATE: 

FILE NO: 

TELEPHONE NO:

J a n u a r y  10, 1 9 8 5

J o n  B. W o l f e ,

O l d e r  A l a s k a n s  t o n v m s s T o n
ir e c t o r  s u b j e c t :  R e s u l t s  o f  S u r v e y

t l S S T

W e  h a v e  r e c e i v e d  a p p r o x i m a t e l y  1 0 , 1 5 0  r e t u r n e d  q u e s t i o n n a i r e s  w h i c h  h a v e  b e e n  

f o r w a r d e d  t o  t h e  L o n g  T e r m  C a r e  C e n t e r  f o r  a n a l y s i s .  T h i s  is a r e s p o n s e  r a t e  o f  

a p p r o x i n a L e l y  7 3 « .  As  y o u  all k n o w ,  t h i s  is a p h e n o m e n a l l y  h i o h  r a c e  c o n s i d e r i n c  

t h a t  w e  d i d  n o t  d o  a f o l l o w  up.

T h e  C e n t e r  h a s  p r o c e s s e d  a r a n d o m  s a m p l e  o f  1 , 0 0 0  q u e s t i o n n a i r e s .  T h o s e  re
<;hnuld bp rp rp iup r !  tn r l? v  Th ic  w i l l  i n r l i iH o  enmo rvoec  •*- = KnT = + ___

T h e  C e n t e r  p l a n s  t o  h a v e  t h e  t o t a l s u r v e y  e n t e r e d  b y  m i d - F e b r u a r y .  T h e y  c a n  r un

I r e c o m m e n d  y o u  all r e v i e w  t h e  q u e s t i o n n a i r e .  L e t  m e  k n o w  o f  a n y  a n a l y s i s  y o u  

d e s . r e  a n d  I w i l l  r e q u e s t  it  o f  t h e  C e n t e r .

I w i l l  b r i e f  y o u  o n  t h e  s a m p l e  r e s u l t s  a f t e r  I .have h a d  an o p p o r t u n i t y  t o  r e v i e w  

t h em.

J B W / r o

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

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



O L D E R  A L A S K A N S  S U R V E Y  

O C T O B E R  1 9 8 4  

R A N D O M  S A M P L E  O N L Y *

1. A G E  C O D E  = G I V E N  A G E

M E A N  = 7 1 . 9 1 5  Y E A R S  O F  A G E

M E D I A N  = 7 0 . 5 5 5  

M I N I M U M  = 5 5  

M A X I M U M  = 102

2. S E X  1 = M A L E  5 1 . 6 %

2 = F E M A L E  4 8 . 4 %

3. M A R I T A L  S T A T U S  ( c u r r e n t )

1. M a r r i e d  6 0 . 5 %

2. D i v o r c e d  8 . 7

3. S e p a r a t e d  1.2

4. W i d o w e d  2 5 . 6

5. N e v e r  M a r r i e d  . 3 . 9

4. E t h n i c / r a c i a l  b a c k g r o u n d

1. W h i t e / C a u c a s i a n 7 3 . 4 %

2. N a t i v e  A l a s k a n 2 1 . 4

3. A m e r i c a n  I n d i a n 1.4

4. B l a c k .5

5. A s i a n / P a c i  f i c 2 . 3

I s l a n d e r

6. O t h e r .5

ic B a c k g r o u n d

1. Y E S 1 . 3 %

2. NO 9 8 . 7 %

! A L A S K A

1. Y E S 2 5 . 0 %

2. NO 7 5 . 0

Y E A R  C A M E  T O  A L A S K A  ( S e e  d a t a  p a g e  9)

( P E A K  P E R I O D  IS D U R I N G  W O R L D  W A R  II A N D  P A R T I C U L A R L Y  T H E  P O S T  W A R  Y E A R S )

* R A N D O M  S A M P L E

O F  1 0 0 0  R E S P O N D E N T S .  A P P L I C A T I O N S  O F  T H I S  D A T A  S H O U L D  B E  L I M I T E D

C1C885



3. HOUSING ARRANGEMENTS

1. H O U S E  78

2. A P A R T M E N T  17

3. G R O U F  Q U A R T E R S  4

( N u rsing h o m e ,

P i o n e e r  h o m e , e t c . )

9. H O U S I N G  S A T I S F A C T I O N

1. E X C E L L E N T 34
2. GOOD 43
3. FAIR 16
4. POOR 4
5. BAD 1

10. M O N T H L Y  H O U S I N G  C O S T

I N C L U D I N G  U T I L I T I E S  (see data page 15)

CO D E  = M O N T H L Y  CO S T

M E A N  = $ 4 4 7 . 0 4

M E D I A N  = 39 9 . 6 6

M O D E  = 50 0 . 0 0

11. L I V I N G  W I T H  S P O U S E

1. YES 58

2. NO 7

3. NO R E S P O N S E  33

12. P E O P L E  L I V I N G  W I T H  R E S P O N D E N T

1. P A R E N T S

N O N E  94

O N E  OR M O R E  5

2. C H I L D R E N

NON E 73

O N E  OR M O R E  26

3. B R O T H E R S

NON E 97

O N E  OR M O R E  ■ 2

4. SI S T E R S

N ONE 96

ONE OR M O R E  3

5. G R A N D C H I L D R E N

N O N E  84

ONE O R  M O R E  15

6. O T H E R  R E L A T I V E S

N O N E  92

O N E  OR M O R E  7

7. O T H E R  PE O P L E

N ONE 89

O NE OR M O R E  10,

010885



13. .TOTAL N U M B E R  O F  P E O P L E  L I V I N G  W I T H  R E S P O N D E N T  ( s e e  d a t a  p a a e  33) 

C O D E  = N u m b e r

N O N E  25.7%

O N E  4 6 . 9

T W O  1 0 . 8

T H R E E  6 . 2

F O U R  O R  M O R E  1 0 . 3

14. N U M B E R  0F  C H I L D R E N  L I V I N G  N E A R  Y O U

N O N E  3 7 . IS

O N E  2 9 . 2

T W O  1 7 . 4

T H R E E  8 . 3

F O U R  2 . 8

F I V E  O R  M O R E  5 .1

15. N U M B E R  OF  S I B L I N G S  O R  C L O S E  R E L A T I V E S  L I V I N G  N E A R  Y O U

N O N E

O N E

T W O

T H R E E

F O U R

F I V E  O R  M O R E

7 2 . 9 % 

1 0 . 9  

. 5 . 5  

3 . 4  

1.6 
5 . 8

X16. N U M B E R  OF C L O S E  R E L A T I V E S  T H A T  DO  N O T  L I V E  N E A R  Y O U

S I B L I N G S N O N E

O N E

T W O

T H R E E

F O U R

F I V E

SIX

S E V E N  O R  M O R E

41. IS
1 7 . 3

1 5 . 4

9 . 4

7 . 5

3 . 5

2 . 4

3 . 4

C H I L D R E N N O N E

O N E

T W O

T H R E E

F O U R

F I V E

S I X

S E V E N  O R  M O R E

4 3 . 4 %

2 0 . 7

1 4 . 4

9 . 8

5 . 3

2 . 4  

2.0 
2.0

O T H E R

R E L A T I V E S  N O N E  5 3 . 1 %

O N E  7 . 6

T W O  5 .5

T H R E E  3 .5

F O U R  4 . 0

F I V E  3 . 6

S I X  2 . 2

S E V E N  O R  M O R E  2 0 . 5

0 1 0 3 8 5



17. D I S A B I L I T Y  C O M P A R E D  T O  C O H O R T S

1. M u c h  m o r e  d i s a b l e d 1 1 . 3 %

2. S o m e w h a t  m o r e 1 5.3

3. A b o u t  t h e  s a m e 28 . 7
4. L e s s 2 1 . 4

5. M u c h  L e s s 2 3 . 4

18. D E G R E E  O F  H E L P  N E E D E D  W I T H  

N E C E S S A R Y  T A S K S

1. M u c h  h e l p  1 0 . 9 %

2. M o r e  t h a n  a l i t t l e  1 2 . 4

3. A  l i t t l e  h e l p  3 4 . 8

4. No  h e l p  n e e d e d  4 1 . 9

19. D E P E N D E N C E  U P O N  O T H E R S  F O R  D A I L Y  T A S K S

1. V e r y  d e p e n d e n t  1 0 . 9 %

2. S o m e w h a t  1 9 . 2

3. S l i g h t l y  2 6 . 1

4. N o t  d e p e n d " 1, a t  all 4 3 . 7

20. NUML'ER O F  D A Y S  S P E N T  IN A  H O S P I T A L  

IN T H E  P A S T  Y E A R  ( s e e  d a t a  p a g e  43)

C O D E  = N u m b e r  o f  d a y s  

M E A N  = 3 . 8 4 0  d a y s  

NO N E  

O N E  

T W O  

T H R E E  

F O’JR 

F I V E  

SIX

S E V E N  D A Y S  A N D  M O R E

21. N U M B E R  OF  T I M E S  S E E N  BY A  P H Y S I C I A N  

O R  O T H E R  H E A L T H  P R A C T I T I O N E R  D U E  TO  

I L L N E S S  O R  I N J U R Y  IN T H E  P A S T  Y E A R

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

M E A N  =•• 5 . 1 4 6  T I M E S  

N O N E  

O N E  

T W O  

T H R E E  

F O U R  

FI V E  

S IX

S E V E N  O R  M O R E

2 5 . 2 %

14. 1

1 3 . 8

6 . 9

8 . 9  

5 .5 

5.7

1 9 . 9

7 4 . 7 %

1.9

3.1 

2 . 6
1.7

1.8
1.2 

1 3 . 0

010885



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

P A S T  Y E A R  ( s e e  d a t a  p a g e  47)

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

K E A N  = 1 1 . 7 1 1  D A Y S  IN B E D  

NON'c. 5 5. SI-

O N E  2 .8

T W O  4 . 2

T H R E E  2.1

F O U R  3 .3

F I V E  3 . 4

S IX 1.7
S E V E N  O R  M O R E  2 8 . 9

H E A L T H  R A T I N G

1. P E R F E C T  4.IS

2. V E R Y  G O O D  1 9 . 2

3. G O O D  4 1 . 0

4. F A I R  2 7 . 4

5. N O T  G O O D  A T  A L L  8.

T H E  A V E R A G E  R E S P O N D E N T  R A T E D  T H E  iff H E A L T H  A S  G O O D

H E A L T H  C O M P A R E D  TO C O H O R T S

FED T H E I R  HE/

1. M U C H  B E T T E R  T H A N  M O S T  14.51.-

2. B E T T E R  1 8 . 6

3. A B O U T  T H E  S A M E  4 4 . 9

4. S O M E W H A T  W O R S E  1 6 . 5

5. D E F I N I T E L Y  W O R S E  5.5

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

W O R S E  T H A N  O T H E R S  O F  T H E I R  A G E  A N D  S E X

L E V E L  O F  S C H O O L I N G  C O M P L E T E D

1. F O U R T H  G R A D E  O R  L E S S 14.3/1

2. F I F T H  T O  E I G H T  G R A D E 1 9 . 3

3. S O M E  H I G H  S C H O O L K . 4

4. H I G H  S C H O O L  G R A D U A T E 1 9 . 9 /

’^ 2 ‘‘
5. S O M E  C O L L E G E 1 5 . 9  C
6. C O L L E G E  G R A D U A T E 7 . 6  /

7. G R A D U A T E  O R  P R O F E S S I O N A L  

S C H O O L

8 . 7 )

A L S O  R E C E I V I N G  A L B

1. Y E S 4 0 . 7

2. NO 2 6 . 7

3. N O T  M A R R I E D 3 2 . 6

i D E C E I V I N G  I N C O M E  F R O M  T H E  Fi 

It c)

O L L O W I N G S O U R C E S

Y E S NO
--

1. S A V I N G S ,  I N V E S T M E N T S  

S T O C K S ,  B O N D S

62.0% 38.0?:

2. S O C I A L  S E C U R I T Y 9 3 . 3 6 .7

3. SSI 2 6 . 7 7 3 . 3

4. A D U L T  P U E L I C  A S S I S T A N C E 2 5 . 6 7 4 . 4

5. R E T I R E M E N T  B E N E F I T S  • 5 7 . 8 4 2 . 2
6. W O R K / J O B 2 1 . 9 78.1

7. O T H E R 2 5 . 9 74 . 1



22.. TOTAL INCONE

2 .
3.

L E S S  T H A N  5 5 , 0 0 0  

S 5 , C 0 0  - 9 , 9 9 9

5 1 0 . 0 0 0  - 1 4 , 9 9 9

5 1 5 . 0 0 0  - 1 9 , 9 9 9

5 2 0 . 0 0 0  a n d  o v e r

29. C U R R E N T L Y  E M P L C Y E D

Y E S  -

1 9 . 2

3 1 . 5

2 0 . 5  

1 3 . 0  

1 5 . 9

10 . 8 =

F U L L  T I M E  

P A R T  T I M E  

S E A S O N A L L Y

NO -

4 . 8  

4 . 2

1.8

69.1

8 9 . 1 %

R E T I R E D

U N E M P L O Y E D  A N D  

L O O K I N G  F OR W O R K  1.4 

N O T  U S U A L L Y  1 8.6

EN-'LOVED

30. J O E  OR OOC'Jr-.TION ( s e e  d a t a  p a g e  112)

31. P R O B L E M  IN P E R F O R M I N G  T H E  F O L L O W I N G  T A S K

E a t h i n :

T o i l e t  

D r e s s i n g

M o v i n g  i n / c o :  b e d / c h a i r s  

E a t i n g

‘■''Buying or g e t t i n g  f o o d  

^  T e l e p h o n e  

^ ✓ t r a n s p o r t a t i o n  

C o c k i n g  

S  T a k i n g  M e d i c a t i o n s  

T P '  h o u s e w o r k  

^ M a n a g i n g  rr. r e y

32. H E A L T H  P R O B L E M  S E V E R I T Y

N E E D E D N E E D  S O M E N E E D  A  L O T

N O  H E L P H E L P O F  H E L P

8 9 . 5 % 7.7:1 2 . 8 %

9 6 . 6 2 . 0 1 . 4

9 4 . 0 4 . 6 1 . 4

9 3 . 5 5.1 1 . 4

9 6 . 2 2 .9 .8
7 7 . 8 1 5 . 0 7 . 2
8 6 . 3 9. 5 4 . 2
7 0 . 8 17.1 1 2 . 2
8 1 . 4 1 2 . 8 5 . 7
8 9 . 5 7.7 2 . 8
7 4 . 4 1 7 . 8 7 . 8
8 6 . 0 9 . 9 4 . 1

N O L I T T L E  P R 0 3 L E M

I M P A I R M E N T NC L I M I T

H e a r i n g 4 5 . 1 % 3 2 . 6
Ev e s 3 2 . 5 4 3 . 9
B a c k 4 9 . 2 2 6 . 1
F e e t  c r  legs 4 4 . 5 2 7 . 3
L o r e s 6 5 . 6 1 6 . 9
A r t h r i t i s 4 1 . 2 3 1 . 3
B l a d d e r  c '  B o wel 7 6 . 6 1 5 . 1
D i a b e t e s 8 9 . 0 5 . 1
T e e t h / D e n t u r e s 6 1 . 6 2 6 . 0
M e m o r y 6 4 . 7 2 4 . 3
X -* CiC h 
~ r - 1 8 7 . 5 9.1

H e a r t 6 5 . 3 18. 4
A l z h e i m e r s 9 6 . 0 2 . 7

T O T A L  N E E D I N G  

H E L D  

10.5/:

3 . 4  

6.0
6 . 5  

3 . 7

22.2
1 3 . 7

2 9 . 3

1 8 . 5

1 0 . 5

2 5 . 6  

1 4 . 0

M O D E R A T E  P R O B L E M  S E R I O U S

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

1 7 . 1 % 5 . 2 %
1 7 . 1 6 . 5
1 7 . 0 7 . 7

1 8 . 9 9 . 3
9 . 7 7 . 8

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

8 . 6 3 . 8

7 . 5 3 . 4

2 . 3 1.1

1 1 . 0 5 . 3

.6 .7



F R E Q U E N C Y  C F  U S E  O F  S E R V I C E S  D U R I N G  

T H E  P A S T  M O N T H

N O N E 1 -2 D A Y S 3 - 1 0  D A Y S 1 1 -31

H O S P I T A L 8 5 . 8 5 5 . 9 5 5 . 6 5 2.
N U R S I N G  H O M E 9 8 . 6 .1 1.
P I O N E E R  H O M E 9 7 . 3 0 *0 2.
A L A S K A  P S Y C H I A T R I C  I N S T I T U T E 1 0 0 . 0 0 0

M E N T A L  H E A L T H  C L I N I C S 9 9 . 6 .3 0
N U T R I T I O N  P R O G R A M 9 0 . 9 2 . 0 3 . 9 3!
H O M E  D E L I V E R E D  M E A L S 9 5 . 8 .4 2 . 0 1.
S E N I O R  C I T I Z E N  C E N T E R 8 1 . 3 7 . 4 7.1 4.
H O M E M A K E R / C H O R E 9 5 . 5 1.5 1 .4 1.
H O M E  H E A L T H  A I D E / N U R S E 9 3 . 2 3 . 7 2 . 0 1.
S E N I O R  T R A N S P O R T A T I O N 8 8 . 8 4 . 0 4 . 1 3.
P U B L I C  T R A N S P O R T A T I O N 8 6 . 9 6 . 4 4 , 5 2.
D E N T A L  C A R E 8 9 . 3 7 . 2 3 . 0 .
A L C O H O L  A N D  D R U G  T R E A T M E N T 9 9 . 3 .2 .2 .

P U B L I C  H O U S I N G 9 6 . 2 .2 .1 3.
A L A S K A  LEGAL S E R V I C E S  C O RP. 9 7 . 1 2 .1 .6

A D U L T  P R O T E C T I V E  S E R V I C E S 9 5 . £ .4 0
•

A D U L T  D AY C A R E 9 9 . 3 .2 .2

P H Y S I C I A N 64. 6 2 0 . 9 1 0 . 2 4.’

V I L L A G E  C L I N I C 9 0 . 1 6 . 5 2 .5

P U B L I C  H E A L T H  C E N T E R 9 3 . 0 5.7 _ 0

F O O T  C A R E 9 6 . 3 3 .1 .2

S E N I O R  C I T I Z E N  O M B U D S M A N 9 8 . 5 .8 .6 .
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IFKiE H 1(10 M l®  (Sill
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b r u a r y  8, 1985

SUBJECT: L o n g e v i t y  b o n u s / a n n u i t y  p r o g r a m  bill
(CSSB 56 (State Affairs))

TO: Re presentativ e A l b e r t  P. Adams
Chairman, House Finance Committee

FROM: K e i t h  B. L e v y P ^
L e gislativ e Counsel

P O U C H Y  STATE C A P l lO l  

J U N E A U  A IA S K A 9 9 B 1  1 

9 0 /  4 A 5  3 flO O

You hav e asked the following questions relating to CSSB 56 
( S A ) , the longevity b o n u s / a n n u i t y  p r o g r a m  bill:

1. A r e  the a n nuity provisions of the bill p rohibit ed 
b y  E R I S A  or other federal or state statutes?

2. W h a t  are the implications of AS A 3 . 2 3 . 1 3 0 ( f ) , added 
by sec. 16 of the bill, w h i c h  provides that an i n­
dividual has no v e s t e d  p r o p e r t y  right in an annuity 
payment until  that payment is made?

1. Implications of federal/st ate statutes.

The Employ ee Retire m e n t  Income Security Act of 1974, P.L. 
93-406, (ERISA), was enacted by Congress in 1974 to protect 
certain employees' rights under employee benefit plans m a i n­
tained for them by their employers or employee organizations 
if the employer is engaged in i ntersta te commerce or a c t­
ivities affecting interstate commerce. Section 4(a) of the 
act spec ifically states the coverages of the act, and refers 
only to employees and employers. Thus, the act was clearly 
not intended to ap ply to the type of annuity plan created by 
CSSB 56(SA), since there is no e m p loyee /employer r e l a t i o n­
ship b e t w e e n  the annuitants and tne state.

■ -. •



Representative Albert P. Adams
February 8, 1985
Page 2

Moreover, even if the annuity plan could be construed as an 
employe e benefit plan, it w o u l d  still not be covered by 
ERISA. Section 4(b) of the act specifically excludes from 
its coverage g overnmental employee benefit plans. The term 
’’governm ent al  pie'." is defined in sec. 3 ( 3 Z )  of the act as

. . .  a p l a n  e stablished  or m a i n t a i n e d  for its employ­
ees by the. Government of the United S t a t e s , by the g o v­
ernment o : any State or politi cal subdivision thereof, 
or by an agency or instrumentality of any of the fore­
going. Emphasis added.)

Accordingly, it is clear that ERISA could not be applied to 
the a n nui ty p l a n  established in CSSB 56(SA).

I a m  unawa re of any other provisions of federal law that 
could have an impact on the annuity provisions of 
CSSB 5 6 (SA) other than the provisions of the Internal 
Revenue Code. It is m y  u n d e r s t a n d i n g  that tax counsel was 
hi r e d  b y  the L o n g e v i t y  Bonus Committee so that the bill 
could be p r e p a r e d  to ha ve the least tax impact on 
annuitants. I w o u l d  defer to the expertise of tax counsel 
on matters r e l ated to the interpretation of the Internal 
Re venue Code.

There are a n umber of provisions of state law related to the 
establishment of annuity plans in the state (see, e.g.,
AS 21.45 and 21.48). However, to the extent that these p r o­
visions conflict w i t h  CSSB 56(SA), the bill would prevail if 
enacted  since it is the later enactment. In any case, n o t h­
ing in existing law (other than constitutional provisions) 
could prevent the state from setting up the annuity progra m 
the w a y  it wants, since the existing provisions could simply 
be a m e n d e d  b y  the legislature. Thus, state law is not an 
impediment to the provisions of CSSB 5 6 ( S A ) .

2. V e s t e d  pro perty rights in the annuity.

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

An individual does not receive a v e s t e d  property right 
in an ann uity payment until that payment is made. N o t­
wit h s t a n d i n g  this section, the state is not obligated
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to provide annuity payments for annuity credits granted 
under AS 43.23.005.

The significance of this section is that, a person could
elect to take the permanent fund dividend in the form of an
annuity credit for their entire lives ana lose the entire 
benefit if a future legislature cho;.. e to repeal the program 
or spend the m o n e y  elsewhere. If the bill Is enacted, the 
state w o u l d  n o t  be obligated  to make annuity payments and a 
p e r s o n  w o u l d  have no legal rights to them except for p a y­
ments already received.

It is clear that an individual has no pr operty interest in a 
permanent fund dividend payment other than that created by 
statute. Accordingly, the legislature can set up the stat­
utory scheme so that a person has no v e s t e d  interest in r e­
ceiving an annuity payment if that p e r s o n  elects to take an 
annuity credit instead of a cash permanent fund dividend.
In d iscussing the n a t u r e  of these kinds of property rights, 
the U n i t e d  States Supreme Court has said:

To have a property interest in a benefit, a person
clearly must have m o r e  than an abstract n e e d  or desire
for it. He must have more than a unilateral expecta­
tion of it. He must, instead, have a legitimate claim 
of entitlement to it.

*  *  *

P r o p erty interests, of course, are not created by the 
Constitution. Rather, they are created and their 
dimensions are defined by existing rules or u n d e r s t a n d­
ings that stem from an independent source such as state 
law —  rules or understandings that secure certain b e n­
efits and that support claims of entitlement to those 
benefits. (Emphasis added).

Board of Regents v. R o t h , 408 U.S. 564, 33 L.Ed 2d 548, 561, 
57UFI 2701 (T97 I) (nontenured employee of state university 

has n o  p r o p e r t y  interest in job that w o u l d  require hearing 
before dismissal w i t h o u t  cause). In other words, an indi­
vidual has no v e s t e d  right to benefits from the state unless 
the statutes creating those benefits create such an ent itle­
ment.^ AS 43.23.130(f) makes it clear that the annuity p r o­
gram is not an entitlement. Thus, if a person were to 
select an annuity credit under the bill, they w o u l d  do so 
knowing that, under the provisions of the bill, they have no
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right to sue the state if they never receive an annuity pay 
m e n t .

If I may be of further assistance p l ease feel free to c o n­
tact me.

KBL-.oib 
J 1 1/067



A d m i n i s t r a t i o n  C r i t i c i s m  o f  A n n u i t y  P l a n

*  3% escalator has no economic j ustif i c a t i o n

* annuity p l a n  has n o th ing to do w i t h  the A l a s k a  Longe v i t y  Bonus 
program; it is a completely separate proposal (current recipients are 
grandfatV'Te d into current ALB p r o g r a m  at current payments)

* after the initial years of "front-loading", the plan likely loses 
its tax shelter features;

* a tax shelter p r o g r a m  is neither n e c e s s a r y  nor appropriate for 
state government;

* regardin g participation, the plan likely w o n ' t  be attractive for 
low-income people and young people; in fact, the architect's of the plan 
estimate only a 30 percent p a r ticipation rate;

* as an investment, the plan is not that attractive:
- the annuitant does not own the annuity
- not part of the estate if death occurs
- no capital gain

*  the plan does not address the p r o b l e m  e xperienced by low-income
persons in terms of Old Age Assistance, SSI and M e d i c a i d  payments;

*  the front-loa ding costs are a bad use of precious revenues that
do n o t h i n g  for basic needs;

* the plan does not protect the Pe rmanent Fund;

* it is untested;

A c c o r d i n g  to M a r s h a  Hubbard, the plan w o u l d  be more acceptable if it 
did not depend on any use of General Fund or Permanent Fund money; this 
is the bigges t criticism. Without the f r o n t - l o a d i n g , however, the a r c h i­
tects of the p l a n  fear part ic i p a t i o n  w o u l d  be even less. M a n d at ory 
p a r t i c i p a t i o n  is u n ac ceptable to Jay Hammond, R i c k  Halford, Al Adams, 
and p r o bably others. Li sa Rudd does not support any p l a n  funded by PF. 
Adams has p u b licly es pressed support for the A d m i n i s t r a t i o n  n e e d s - b a s e d  
proposal, but m o s t l y  because he did not wan t to support the annuity plan. 
He is likely to support other options. His b o t t o m  line will be at least 
contin u a t i o n  of the ex isting p r o g r a m  for another year b e yond the June 
30, 1985 sunset.
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M E M O R A N D U M

TO: S e n a t e  J u d i c i a r y  C o m m i t t e e  M e m b e r s

F R O M : C o m m i t t e e  S t a f f

D A T E :  F e b r u a r y  21, 1 9 8 5

RE: S B 5 6  H e a r i n g  #1 - O v e r v i e w

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

* C S  f o r  S B 5 6  ( S t a t e  A f f a i r s )

* S e c t i o n a l  A n a l y s i s

* S e n a t e  S t a t e  A f f a i r s  L e t t e r  o f  I n t e n t  o n  S B 5 6

* 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  - F i s c a l  N o t e s  a n d  
P o s i t i o n  P a p e r

* D e p a r t m e n t  o f  R e v e n u e  - P o s i t i o n  P a p e r  a n d  F i s c a l  
N o t e s

* S t a t e  S p e c i a l  C o m m i t t e e  o n  L o n g e v i t y  B o n u s  - C o m m e n t s  
o n  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  C o n s i d e r a t i o n  o f  
A n n u i t y  B i l l

* R e p o r t  t o  t h e  F o u r t e e n t h  L e g i s l a t u r e  a n d  G o v e r n o r  B i l l  
S h e f f i e l d  f r o m  t h e  S t a t e  S p e c i a l  C o m m i t t e e  o n  t h e  
A l a s k a  L o n g e v i t y  B o n u s  P r o g r a m

#  'D-e'pt • o-f t S o u  (if

u n i  f i s c a l  p o k )



S E C T I O N A L  SB 56 (SA)

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

S E C T I O N  2

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

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

S E C T I O N  3

A  p e r s o n  w h o  is e l i g i b l e  t o  r e c e i v e  a p e r m a n e n t  f u n d  d i v i­
d e n d  m a y  e l e c t  t o  r e c e i v e  a n  a n n u i t y  s h a r e  in l i e u  o f  a c a s h  
d i v i d e n d .  A l t e r n a t i v e l y ,  a p e r s o n  m a y  e l e c t  u p  t o  75% in 
c a s h  a n d  t h e  r e m a i n d e r  as a a n n u i t y  c r e d i t .

S E C T I O N  4

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

S E C T I O N  5

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

S E C T I O N  6

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

S E C T I O N  7

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

S E C T I O N  8

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

S E C T I O N  1



S E C T I O N  9

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

S E C T I O N  10

S e t s  u p  a p r o c e d u r e  so if a p e r m a n e n t  f u n d  d i v i d e n d  is 
c r e d i t e d  t o  an i n d i v i d u a l s  a c c o u n t  e r r o n e o u s  a d e b i t  c a n  b e  
m a d e  a g a i n s t  t h e  a c c o u n t .  If t h e  c r e d i t  is t h e  f a u l t  o f  t h e  
i n d i v i d u a l ,  t h e  d e b i t  m u s t  b e  m a d e  w i t h i n  10 y e a r s .  I f  t h e  
c r e d i t  is t h e  f a u l t  o f  t h e  s t a t e ,  t h e  d e b i t  m u s t  b e  m a d e  
w i t h i n  3 y e a r s .

S E C T I O N  11

A d d s  d u t i e s  to t h e  D e p a r t m e n t  o f  R e v e n u e  t o  m a i n t a i n  r e c o r d s  
o f  a n n u i t y  s h a r e s  f o r  i n d i v i d u a l s  a n d  a d o p t  r e g u l a t i o n s  (to 
t h e  e x t e n t  a l l o w a b l e )  t o  s t r u c t u r e  t h e  a n n u i t y  p r o g r a m  so 
t h a t  a n n u i t y  b e n e f i t s  a r e  n o t  t a x a b l e  t o  p e o p l e  u n t i l  t h e y  
a c t u a l l y  r e c e i v e  t h e  a n n u i t y  m o n e y .

S E C T I O N  12

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

S E C T I O N  13

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

S E C T I O N  14

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

S E C T I O N  15

New definition of permanent fund d i v i d e n d  to include annuities.

S E C T I O N  16

E s t a b l i s h e s  t h e  A n n u i t y  I n v e s t m e n t  F u n d  w i t h i n  t h e  s t a t e  
t r e a s u r y .  A n  a m o u n t ,  e q u a l  t o  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
m u l t i p l i e d  b y  t h e  n u m b e r  o f  p e r s o n s  e l e c t i n g  t o  r e c e i v e  a n  
a n n u i t y  s h a r e ,  s h a l l  b e  a n n u a l l y  c r e d i t e d  t o  t h e  A n n u i t y  
A c c o u n t .  T h e  L e g i s l a t u r e  m a y  a p p r o p r i a t e  e i t h e r  g e n e r a l  
f u n d s  o r  e a r n i n g s  f r o m  t h e  u n d i s t r i b u t e d  i n c o m e  a c c o u n t  in 
t h e  A l a s k a  P e r m a n e n t  F u n d .  T h e  d e f i n i t i o n  o f  p e r m a n e n t  f u n d
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d i v i d e n d  is a m e n d e d  t o  i n c l u d e  a n n u i t i e s .  E s t a b l i s h e s  t h e  

A n n u i t y  F u n d .  M o n e y  i n  t h e  .'.nnuity F u n d  is a p p r o p r i a t e d  b y  
t h e  L e g i s l a t u r e  t o  p a y  a n n u i t i e s .  A n  i n d i v i d u a l  w h o  h o l d s  
o n e  o r  m o r e  a n n u i t y  s h a r e s  m a y  r e c e i v e  a n  a n n u i t y  u p o n  
r e a c h i n g  t h e  a g e  of 65. T h e  a n n u i t y  w i l l  b e  p a i d  m o n t h l y  
u s i n g  a s t r a i g h t  l i f e  a n n u i t y  w i t h  a d e f i n e d  c o n t r i b u t i o n  
p l a n .  I f  t h e  a n n u i t a n t  d i e s  b e f o r e  a g e  65 a l u m p  s u m  p a y m e n t  
is m a d e  to t h e  b e n e f i c i a r y .  I f  t h e  a n n u i t a n t  d i e s  a f t e r  a g e  
65 t h e  a n n u i t y  is c a n c e l l e d .

S E C T I O N  17

D e l e t e s  t h e  d o l l a r  a m o u n t  in t h e  L o n g e v i t y  B o n u s  p r o g r a m .  

S E C T I O N  18

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

S E C T I O N  19

A d d s  p e o p l e  r e s i d i n g  i n  n u r s i n g  h o m e s ,  a n d  t h e  n u r s i n g  h o m e  
w i n g  o f  o f  P i o n e e r  H o m e s  as u n q u a l i f i e d  p e r s o n s  t o  r e c e i v e  
L o n g e v i t y  b o n u s  p a y m e n t s .  (Th i s  is t o  p r o t e c t  t h o s e  p e o p l e  
o n  M e d i c a i d  w h o  w e r e  a d v e r s e l y  i m p a c t e d  b y  F e d e r a l  r e g u ­
la t i o n s )

S E C T I O N  20

R e p e a l e r s  o f  e x i s t i n g  L o n g e v i t y  B o n u s  P r o g r a m

S E C T I O N  21

R e p e a l e r s  o f  e x i s t i n g  L o n g e v i t y  B o n u s  P r o g r a m

S E C T I O N  22

T h i s  a c t  a p p l i e s  t o  P e r m a n e n t  F u n d  d i v i d e n d s  f o r  y e a r s  
b e g i n n i n g  a f t e r  D e c e m b e r  31, 198 5 .

S E C T I O N  23

I m m e d i a t e  E f f e c t i v e  D a t e
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SENATE STATE A F F A I R S  C O M M ITTE E 
LE T T E R  OF INTENT- 
ON SE NATE BILL 56

The legislature is aware that changes in the 
federal statutor y scheme for determ i n i n g  eligib i l i t y  for 
a ssist a n c e  programs have created problems for individuals 
n e w l y  e ligible to receive the A l a s k a  L o n g ev ity Bonus. 
Specifically, eligibility  for the Bonus is resul ting in some 
n e e d y  individuals losing the b e n efits for w h i c h  they were 
p revio u s l y  eligible. The D ep artment of H e a l t h  and Social 
Services has informed  the legislature that they can r e c tify 
the m o s t  serious aspects of the p r o b l e m  if sufficient funds 
are appropriated, and if the legislature expresses its 
intent that the D ep artment do so. The funds needed are e s­
timated to be $413,847.00 This letter is ev idence of that 
legislative intent.

Prior to the last Congress, federal law prov i d e d  
that income from the Alaska L o n g e v i t y  Bonus p r o g r a m  w o u l d  
not be counted as income tor the p u rpose of d e termi ning 
e l i g i b i l i t y  for Supplemental Social Security (SSI).
42 U.S.C. 1382(b)(2)(B). Last year, the A laska L o n g evit y 
Bonus p r o g r a m  was amended to open the p r o g r a m  up to any 
individual ove r age 65 who had reside d in the state for one 
year. Congress a m ended  the a b o v e - c i t e d  statute to provide 
that income from the bonus w o u l d  not be counted only if an 
i ndividual b e c a m e  eligible prior to Sep tember 30, 1985 and 
it that individual met the 25 year r e s i d e n c y  requiremen t of 
the former law. Thus, individuals who either do not meet 
the 25 y e a r  r equirem ent or who b ec ome eligible for the bonus 
after S e p t ember 30, 1985 w i l l  h a v e  the bonus counted as
income tor SSI and, as a result, for medicaid. Further, 
even it an individual does not app ly tor the bonus, the 
bonu" is treated as a "prior re source" w h i c h  m u s t  be 
e x h a u s t e d  before assistance can be claimed.

For those individuals w i t h o u t  m e d i c a l  problems, 
these changes in the law m e a n  that w h a t  they receive fro m 
the bonus is ded ucted from w h a t  they w c u l d  have received 
from a s s i s t a n c e  programs. They are not w o r s e  off, but they 
do not receive the b e n efit of the bonus. However, if 
receipt  of the bonus m akes them ine ligible for assistance, 
they also lose eligib i l i t y  for medicaid, and receipt of the 
bonus does not offset lost m e d i c a l  benefits. SB 56 provides 
that a r e s ident  of a n u r s i n g  home is n o t  eligible for the 
bonus, thus n u r s i n g  home residents are p r o t e c t e d  f r o m  losing 
m e d i c a l  benef i t s  b e c ause of the bonus. It is the individual 
w h o  is n o t  in a n u rsing home, but w h o  re ceives m e d i c a l  
a s s i s t a n c e  through  medicaid, w ho m a y  be h a r m e d  by receipt  of 
the b o n u s .

It is the intent of the legislature that the D e p a r t­
ment of H e a l t h  and Social Services take steps to insure 
that e l i g i b i l i t y  for the A la ska L o n g e v i t y  Bonus not deprive 
n eedy individuals of neces s a r y  m e d i c a l  care.

Senator I l i t ^ n ^ b o o d , D h a i r m a K  
Senate State Affairs Committee



STATE OF ALASKA 1985 LEGISLATIVE SESSION

FISCAL NOTE

R e v i s i o n  D a te:___________________________

P a g e  1 o f  2
R E Q U E S T  , F I S C A L  D E T A I L

Bi l l / ' R e s o l u t i o n  No.: CSSB 56 (SA ) A g e n c y  A f f e c t e d :  Departm ent o f A d m in is t r a t ion 
T i t l e :  An a c t  amending the lo n g e v itffrogram  C a t e g o r y  A f f e c t e d :

bonus program _______________________________________ C e n t r a l iz e d  A d m in is t r a t iv e  S e r v ic e s _______
S p o n s o r :  s t a t e  A f f a i r s _ B R U , P r o g r a m  o r  S u b p r o g r a m ( s )  A f f e c t e d :

R e q u e s t o r :  J u d ic i a r y ______________________  D ata P ro c e s s in g  S e rv ic e s / A n n u itv  Management
D a t e  o f  R e q u e s t :  2 / 2 0 / 8 5 ____________ ___________________________________________________________

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

Operatina FY 85 FY 86 FY 87 FY 88 FY 89 FY 90
100 Personal Svcs 60.0 63.0 66.2 69.5 72.9
100 Rtmnt & Bnfts
200 Travel
300 Contractual 20.0 21.0 22.0 23.2 24.3
400 Su d d !ies .5 .5 .6 . 6 .6
500 Eouipment 4.0 4.2 4.4 4.6 4.9
600 Land ?t Struct
700 Grants, Claims
700 TRS Match
TOTAL OPERATING -0- 84.5 88.7 93.2 97.9 102.7

C A P I T A L 7 5 0 .0

R E V E N U E

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

CENERAL FUND
FEDERAL FUNDS
OTHER 8 3 4 .5 8 8 .7 9 3 .2 9 7 .9 102 .7
TOTAL - 0 - 8 3 4 .5 8 8 .7 9 3 .2 9 7 .9 102 .7

P O S I T I O N S : - 0 -
FULL-TIME 1 1 1 1 1
PART-TIME
TEMPORARY

A N A L Y S I S : ( A t t a c h  a s e p a r a t e  p a g e  if n e c e s s a r y )

P r e p a r e d  By: j .k  

D i v i s i o n :

Phon e :  465-4470 
D a t e : _ 2 / 21y_a5

A p p r o v e d  by C o m m i s s i o n e r : ________________

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

ate:

D i s t r i b u t i o n  (by A g e n c y  p r e p a r i n g  fisc a l  n o t 6 )  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s ) Rev. 7/1/84



CS S e n a t e  Bill 56  ( S t a t e  A f f a i r s )

F i s c a l  M o t e  A n a l y s i s  

P r e p a r e d  by  D i v i s i o n  o f  R e t i r e m e n t  & 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

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

IV: A n a l y s i s :  T h i s  F i s c a l  N o t e  a d d r e s s e s  c o s t s  in t h e  L a b o r  S e r v i c e s

P r o g r a m  C a t e g o r y .  T h e  c o s t  o f  t h e  a n n u i t y  p r o g r a m  is 

a n t i c i p a t e d  to be  b o r n e  e n t i r e l y  by  the p a r t i c i p a n t s .  

W e  e s t i m a t e  t h a t  a p p r o x i m a t e l y  f o u r  f u l l - t i m e  e m p l o y e e s  

wil l  be n e e d e d  to  a d m i n i s t e r  t h i s  p r o g r a m  on a 

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

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

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

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

t wo s t a f f  m e m b e r s  b e i n g  n e e d e d  f o r  o n l y  h a l f  o f  FY 8 6  

t o  a s s i s t  w i t h  t h e  i m p l e m e n t a t i o n  a n d  t e s t i n g .

We a r e  b a s i n g  t h i s  Fiscal N o t e  on t h e  a s s u m p t i o n  t h a t  

t he D e p a r t m e n t  o f  R e v e n u e  w i l l  v e r i f y  a g e s  of t h o s e  w h o  

e l e c t  to p a r t i c i p a t e  in t h e  a n n u i t y  p r o g r a m .  T h i s  is 

c r i t i c  1.

W e  e s t i m a t e d  an i n f l a t i o n  r a t e  o f  5%  in all c a t e g o r i e s .  

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

a v a i l a b l e  f o r  FY 86  cost s .

W e  e s t i m a t e  t h a t  f o u r  p o s i t i o n s  a r e  n e e d e d  to

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

S u p e r v i s o r :  R e t i r e m e n t  & B e n e f i t s  S p e c i a l i s t  III

A c c o u n t a n t :  A c c o u n t a n t  II

T e c h n i c i a n :  R e t i r e m e n t  & B e n e f i t s  T e c h n i c i a n  I/II

(6 m o n t h s  F Y 8 6 ,  f u l l - t i m e  t h e r e a f t e r )  

C l e r k :  A c c o u n t i n g  C l e r k  III

(6 n._"4ths F Y 8 6 ,  f u l l - t i m e  t h e r e a f t e r )

W e  p r o p o s e  t h a t  a n o t i f i c a t i o n  wil l  be s e n t  to all

A l a s k a  b o x h o l d e r s  to i n f o r m  t h e m  o f  t he p r o v i s i o n s  o f  

th e  bill a n d  to a d v i s e  t h e m  o f  t he c o n t a c t  p e r s o n s  o r  

a g e n c i e s .  W e  e s t i m a t e  an  a n n u a l  c o s t  o f  $ 2 0 . 0  f o r  

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

a n n u a l  s t a t e m e n t s  o f  a c c o u n t  t h a t  will be s e n t  to

a p p r o x i m a t e l y  1 5 0 , 0 0 0  p a r t i c i p a n t s .  T h i s  c o s t  is

e s t i m a t e d  to  be  $ 4 1 . 0  f o r  FY 86.
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STATE OF ALASKA 1985 LEGISLATIVE SESSION

____________ FISCAL NOTE

R e v i s i o n  D a t e :

R E Q U E S T

B i l l / ' R e s o l u t i o n  N o . : CSSB 56 (SA )
T i t l e :  An a c t  am ending the___________
lo n g e v it y  bonus program ______________

S p o n s o r :  S ta te  A f f a i r s _________________
R e q u e s t o r :

F I S C A L  D E T A I L

P a g e  1 of

A g e n c y  A f f e c t e d :  Departm ent o f A d m in is t r a t ion
P r o g r a m  C a t e g o r y  A f f e c t e d : ______________________

La b o r s e r v ic e s ________________________________________
B R U ,  P r o g r a m  o r  S u b p r o g r a m ( s )  A f f e c t e d :

D a t e  of  R e q u e s t :

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  Pol 1a r s )

ODeratino FY 85 FY 86 FY 87 FY 88 FY 89 FY 90
100 Personal Svcs 124.5 164.7 173.0 181.6 190.7
100 Rtmnt & Bnfts
200 Travei
300 Contractual 61.0 67.1 73.8 81.2 89.3
400 Su d d lies 10.6 12.7 15.3 18.3 22.0
500 Eauioment 16.0
600 Land A Struct
700 Grants, Claims
700 TRS Match
TOTAL OPERATING -0- 212.1 244.5 262.1 281.1 302.0

C A P I T A L

REVENUE

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

CENERAl FUND
FEDERAL FUNDS
OTHER -0- 212. 1 244.5 262. 1 281.1 302.0
TOTAL -0- 212. 1 244.5 262. 1 281.1 302.0

P O S I T I O N S : -0-
FULL-TIME 4 4 4 4 4
PART-TIME
TEMPORARY

A N A L Y S I S : ( A t t a c h  a s e p a r a t e  p a g e  i f  n e c e s s a r y )

P r e p a r e d  By:

D i v i s i o n :  R e t ire m e n t & B e n e f it s

A p p r o v e d  b y  C o m m i s s i o n e r : _______________

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

Phone: 465-4470 
Date: 2/21/85

D i s t r i b u t i o n  (by A g e n c y  p r e p a r i n g  f i s c a l  n o t e )  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s ) Rev. 7/1/84



A n a l y s i s :

CS S e n a t e  Bill 56 ( S t a t e  A f f a i r s )

F i s c a l  M o t e  A n a l y s i s  

P r e p a r e d  by D i v i s i o n  o f  R e t i r e m e n t  & 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

F e b r u a r y  1985

T h i s  Fiscal N o t e  a d d r e s s e s  c o s t s  in t h e  D a t a  P r o c e s s i n g  

S e r v i c e s  B R U .  W e  e s t i m a t e  t h a t  t he a n n u i t y  p r o g r a m  

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

W e  e s t i m a t e  t h a t  s y s t e m  a n a l y s i s ,  d e v e l o p m e n t  a n d  

c o n s t r u c t i o n  c o s t s  w o u l d  b e  $ 7 5 0 , 0 0 0  a n d  w o u l d  b e  a 

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

W e  a n t i c i p a t e  t h e  n e e d  f o r  o n e  f u l l - t i m e  

p r o g r a m m e r / a n a l y s t  IV to p r o v i d e  g u i d a n c e  in t h e  

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

a n d ,  a f t e r  i m p l e m e n t a t i o n ,  to  p r o v i d e  o n g o i n g  

m a i n t e n a n c e .  We  a l s o  e s t i m a t e  a c o s t  o f  $ 2 0 . 0  f o r  

c o m p u t e r  r e c o r d s  s t o r a g e .

W e  e s t i m a t e d  an i n f l a t i o n  r a t e  o f  5%. F u r t h e r ,  w e  

a s s u m e d  t h a t  " o t h e r  f u n d s "  w o u l d  be a v a i l a b l e  f o r  FY 86 

co sts.
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S T A T E  OF  A L A S K A  1985 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

R e v i s i o n  Date:

R E Q U E S T

B i l l / R e s o l u t i o n  N o . : cs sb 56(s a )

Title : Longevity Bonus/Annuity______

Program_______________________________

S p o n s o r  :_Ra^___________________________

R e q u e s t o r : ____________________________

F I S C A L  D E T A I L

P a g e  1 o f  2

A g e n c y  A f f e c t e d :  Admi ni strati on

D a t e  o f  R e q u e s t :

P r o g r a m  C a t e g o r y  A f f e c t e d :  social and 

Economic Assistance for the Aoed_________________

BRU, P r o g r a m  o r  S u b p r o g r a m ( s )  A f f e c t e d :

Longevity Bonus Program___________________________

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

FY 85 FY 85 FY 87 FY 88 FY 89 FY 90

O P E R A T I N G

100 PERSONAL SERVICES 0 0 0 0 0 0

200 TRAVEL

300 CONTRACTUAL 0 10.0 0 0 0 0

A00 SUPPLIES 0 0 0 0 0 0

500 EOUIPMENT 0 0 0 0 0 0

GOO LAND & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

T O T A L  O P E R A T I N G 0 10.0 0 0 0 0

C A P I T A L 0 0 0 0 0 0

R E V E N U E 0 0 0 0 0 _____ 0 I

F U N D I N G :  ( T h o u s a n d s  o f  Do!' a rs)

GENERAL FUND 0 10.0 0 0 0 0

FEDERAL FUNDS

OTHER

TOTAL 0 10.0 0 0 0 0

P O S I T I O N S : 0 0 0 0 0 0

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

A N A L Y S I S : ( A t t a c h  a s e p a r a t e  p a g e  if n e c e s s a r y )

P r e p a r e d  By/_________________

D i V i S i O n : Pioneers' Benefits___________________

A p p r o v e d  b y  C o m m i s s i o n e r :  L i s a  R u d d

A g e n c y :  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ' »

D i s t r i b u t i o n  (by A g e n c y  p r e p a r i n g  fisc a l  not^): 

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s )  ,
 ̂ 3 ,7V 1/7D1/0219-07/2

P h one: A65-A400 

D a t e February 19, 1985

Z -
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C S S B  5 6 (SA)

Fiscal N o t e  A n a l y s i s  

P r e p a r e d  by  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  

F e b r u a r y  19, 1985

A S S U M P T I O N S

T h i s  f i s c a l  n o t e  a d d r e s s e s  a d m i n i s t r a t i v e  c o s t s  o n l y  f o r  t he L o n g e v i t y  B o n u s  

Pr o g r a m .

T w o  p a y m e n t  s y s t e m s  will be r un in t he 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 .  T h e  

f i r s t  w o u l d  p a y  a m o n t h l y  t a r g e t  a m o u n t  f o r  t h o s e  e l i g i b l e s  ag e  65  b e f o r e  

J a n u a r y  1, 1986. T h e  s e c o n d  w o u l d  p ay m o n t h l y  p a y m e n t s ,  v a r y i n g  e a c h  y e a r ,  

f o r  t h o s e  a g e  65 a f t e r  J a n u a r y  1, 1986. T h e  s e c o n d  s y s t e m  w o u l d  be i m p a c t e d  

by  i n f o r m a t i o n  f r o m  t h e  A n n u i t y  p r o g r a m .

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

to d a t a  p r o c e s s i n g  files.

FY 8 6  A d m i n i s t r a t i v e  C o s t s  ( S t a r t - u p )

C o n t r a c t u a l  S e r v i c e s  S 1 0 ,000

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

P r i n t i n g  C o s t s  a l r e a d y  in 86 B u d g e t

FY 87 A d m i n i s t r a t i v e  C o s t s  ( O p e r a t i o n s )

No  A d d i t i o n a l  C o s t

1/7D1/0219-07/3



POSITION PAPER

C SSB 56 (STATE AFFAIRS)

This b i l l  w o u l d  a f f e c t  three d e p a r t m e n t s  of s tate g o ve r n m e n t ,  i.e., 

a dmin i s t r a t i on ,  revenue, and health and s o c i a l  services.

B a s i c a l l y  the bill w o u l d  amend the l o n g e v i t y  b o n u s  p r o g r a m  and the 

p e r m a n en t  fund d i v i d e n d  program, e s t a b l i s h  a n  a n n u i t y  program, and 

p r o v i d e  for an e f f e c t i v e  date. T h e  effect of the b i l l  w o u l d  be  to p h a s e  

out the gene r a l  funded l o n g e v i t y  b o n us  p r o g r a m  and repl a c e  it w i t h  i ndi­

vidu a l  a n n u i t y  ac c o u n t s  funded p r i m a r i l y  b y  d e f e r r a l  of p a r t i c i p a n t s  

p er m a n e n t fund d i v i d e n d s  b y  a p p r o x i m a t e l y  the y e a r  2003. T h e  bill w ou l d  

a lso a u t h o r i z e  the l e g i s l a t u r e  to " f r o n t - lo a d "  the a n n u i t y  fund w i t h  

annual a p p r o pr iations.

Th e  b ill " g r a n d p a r e n t s "  in those c i t izens w h o  are 65 y ears of a g e  b e f o r e  

J a n u a ry  1, 1986 in the l o n g ev i t y  bonus p r o g r a m  for t h e i r  lifetime.

F o l l o w i n g  are some of the p o t e n t i a l  p r o b l e m s  of a d m i n i s t r a t i o n,  a reas 

w h e r e  it m i g h t  be d e s i r a b l e  to amend this bill b e f o r e  passage, and po s s i b l e  

legal and social d i f f i c u l t i e s  w i t h  the b ill as proposed.

1. O n  page 2, u nder S e c t i o n  3, AS 4 3 . 2 3 . 0 0 5  (d) b e g i n n i n g  in m i d l i n e  

22 reads, "Alte r n a t i v e ly ,  a pe r s on  m a y  elect to receive not less 

than 25 perc en t  of the d i v i d e n d  in cash and the r e m a i n d e r  's an 

a n n u i t y  credit." T h i s  could create a p r o b l e m  of w h e r e  a c i t i z e n  

m a y  request a n y  amount of pe r m a n e n t  fund d i v i d e n d  in cash as long 

as it is m o r e  than 25 percent of the whole.

T o  a m e n d  the s e c t i o n  as follows w o u l d  g r e a t l y  e nh a n c e  the a b i l i ty  

of those char g e d  w i t h  a d m i n i s t r a t i v e  r e s p o n s i b i l i t i e s  to a d m i n i s t e r  

the fund and m a k e  el e c t i o n s  s im p l e r  for parti c i p a n t s.  " A l t e r n a t iv e l y ,  

a p e r s o n  m a y  elect to rece iv e  2 5 , 50, or 75 p e r c e n t  of the d i v i d e nd  

in cash and the r e m a i n d e r  as an a n n ui t y  c r e d i t ."  It is p o s s i b l e  

this could be a d d r e s se d  by regulations.

2. P a g e  6, Sect i o n  11, AS 4 3 .23.055 (5) causes the c o m m i s s i o n e r  of 

r e v e n u e  to p r o v i d e  the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  w i t h  i n f o r­

ma t i o n  ne c e s s a r y  to m a i n t a i n  i n d i v i d u a l  a n n u i t y  a c c o u nt  reco r d s  

and a d m i n i s t e r  the a n n u i t y  program.

T h e  r e g u l a t i o n s  that w o u ld  be w r i t t e n  mu s t  m e e t  the n eeds of b o t h  

d e p a r t m e n t s  and at least the foll o w i n g  i n f o r m a t i o n  mus t be t rans­

mi t t e d  to the c o m m i s s i o n e r  of admi ni s t r a t i o n:  the v e r i f i e d  age 

of the participant; the address of participant; the so c i a l s e c u r i t y 

n u m b e r  of the participant; the p a r t i c u l a r  e l e c t i o n  m a d e  by the 

participant; i.e., amount of cash or a n n u i t y  credit; any d e f e r r a l s  

that m a y  affect the p a r t i c i p a nt ' s  account; the funds earnings; and 

the amount of a n y  a p p r o p r i a t i o n s  to the fund for d i s t ribution.



M u c h  of the a bove i n f o r m a t i o n  w o u l d  h a v e  to come from the a p p l i c a­

tion for the p e r m a ne n t  fund d i v i d e n d  and the v e r i f i c a t i o n  of age 

w o u l d  need to b e  a c c o mp l i s h e d  by the d e p a r t m e n t  of revenue.

On  page  8, S e c t i o n  16, AS 4 3 . 2 3 . 1 1 0  (b) the l e g i s l a t u r e  is a u t h o r­

ized, if they dee m  app r o p r i at e ,  to a p p r o p r i a t e  m o n e y  from ei t h e r  

gene r a l  funds or earni n gs  of the u n d i s t r i b u t e d  income accou n t  in 

the A l a s k a  p e r m a n en t  fund i n t o  the a n n u i t y i n v e s t m e n t  fund. T his 

is a proc e ss  of " f r o n t - l o a d i n g . "

I n a s mu c h  as the " f r o n t - l o a d i n g "  need not o c c u r  e very year, or 

in a n y  year, and i n a sm u c h  as it is the o p i n i o n  of the l o n g e v i t y  

b o n u s  c o m m i t te e ' s  tax c ou n s e l  that the p e r m a n en t  fund d i v i d e n d  is 

taxable in y ears w h e n  no " f r o n t - l o a d i n g "  occurs, the p r o b l e m  of 

record k e e p i n g  b e c o m e s  apparent.

On pag e  9, S e c t i o n  16, AS 4 3 . 2 3 . 1 1 0  (b) (2) (3) the bil l  d e a l s wit h  

two levels of i n crement e a r n i n g s  on i n d i v i d u a l  an n u i t y  accounts.

O n e  level for pers o n s  age 18 through 35 and an e s c a l a t i n g  level for 

p e r s o n s  age 35 thro u g h  65.

O n  page 10, S e c t i o n  16, AS 4 3 . 2 3 . 1 1 0  (e) the bil l  states that any 

c osts of a d m i n i s t r a t i o n  funded u n d e r  this s u b s e c t i o n  w i l l  be a l l o­

cated e q u a l l y  a mong all i nd i v i d u a l  a n n u i t y  accounts. U n d e r  this 

s e c t i o n  it seems a p p arent that the w r it e r s  of this b i l l  have  m a d e  

the a s s u m p t i o n  that " f r o n t - l o a d i n g "  w i l l  o c c u r  at least du r i n g  the 

first years of the program. If suc h  "fro n t - l o ? ’ing" should not 

o c c u r d u r i n g  these initial years, s u f f i c i e n t  funds m a y  not be a vail­

able for a d m i n i s t r a t i v e  costs.

T h e  b i l l  is v a g u e  on w h a t  h a p p e n s  to acco u n t  b a la n c e s  of p a r t i c i­

pants over the ag e  of 65. If a n n u it i e s  v a r y  from y e a r  to year, 

then do account b a l a n c e s  also? W h e n  a pa r t i c i p a n t  b e c o m e s  e li g i b l e  

to r e c e iv e  an annuity, w h a t  h a p p e n s  to that acco u n t  b a l a n c e ? Does 

it get redistr i b u t e d,  or is a spec i a l  r e s e rv e  fund p e r h ap s  e s t a b­

lished? Wha t  if a p a r t i c i p a n t  over 65 dies? This lac k  of a d ef i n i t e  

cut off p oint g r e a t l y  c o m p l i c a t e s  the p r o g r a m  and re s t r i c t s  the 

c h o i c e  of participants.

O n  p a g e  12, S e c t i o n  19, AS 4 7 . 4 5 . 0 7 0  (2) u n d e r  " U n q u a l i f i e d  P e r sons" 

the b i l l  states that p a r t i c i p a n t s  b e c o m e  u n q u a l i f i e d  upo n  b e i n g  

a d m i t t e d  into a n u r s i n g  hom e  as d e f i n e d  in AS 08.70.180. Thi s  

m a y  r a i s e  the legal q u e s t i o n  of w h e t h e r  or not the s t a t e  could 

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

that p a r t i c i p a n t  changes their p lace of r e sidence, i.e., a n u r s i n g  

home.

It appe a r s  that it w o u l d  be p o s s i b l e  to p r o vi d e  for b e n e f i c i a r i e s  

of those o ver the ag e of 65 w i t h o u t  i n c u r r i n g  u ndue costs. T his 

w o u l d  a n s w e r  the c o nc e r n s  m a n y  h ave expressed.



At this point, the D e p a r t m e n t  of A d m i n i s t r a t i o n  is m a i n t a i n i n g  a n e u t r a l  

p o s i t i o n  on this bill.

E. L ouis Keller, D i r e c t o r  

D i v i s i o n  of Pioneers' be n e f i t s

/ ■
C o m m i s s i o n e r  L i s a  Rudd 

D e p a r t m e n t  of A d m i n i s t r a t i o n

Dat e



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

DOR:

- D i v i s i o n  of A d m i n i s t r a t i v e  S e r v i c e s

- D i v i s i o n  of E n f o r c e m e n t

- D i v i s i o n  of T r e a s u r y

- D i v i s i o n  of P u b l i c  S e r v i c e s

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

i n t o  c a t e g o r i e s  i n s t e a d  of a l o n g  d i v i s i o n  lines:

I. I n t r o d u c t i o n  - T h e  A n n u i t y  P r o g r a m

II. S e c t 1 o n - b y - S e c t i o n  A n a l y s i s  of A m e n d m e n t s  to A S  43

III. P r o p o s e d  A m e n d m e n t s

IV. D i v i s i o n ( s )  F i s c a l  N o t e s

D E P A R T M E N T  OF R E V E N U E  -

I

I n t r o d u c t i o n  

T h e  A n n u i t y  P r o g r a m

A n n u i t y  P r o g r a m

U n d e r  the a n n u i t y  p r o g r a m  e s t a b l i s h e d  by SB  56, an  e l i g i o l e  A l a s k a  

r e s i d e n t  u n d e r  t he a g e  of 65 as of J a n u a r y  1, 1 9 8 6  m a y  f o r e g o  all or a 

p o r t i o n ,  b u t  n ot less t h a n  25%, of t h e i r  p e r m a n e n t  f u n d  d i v i d e n d  in 

e x c h a n g e  f or a c r e d i t  to an i n d i v i d u a l  a n n u i t y  a c c o u n t .  U p o n  r e a c h i n g  

t h e  a g e  of 65, t h a t  p e r s o n  w i l l  r e c e i v e  a m o n t h l y  a n n u i t y  fo r  the 

r e m a i n d e r  of t h e i r  l i f e  t h a t  is b a s e d  on t he a c c u m u l a t e d  v a l u e  of t h e i r  

a n n u i t y  a c c o u n t ,  i n c l u d i n g  i n t e r e s t ,  a t  a g e  65.

As it d o e s  c u r r e n t l y ,  t he E n f o r c e m e n t  D i v i s i o n  of t h e  D e p a r t m e n t  of 

R e v e n u e  w i l l  d e t e r m i n e  e l i g i b i l i t y  f o r  a d i v i d e n d .  U n d e r  S B  56 t he 

d i v i s i o n  of A d m i n i s t r a t i v e  S e r v i c e s  w i l l  p r o v i d e  to t h e  D e p a r t m e n t  of . 

A d m i n i s t r a t i o n ,  th e  a m o u n t ,  if a n y ,  e a c h  r e s i d e n t ' s  a n n u i t y  a c c o u n t  w o u l d  

be c r e d i t e d  as a r e s u l t  of e l e c t i n g  s u c h  c r e d i t  r a t h e r  t h a n  a c a s h  

d i v i d e n d .  T h e  total of s u c h  c r e d i t s  w i l l  be t r a n s f e r r e d  to t he a n n u i t y  

i n v e s t m e n t  f u n d  f r o m  t h e  d i v i d e n d  fund.

T h e  T r e a s u r y  D i v i s i o n  of the D e p a r t m e n t  of R e v e n u e  w i l l  i n v e s t  t h e  

a n n u i t y  i n v e s t m e n t  f u nd. I n v e s t m e n t s  p e r m i t t e d  a r e  t h e  s a m e  as t h o s e  of 

the P u b l i c  E m p l o y e e s  R e t i r e m e n t  F u n d  e x c e p t  t h a t  t h e  f u n d  m a y  a l s o  be  

i n v e s t e d  1n c o m m e r c i a l  i n s u r a n c e  c o n t r a c t s .  * P e r i o d i c a l l y , t he T r e a s u r y  

D i v i s i o n  w i l l  n o t i f y  t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  of t h e  i n c o m e  

r e a l i z e d  by th e  fund. T h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  w i l l  a l l o c a t e  

t his as a p r o - r a t a  c r e d i t  to e a c h  p e r s o n ' s  a n n u i t y  a c c o u n t  b a s e d  on the 

b a l a n c e  in t h e i r  a c c o u n t .



At  a g e  65, a m o n t h l y  a n n u i t y  p a y m e n t  wil l  be e s t a b l i s h e d  for e a c h  

I n d i v i d u a l .  It will be d e t e r m i n e d  by e i t h e r  t he a n n u i t y  a v a i l a b l e  on  t h e  

m a r k e t  w h i c h  c a n  be p u r c h a s e d  w i t h  the a m o u n t  in t h e  a n n u i t a n t ' s  a c c o u n t  

or an a m o u n t  d e t e r m i n e d  by  t he D e p a r t m e n t  of A d m i n i s t r a t i o n  b a s e d  on t h e n  

c u r r e n t  i n t e r e s t  r a tes, m o r t a l i t y  t a b l e s ,  a nd a m o u n t s  on t he a c c o u n t  if 

an " i n - h o u s e "  o p t i o n  is c h o s e n  to m e e t  t h e  l i a b i l i t y  f or a n n u i t y  

p a y m e n t s .  U n d e r  the " i n - h o u s e "  o p t i o n  t h e  S t a t e  w o u l d  c o n t i n u e  to m a n a g e  

th e  i n v e s t m e n t  of t he f u n d s  in a n n u i t a n t s '  a c c o u n t s  a t  a g e  65 and 

t h e r e a f t e r .

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

i n v e s t m e n t  a c c o u n t  t h e  a m o u n t  r e q u i r e d  to m a k e  t he m o n t h l y  p a y m e n t s  to 

a n n u i t a n t s  w h o  a r e  65 or o l d e r .  T h e  a m o u n t s  r e q u i r e d  w i l l  be t r a n s f e r r e d  

to th e  D e p a r t m e n t  of A d m i n i s t r a t i o n  w h i c h  w i l l  m a k e  t h e  p a y m e n t s .

T h e  a p p r o p r i a t i o n  c o u l d  be of " the a m o u n t  r e q u i r e d  by  A S  4 3 . 2 3 . 1 3 0 "  

or t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  c o u l d  p r o v i d e  an  e s t i m a t e  e a c h  y e a r  

w h i c h  w o u l d  be  i n e x a c t  d u e  to d e a t h s  d u r i n g  t h e  y e a r  of a n n u i t a n t s  or 

t h o s e  w h o  w o u l d  b e c o m e  a n n u i t a n t s  in t h a t  y e ar.

C o m m e n t s

T h e  p r i v a t e  i n s u r a n c e  o p t i o n  t r a n s f e r s  f r o m  t he f u n d  t he r i s k  of 

i n a d e q u a t e  e a r n i n g s  on p o s t - 6 5  a n n u i t a n t s '  a c c o u n t s  t o  c o v e r  l i a b i l i t i e s  

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

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

H o w e v e r ,  by i n c o r p o r a t i n g  t h e  p r i v a t e  i n s u r a n c e  o p t i o n  i n t o  the 

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

4 3 . 2 3 . 1 1 0 ( c )  w h i c h  r e q u i r e d  c r e d i t i n g  a n n u i t y  a c c o u n t s  w i t h  i n v e s t m e n t  

f u n d  e a r n i n g s .  If a v e r a g e  f u n d  r a t e - o f - r e t u r n  is less t h a n  t h a t  on the 

i n s u r a n c e  c o n t r a c t s ,  full p a y m e n t  of m o n t h l y  a n n u i t i e s  to t h o s e  o v e r  65 

c a n n o t  be m a d e  w h i l e  a l s o  c r e d i t i n g  u n d e r - 6 5  a c c o u n t s  at  t h e  a v e r a g e  r a t e  

of r e t u r n .  T h i s  is b e c a u s e  in t h i s  c a s e  t h e  a v e r a g e  r a t e  of r e t u r n  on 

u n d e r - 6 5  a c c o u n t s  w o u l d  be h i g h e r  t h a n  t h e  a c t u a l  r e t u r n s .  Of c o u r s e ,  

t h e  c r e d i t s  c a n  be m a d e  s i n c e  t h e y  d o n ' t  r e q u i r e  c a s h  p a y m e n t  a nd o v e r  

t i m e  t he p r o b l e m  m a y  be e l i m i n a t e d  by y e a r s  on  w h i c h  a v e r a g e  fund 

e a r n i n g s  e x c e e d  i n s u r a n c e  c o n t r a c t  r a t e s  of r e t u r n .

A m o r e  d e f i n i t i v e  s o l u t i o n  m i g h t  be to  c r e d i t  u n d e r - 6 5  a c c o u n t s  o n l y  

w i t h  e a r n i n g s  n e t  of a n n u i t y  p a y m e n t s ,  to  e s t a b l i s h  s e p a r a t e  f u n d s  for 

t h o s e  o v e r  a n d  u nd e r  65, or to m a k e  the i n s u r a n c e  c o n t r a c t s  s i m p l y  

c o n t r a c t s  of t he D e p a r t m e n t  of A d m i n i s t r a t i o n  a n d  n o t  i n v e s t m e n t s  of t he 

a n n u i t y  i n v e s t m e n t  f u n d s .  In t h e  c a s e  of " 1 n - h o u s e "  m a n a g e m e n t ,  s i m i l a r  

c o n f l i c t  w o u l d  e x i s t  A S  4 3 . 2 3 . 1 1 0 ( c )  w h e n  a s s u m e d  r a t e s  of r e t u r n  and 

m o r t a l i t y  d i f f e r  f r o m  t h a t  r e a l i z e d .

T h e  o t h e r  m a j o r  a s p e c t  of t h e  a n n u i t y  p r o g r a m  w h i c h  m a y  p r e s e n t  

t e c h n i c a l  p r o b l e m s  is t h e  a l l o c a t i o n  f r o m  " f r o n t - l o a d i n g "  in AS  

4 3 . 2 3 . 1 1 0 ( b ) ( 2 )  and (3). If t h e  b a s e  a m o u n t  in ( b ) ( 2 )  is a s e p a r a t e



a p p r o p r i a t i o n  or a l l o c a t i o n  in t h e  l e g i s l a t i o n  a p p r o p r i a t i n g  the 

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

( b ) ( 3 ) 's d e r i v a t i o n  r e m a i n s  a m b i g u o u s .

S e c t i o n  1:

S e c t i o n  2:

S e c t i o n  3:

S e c t i o n  4:

S e c t i o n  5:

II

A l a s k a  D e p a r t m e n t  of R e v e n u e  

S e c t i o n  by S e c t i o n  A n a l y s i s  of SB  56 

J a n u a r y  21, 1 9 8 5

I n t e n t  s e c t i o n ,  no  e f f e c t  on D e p a r t m e n t  of R e v e n u e  e x c e p t  

t hat p a r a g r a p h  (4), lines 3 - 5  set s  up t he r e l a t i o n s h i p  of 

t wo c h o i c e s :  a n n u i t y  1s the d e f a u l t  u n l e s s  a p p l i c a n t

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

A m e n d s  A S  4 3 . 2 3 . 0 0 5 ( c ) .  R e p l a c e s  the w o r d  " p a y m e n t "  w i t h  

" d i v i d e n d , "  f o r  c o n s i s t e n c y  r e a s o n s .  T h e r e  is no  d i r e c t  

e f f e c t  on the D e p a r t m e n t  of R e v e n u e .

A m e n d s  A S  4 3 . 2 3 . 0 0 5  by e s t a b l i s h i n g  a l t e r n a t i v e s  f o r  PFD 

a p p l i c a n t s :

a) If p e r s o n  is 65 or o l d e r  on D e c e m b e r  31, 1 9 85, t h e r e

1s o n l y  o n e  c h o i c e  - 1 0 0 %  c a s h  d i v i d e n d .

b) If p e r s o n  is u n d e r  65 on  D e c e m b e r  31, 1 9 85, t h e r e  a r e

two b a s i c  c h o i c e s :

1) 1 0 0 %  c a sh.

2) At  least 2 5 %  c a sh, and

b e t w e e n  1 a nd 7 5 %  a n n u i t y .

A m e n d s  A S  4 3 . 2 3 . 0 1 5 ( a ) .  T h i s  c h a n g e  w o u l d  a p p e a r  to h a v e  

no e f f e c t  on the D e p a r t m e n t  of R e v e n u e  u n l e s s  t he i n t e n t  is 

to l i m i t  t he D e p a r t m e n t  of R e v e n u e ' s  a b i l i t y  to a d o p t  

r e g u l a t i o n s  d e f i n i n g  r e s i d e n c y ,  e tc . ,  as o p p o s e d  to j u s t  

e s t a b l i s h i n g  the p r o c e s s .

A m e n d s  AS  4 3 . 2 3 . 0 1 5 ( b )  by c h a n g i n g  t h e  a f f i d a v i t  p r i n t e d  on  

t he a p p l i c a t i o n ,  so t h a t  t he a p p l i c a n t  s i g n s  a s t a t e m e n t  

t h a t  he or s he u n d e r s t a n d s  t h a t  t h e y  w i l l  l o s e  all 

d i v i d e n d s  arid i n t e r e s t  c r e d i t e d  to h i s / h e r  a n n u i t y  

a c c o u n t .  It s h o u l d  be a m e n d e d  to s a y  t he p e r s o n  a l s o  l o s e s  

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

4 3 . 2 3 . 1 1 0  ( S e c t i o n  16 of t h i s  b i l l ) .  T h i s  r e p r e s e n t s  a 

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

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

u n a n s w e r e d .  F o r  e x a m p l e ,  it is c l e a r  t h a t  t h e  D e p a r t m e n t  

of R e v e n u e  c an u s e  c o l l e c t i o n  p r o c e d u r e s  to c o l l e c t  m o n e y  

p a i d  to a p p l i c a n t s  as c a s h  d i v i d e n d s  a n d  w i t h i n  t h e  l i m i t s  

of S e c t i o n  10, as w e l l  as c o l l e c t  f u n d s  t r a n s f e r r e d  to the 

D e p a r t m e n t  of A d m i n i s t r a t i o n  b a s e d  on an  o p t i o n  for 

a n n u i t y ,  h o w e v e r  w h a t  a b out:



S e c t i o n  6:

S e c t i o n  7:

S e c t i o n  8:

S e c t i o n  9:

1) C o l l e c t i n g  a n n u i t i e s  a l r e a d y  p a i d  to  a p e r s o n  o v e r  

65? W h o  c o l l e c t s  it an d  how?

2) If R e v e n u e  a t t e m p t s  to r e t r i e v e  m o n e y  f r o m  the 

D e p a r t m e n t  of A d m i n i s t r a t i o n  a f t e r  c o n v i c t i o n  or 

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

the a n n u i t a n t ?  U n d e r  w h a t  p r o v i s i o n  of law? W h a t  if 

t h e r e  a r e n ' t  e n o u g h  f u n d s  in the d i v i d e n d s  a c c o u n t ?

A m e n d s  A S  4 3 . 2 3 . 0 1 5 ( e )  in an  a t t e m p t  at  c o n s i s t e n c y .  B ut 

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

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

( t y p i c a l l y  c h i l d r e n  in

c u s t o d y  of the D e p a r t m e n t  of H e a l t h  &  S o c i a l  S e r v i c e s )  a nd the 

a n i m o s i t y  t h a t  is g e n e r a t e d  4n t he p a r e n t s ,  g i v i n g  a s t a t e  

a g e n c y  the o p t i o n  of i r r e v o c a u l y  p l a c i n g  a c u s t o d i a l  p e r s o n ' s  

d i v i d e n d  in an a n n u i t y  a c c o u n t  s e e m s  c e r t a i n  to g e n e r a t e  e x t r e m e  

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

r e c o v e r y  of the f u n d s .

A m e n d s  A S  4 3 . 2 3 . 0 1 5 ( f )  for c o n s i s t e n c y  w i t h  the n e w  c o n c e p t  of 

t h e  PFD a n n u i t y .  It is i m p o r t a n t  to n o t e  t h a t  thi s  d o e s  n o t h i n g  

to c o r r e c t  the p o t e n t i a l  p r o o l e m  m e n t i o n e d  in the a n a l y s i s  of 

S e c t i o n  6. O t h e r w i s e  t h e r e  is no e f f e c t  on the D e p a r t m e n t  of 

R e v e n u e .

A m e n d s  AS  4 3 . 2 3 . 0 1 5  by a d d i n g  a p a r a g r a p h  d i r e c t i n g  the 

D e p a r t m e n t  of R e v e n u e  to p r o v i d e  an  o p t i o n  on the PFD 

a p p l i c a t i o n .  For c o n s i s t e n c y ' s  sake, t he w o r d i n g  on lin e  1 6 - 1 7  

s h o u l d  be c h a n g e d  to r e f l e c t  t h e  w o r d i n g  of the o p t i o n  as g i v e n  

in S e c t i o n  3. S e c t i o n  8 i m p l i e s  o n l y  t w o  c h o i c e s :  1 0 0 %  c a s h  or

1 0 0 %  a n n u i t y .  T h i s  d o e s n ' t  s q u a r e  w i t h  S e c t i o n  3, w h i c h  

p r o v i d e s  t h a t  e v e r y  a p p l i c a n t  r e c e i v e s  at  l e a s t  2 5 %  of the 

d i v i d e n d  v a l u e  in cash. It s h o u l d  a l s o  be n o t e d  t h a t  t he u s e  of 

t h e  t e r m  " p e r m a n e n t  f u n d  d i v i d e n d "  on l i n e  17 in j u x t a p o s i t i o n  

to the t e r m  " c a s h "  i m p l i e s  t h a t  t he t e r m  " p e r m a n e n t  fund 

D i v i d e n d "  is d e f i n e d  as m e a n i n g  a n n u i t y  c r e d i t . T h i s  is n o t  t h e  

d e f i n i t i o n  p r o v i d e d  in S e c t i o n  15. T h e  o n l y  e f f e c t  on the 

D e p a r t m e n t  of R e v e n u e  of t his s e c t i o n  is to m o d i f y  t he f o r m  a nd 

e x p l a i n  the c h o i c e s  to the p u b l i c .

A m e n d s  A S  4 3 . 2 3 . 0 3 5  to r e f l e c t  t he n e w  c o n c e p t  of the PFD 

a n n u i t y  o p t i o n .  It is u n c l e a r  as to w h e t h e r  " a d d i t i o n a l  

c r e d i t s "  on l ine 24 m e a n s  an a l l o c a t i o n  of f u t u r e  l e g i s l a t e d  

a p p r o p r i a t i o n s  a n d / o r  i n t e r e s t  a c c r u e d  to o r i g i n a l  a n n u i t y  

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

l a n g u a g e  in S e c t i o n  5. A g a i n ,  t h e r e  a r e  e n f o r c e m e n t / c o l l e c t i o n  

p r o b l e m s .  W h a t  if a n n u i t y  p a y m e n t s  h a v e  a l r e a d y  s t a r t e d  a nd 

t h e r e  is n ot e n o u g h  lef t  to p a y  b a c k  all t he e r r o n e o u s l y  

c r e d i t e d  d i v i d e n d s ?  H o w  is t he b a l a n c e  c o l l e c t e d ,  and by w h o m ?  

To w h a t  f u n d ( s )  a r e  c o l l e c t i o n s  c r e d i t e d ?



S e c t i o n  10:

S e c t i o n  11:

S e c t i o n s  12

A m e n d s  A S  4 3 . 2 3 . 0 3 5  to p r o v i d e  a m e c h a n i s m  for the D e p a r t m e n t  of 

R e v e n u e  to c o l l e c t  d i v i d e n d s  e r r o n e o u s l y  c r e d i t e d  to the a n n u i t y  

i n v e s t m e n t  a c c o u n t .  T h i s  s e c t i o n  a l s o  d i s t i n g u i s h e s  b e t w e e n  the 

r e m e d y  a v a i l a b l e  to t he D e p a r t m e n t  of R e v e n u e  w h e n  the e r r o r  1s 

the f a u l t  of the s t a t e  a nd w h e n  t he e r r o r  i? the f a u l t  of the 

i n d i v i d u a l .  It is d i f f i c u l t  to e v a l u a t e  w h i c h  d a t e  s t a r t s  the 

c l o c k  - d a t e  c r e d i t e d ,  or d a t e  d i s c o v e r e d .

A m e n d s  A S  4 3 . 2 3 . 0 5 5  to r e d e f i n e  t he d u t i e s  of the D e p a r t m e n t  of 

R e v e n u e  to r e f l e c t  t h e  n e w  c o n c e p t  of a P F D  a n n u i t y  o p t i o n .

L i n e s  1 9 - 2 0  a g a i n  i m p l i e s  t w o  c h o i c e s  - 1 0 0 %  c a s h  or 1 0 0 %  

a n n u i t y .  U n d e r  t h e  p r o v i s i o n s  of S e c t i o n  3, e v e r y o n e  r e c e i v e s  

at  l e a s t  2 5 %  c a sh. L i n e s  1 1 - 1 3  on p a g e  6 r e q u i r e s  the 

D e p a r t m e n t  of R e v e n u e  to p r o v i d e  i n f o r m a t i o n  to t he D e p a r t m e n t  

of A d m i n i s t r a t i o n  n e c e s s a r y  to m a i n t a i n  th e  i n d i v i d u a l  a n n u i t y  

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

a p p e a r  t h a t  this i n f o r m a t i o n  e x c h a n g e  w o u l d  c o n s i s t  of the 

f o l l o w i n g :

1) E a c h  w e e k ,  s t a r t i n g  w i t h  t he f i r s t  PFD p a y m e n t  run 1n 

O c t o b e r ,  t h e  D e p a r t m e n t  of R e v e n u e  w o u l d  n o t i f y  the 

D e p a r t m e n t  of A d m i n i s t r a t i o n  ( v i a  a c o m p u t e r  t a pe) of t h o s e  

a p p l i c a n t s  w h o  c a m e  up f or p a y m e n t  a nd w h o  c h o s e  that a 

p e r c e n t a g e  of t h e i r  d i v i d e n d  be  c r e d i t e d  to t h e i r  a n n u i t y  

a c c o u n t .  T h i s  w i l l  a l l o w  t he D e p a r t m e n t  of A d m i n i s t r a t i o n  

to c r e d i t  t h e  a c c o u n  w i t h  t he p r o p e r  a m o u n t  a n d  as of the 

d a t e  on w h i c h  th e  a p p l i c a n t  w o u l d  h a v e  o t h e r w i s e  b e e n  p aid 

c a sh .  T h i s  r e p o r t i n g  w i l l  g o  on  w e e k l y  as long as the 

D e p a r t m e n t  of R e v e n u e  is m a k i n g  p a y m e n t s  f r o m  t h a t  

p a r t i c u l a r  y e a r ' s  file.

2) On a r e g u l a r  b a s i s ,  t h e  D e p a r t m e n t  of R e v e n u e  w o u l d  h a v e  to 

p r o v i d e  t he D e p a r t m e n t  of A d m i n i s t r a t i o n  w i t h  t h e  i n t e r e s t  

r a t e  tha t  r e f l e c t s  the e a r n i n g s  of t h e  a n n u i t y  i n v e s t m e n t  

fund.

3) On a c a s e  by  c a s e  b a s i s  o v e r  a 1 0 - y e a r  p e r i o d  the 

D e p a r t m e n t  of R e v e n u e  - E n f o r c e m e n t  w o u l d  n o t i f y  tfta 

D e p a r t m e n t  of A d m i n i s t r a t i o n  of e r r o n e o u s  p a y m e n t s  a n d  see k  

r e i m b u r s e m e n t  f r o m  t h e  a n n u i t y  i n v e s t m e n t  fund.

&  13: A m e n d  A S  4 3 . 2 3 . 0 6 5  to r e f l e c t  t h e  n e w  c o n c e p t  of a P FD

a n n u i t y  o p t i o n .  T h e  g e n e r a l  e f f e c t  of S e c t i o n s  12 a n d  13, 

t a k e n  t o g e t h e r ,  s ee m s  to be t h a t  t h e  p o r t i o n  of a d i v i d e n d  

w h i c h  1s t a k e n  as a c r e d i t  to an a n n u i t y  is n o t  s u b j e c t  to 

levy, e x e c u t i o n ,  g a r n i s h m e n t ,  a t t a c h m e n t ,  or o t h e r  r e m e d i e s  

f o r  the c o l l e c t i o n  of d e bt .  As a s t a t u t e  c h a n g e  u n r e l a t e d  

to the a n n u i t y  c o n c e p t ,  S e c t i o n  12 p r o v i d e s  f or 1 0 0 %  

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

r e s t i t u t i o n  u n d e r  A S  1 2 . 5 5 . 0 4 5  - 1 2 . 5 5 . 0 5 1  or 1 2 . 5 5 . 1 0 0 .

It is i m p o r t a n t  t h a t  the c o u r t  o r d e r  w i l l  s e r v e  to a t t a c h



t he d i v i d e n d  o n l y  1f s e r v e d  on t h e  D e p a r t m e n t  of R e v e n u e  

t i m e l y ,  as 1n the c a s e  of a n y  o t h e r  a t t a c h m e n t  o r d e r  ( C S E D ,  

IRS, e t c . ) .  S e c t i o n  13 g o e s  f u r t h e r  by p r o v i d i n g  t h a t  1n 

t he c a s e  of a C S E D  a r r e a r a g e  or 1n the c a s e  of a c i v i l  

j u d g e m e n t  or  o r d e r  of r e s t i t u t i o n ,  the D e p a r t m e n t  of 

R e v e n u e  or t he A l a s k a  c o u r t s ,  r e s p e c t i v e l y ,  m a y  r e q u i r e  the 

d e f e n d a n t  to t ' k e  h i s / h e r  e n t i r e  P F D  1n c a sh. F i r s t  of 

all, 1t 1s i m p o r t a n t  to n o t e  t h a t  n e i t h e r  t h e  D e p a r t m e n t  of 

R e v e n u e  n o r  t he c o u r t  c a n  f o r c e  a p e r s o n  to a p p l y  f or a 

d i v i d e n d ,  b u t  c a n  f o r c e  a s e l e c t i o n  of c a s h  o n c e  the 

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

S e c t i o n  13:

1) T h e  D e p a r t m e n t  of R e v e n u e  c a n n o t  d e t e r m i n e  t h a t  an 

a p p l i c a n t  m e e t s  t h e  c r i t e r i a  of S e c t i o n  13 until 

e i t h e r  C S E D  or a c o u r t  a g e n c y  s e r v e s  an a t t a c h m e n t  

o r d e r  on  t he D e p a r t m e n t  of R e v e n u e  - E n f o r c e m e n t ,  a nd 

1n t h e  c a s e  of C S E D ,  I n d i c a t i n g  a p a s t - d u e  d eb t ,  a n d

2) G i v e n  t h a t  t h e  o v e r a l l  t h r u s t  of S e c t i o n s  12 a n d  13 1s 

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

a t t a c h m e n t ,  1n t he c a s e  of a p e r s o n  w h o  o w e s  ( u n d e r  

S e c t i o n  13) less t h a n  t he a m o u n t  of the total 

d i v i d e n d ,  a n d  o r i g i n a l l y  c h o s e  t he a n n u i t y  o p t i o n ,  1t 

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

the d e b t s  u n d e r  b o t h  t he p r o p o s e d  AS  4 3 . 2 3 . 0 6 5 ( b )  an d

(c) c o u l d  be c o n v e r t e d  to t h e  c a s h  o p t i o n ,  w i t h  the 

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

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

S e c t i o n  14: A m e n d s  A S  4 3 . 2 3 . 0 7 5  to r e f l e c t  t h e  n e w  c o n c e p t  of a PFD a n n u i t y

o p t i o n .  T h e r e  1s no e f f e c t  on t h e  D e p a r t m e n t  of R e v e n u e .

S e c t i o n  15: A m e n d s  A S  4 3 . 2 3 . 0 9 5 ( b )  to c h a n g e  t h e  d e f i n i t i o n  of " p e r m a n e n t

fu n d  d i v i d e n d "  to I n c l u d e  t h e  P FD a n n u i t y  o p t i o n .  T h e r e  1s no

e f f e c t  on the D e p a r t m e n t  of R e v e n u e ,  s a v e  s u b s t a n t i a l  c h a n g e s  to 

e x i s t i n g  r e g u l a t i o n s .

S e c t i o n  16: T h i s  s e c t i o n  e s t a b l i s h e s  t h e  A n n u i t y  P r o g r a m ,  to be a d m i n i s t e r e d

by th e  D e p a r t m e n t  of A d m i n i s t r a t i o n .  A l t h o u g h  t h i s  s e c t i o n  of

the bill has v e r y  l i t t l e  I m p a c t  on t h e  D e p a r t m e n t  of R e v e n u e  - 

PFD BRU, the f o l l o w i n g  t h o u g h t s  a r e  o f f e r e d  for c o n s i d e r a t i o n :

1) A S  4 3 . 2 3 . 1 1 0 ( a ) ,  as p r o p o s e d ,  p r o v i d e s  f or t h e  g r o s s  a m o u n t  

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

f u n d  to the a n n u i t y  I n v e s t m e n t  f u n d  a n n u a l l v . As 

p r e v i o u s l y  n o t e d ,  the D e p a r t m e n t  of R e v e n u e  c o u l d  p r o v i d e  a 

m a g n e t i c  f i l e  w e e k l y  as a n n u i t y  p a r t i c i p a n t s  c o m e  up fo r  

p a y m e n t .  T h e  q u e s t i o n  1s w h e n  d o e s  the I n t e r e s t  e n v i s i o n e d  

1n th e  p r o p o s e d  A S  4 3 . 2 3 . 1 1 0 ( c )  b e g i n s  to a c c r u e :  at

p a y m e n t  of the r e s i d u a l  c a s h  d i v i d e n d ,  or a t  s o m e  a n n u a l  

d a t e  u p o n  t r a n s f e r  of th e  g r o s s  a m o u n t .



AS  4 3 . 2 3 . 1 1 0 ( b ) ,  as p r o p o s e d ,  p r o v i d e s  t hat the L e g i s l a t u r e  

m a y  a p p r o p r i a t e  a d d i t i o n a l  f u n d s  t o  the a n n u i t y  I n v e s t m e n t  

fund. S i n c e  t h i s  a p p r o p r i a t i o n  w i l l  l i k e l y  be m a d e  d u r i n g  

J a n u a r y  - M a y  of a g i v e n  y e a r ,  1t s h o u l d  be c l a r i f i e d  as to 

w h e t h e r  t he a p p r o p r i a t i o n  1s to be  a l l o c a t e d  b e t w e e n  

a n n u i t y  p a r t i c i p a n t s  of t h a t  s a m e  c a l e n d a r  y e ar, or a m o n g s t  

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

c a l e n d a r  y e a r .  If as t h e  bill I m p l i e s ,  the f o r m e r  1s the 

c a se, t hen the L e g i s l a t u r e  w i l l  be m a k i n g  an a p p r o p r i a t i o n  

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

the total a m o u n t  of d i v i d e n d s  s e l e c t e d  as a n n u i t y  c r e d i t s .  

T h e  a p p l i c a t i o n s  a r e  f i l e d  b e t w e e n  A p r i l  1 - J u n e  30 a nd 

the I n f o r m a t i o n  is n o t  on  c o m p u t e r  f i l e  until a p p r o x i m a t e l y  

J u l y  31.

A S  4 3 . 2 3 . 1 1 0 ( b ) ( 1 ) ,  as p r o p o s e d ,  a p p e a r s  to h a v e  the s a m e  

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

t h e  c h i l d r e n  of A l a s k a  1n t h e  P FD p r o g r a m  1n 1982.

A S  4 3 . 2 3 . 1 1 0 ( b ) ( 2 ) ,  as p r o p o s e d ,  d o e s  n o t  s p e c i f y  w h a t  

p o r t i o n  of t h e  a p p r o p r i a t i o n  s h o u l d  be used as the " b a s e "  

a m o u n t .  A l s o  t h e r e  n e e d s  to be d e f i n i t i o n s  of t he f o r m u l a  

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

a p p r o p r i a t i o n  d l v l s e d  by th e  n u m b e r  of e l i g i b l e  a n n u i t a n t s .

A S  4 3 . 2 3 . 1 1 0 ( b ) ( 3 ) ,  as p r o p o s e d ,  1s a v e r y  c o n f u s i n g  

p a r a g r a p h  a n d  m a k e s  no  c o m p r e h e n s i b l e  s e nse. T h e  f o r m u l a  

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

s i m p l i f i e d  to t he p o i n t  t h a t  1t c a n  be e a s i l y  e x p l a i n e d  to 

the p u b l i c ,  1n w r i t t e n  f o r m  1n t h e  a p p l i c a t i o n  b o o k l e t ,  1n 

p e r s o n  d u r i n g  t he r e q u i r e d  rural a s s i s t a n c e  p r o g r a m ,  a n d  to 

t h e  tens of t h o u s a n d s  of A l a s k a n s  w h o  w i l l  be a s k i n g  the 

D e p a r t m e n t  of R e v e n u e ' s  P u b l i c  S e r v i c e s  A s s i s t a n c e  C e n t e r s  

f o r  a l u c i d  e x p l a n a t i o n .

A S  4 3 . 2 3 . 1 1 0 ( b ) ( 4 ) ,  as p r o p o s e d ,  a g a i n  I m p l i e s  t h a t  a 

p e r s o n  has a n  o p t i o n  of o p t i n g  f o r  1 0 0 %  a n n u i t y ,  1n 

c o n t r a d i c t i o n  of S e c t i o n  3.

AS  4 3 . 2 3 . 1 1 0 ( c ) ,  as p r o p o s e d ,  r e q u i r e s  the D e p a r t m e n t  of 

R e v e n u e  to p r o v i d e  t he D e p a r t m e n t  of A d m i n i s t r a t i o n  w i t h  

t h e  a p p r o p r i a t e  I n t e r e s t  r a te. T h e  q u e s t i o n  u n a n s w e r e d  1s 

h o w  o f t e n ?  T h e  o t h e r  I m p l i c a t i o n  1s tha t  t he m o n i e s  1n the 

a n n u i t y  I n v e s t m e n t  f u n d  a r e  n o t  to  be  c o - m 1 n g l e d  w i t h  o t h e r  

m o n i e s  1n t h e  G e n e r a l  F u nd, b u t  t r u l y  I n v e s t e d  as a 

s e p a r a t e  f u n d . T h i s  n e e d s  to be  n a i l e d  down.

A S  4 3 . 2 3 . 1 3 0 ,  as p r o p o s e d ,  d e s c r i b e s  the b e n e f i t  PFD 

a p p l i c a n t s  w o u l d  r e c e i v e  1n e x c h a n g e  for the o p t i o n  of 

r e c e i v i n g  t h e i r  w h o l e  d i v i d e n d  1n cash, v e r s u s  a c c e p t i n g  up 

to 7 5 %  of t h e  d i v i d e n d  1n a n n u i t y  c r e d i t .  For this r e a s o n ,  

1t 1s e x t r e m e l y  I m p o r t a n t  t h a t  t h i s  s e c t i o n  be v e r y  c l e a r



to the r e a d e r ,  a n d  1t 1s. In (f) of this s e c t i o n ,  t h e r e  

a p p e a r s  to be  an  a t t e m p t  to s h e l t e r  t he o r i g i n a l  d i v i d e n d  

g i v e n  up, 1n p a r t ,  f or a n  a n n u i t y  c r e d i t ,  f r o m  t a x a t i o n  by 

the f e d e r a l  g o v e r n m e n t  as  I n c o m e  1n t he y e a r  t h e  d i v i d e n d  

w a s  a v a i l a b l e  1n c a sh. T h e  d o c t r i n e  of " c o n s t r u c t i v e  

r e c e i p t "  w o u l d  h o l d  t h e  d i v i d e n d  t a x a b l e  1n the c u r r e n t  

y e a r  a n d  this w i l l  h a v e  to b e  p o i n t e d  o u t  to r e c i p i e n t s  of 

the d i v i d e n d  a t  t he t i m e  t h e i r  d i v i d e n d  1s paid, w h e t h e r  1t 

1s p a i d  1n c r e d i t s  or 1n c a sh.

S e c t i o n  22: P r o v i d e s  an  I m p l e m e n t a t i o n  s c h e d u l e  f o r  th e  p r o v i s i o n s  of this

bill a n d  m a k e s  t h e  A c t  a p p l i c a b l e  to P F D  y e a r s  1 9 8 6  and 

t h e r e a f t e r .  T h i s  defines, t h e  t i m e  p e r i o d  1n w h i c h  the 

D e p a r t m e n t  of R e v e n u e  has to a c c o m p l i s h  all of th e  n e c e s s a r y  

p r o g r a m  c h a n g e s .  T h e  D e p a r t m e n t  of R e v e n u e  wil l  h a v e  f r o m  the 

d a t e  t h i s  bill b e c o m e s  l a w  u n til M a r c h  31, 1986. T h i s  

a c c e l e r a t e d  s c h e d u l e  w i l l  be c o s t l y  a n d  w i l l  m a k e  1t v e r y  

d i f f i c u l t  to g e t  e v e r y t h i n g  on  l i n e  by the 1 9 8 6  f i l i n g  p e r i o d .

S e c t i o n  23: P r o v i d e s  an  e f f e c t i v e  d a te.

Ill

A l a s k a  D e p a r t m e n t  of R e v e n u e  

S u g g e s t e d  A m e n d m e n t s  to S B  56 

J a n u a r y  21, 1 9 8 5

S u b m i t t e d  by  D i v i s i o n  of A d m i n i s t r a t i v e  S e r v i c e s :

E l i m i n a t e  I n t e r n a l  C o n t r a d i c t i o n s  R e g a r d i n g  C a s h  vs A n n u i t y

1. S e c t i o n  1 a n d  S e c t i o n  3 a r e  c o n t r a d i c t o r y  as to the o p t i o n s  a v a i l a b l e  a nd

s h o u l d  be  m o d i f i e d .

P a g e  2, l i n e s  3 - 5  I m p l i e s  t h a t  t he e n t i r e  d i v i d e n d  1s a p p l i e d  to t h e  

a n n u i t y  a c c o u n t  a b s e n t  a c o n s c i o u s  e l e c t i o n  by  t h e  a p p l i c a n t .

P a g e  2, l i n e s  2 2 - 2 4  say s  t h a t  t he o n l y  c h o i c e  o t h e r  t h a n  1 0 0 %  c a s h  1s 2 5 %  

or m o r e  c a s h  a nd b e t w e e n  1 a n d  7 5 %  a n n u i t y .  P e r  S e c t i o n  3, t h e r e  d o e s  not 

a p p e a r  to be  a 1 0 0 %  a n n u i t y  o p t i o n .

2. P a g e  4, l i n e s  1 6 - 1 7  s h o u l d  be  a m e n d e d  to r e f l e c t  t h e  s a m e  w o r d i n g  of 

S e c t i o n  3, to e l i m i n a t e  t he c o n t r a d i c t i o n  r e g a r d i n g  t he a v a i l a b l e  o p t i o n s .

M a k i n g  A n n u i t y / C a s h  E l e c t i o n  I r r e v o c a b l e

3. P a g e  5, l i n e s  1 7 - 2 0  l ike S e c t i o n  1, I m p l i e s  o n l y  t w o  c h o i c e s :  1 0 0 %  c a s h  

or 1 0 0 %  a n n u i t y .  T h i s  s h o u l d  be  a m e n d e d  to s q u a r e  w i t h  S e c t i o n  3.

4. It 1s I m p o r t a n t  t h a t  t he e l e c t i o n  be b i n d i n g  a n d  I r e v o c a b l e .  If p e o p l e  

c h a n g e  t h e i r  m in d ,  m a k e  a m i s t a k e ,  or  w h a t e v e r ,  t h e r e  s h o u l d  be no

o p p o r t u n i t y  to c h a n g e  e l e c t i o n .  O t h e r w i s e ,  t h e  c o s t  of this p r o g r a m  w i l l

go  up d r a m a t i c a l l y .



L i m i t  C h o i c e

5. P age 2, l i nes 1 9 - 2 5  s h o u l d  be  a m e n d e d  to l i mi t  t h e  c h o i c e  of h y b r i d  

p a y m e n t s  to:

a) 1 0 0 %  cash,

b) 2 5 %  c a s h ,  7 5 %  a n n u i t y  c r e d i t ,

c) 5 0 %  c a s h ,  5 0 %  a n n u i t y  c r e d i t ,  or

d) 7 5 %  c a s h ,  2 5 %  a n n u i t y  c r e d i t .

As 1t c u r r e n t l y  read s ,  t h e r e  a r e  at l e a s t  76 real o p t i o n s ,  s i g n i f i c a n t l y  

c o m p l i c a t i n g  the a d m i n i s t r a t i o n  of th e  p r o g r a m .

A v o i d a n c e  of D e b t s  to S t a t e  A g e n c i e s

6. P a g e  7, l ine 13 s h o u l d  be a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  (d) to

I n c l u d e  d e b t s  to a s t a t e  a g e n c y  as a v a l i d  r e a s o n  f o r  c o m p e l l i n g  an

a p p l i c a n t  to e l e c t  a c a s h  d i v i d e n d .

S u b m i t t e d  by D i v i s i o n  of T r e a s u r y :  C o m m e n t s  on S B  56

1. P a g e  6. l ine 15

"( a ) 11 s h o u l d  be i n s e r t e d  b e f o r e  " F i f t y . "

2. Pag e  8

Sec. 4 3 . 2 3 . 1 1 0 ( a )  s h o u l d  I n c l u d e  the s t a t e m e n t  t h a t  " I n c o m e  of t he a n n u i t y  

I n v e s t m e n t  fun d  shall be a d d e d  to t h e  p r i n c i p a l  of th e  a n n u i t y  I n v e s t m e n t  

f u n d . "  H o w e v e r ,  t h e  A t t o r n e y  G e n e r a l  1n a N o v e m b e r  30, 1 9 8 2  o p i n i o n  

e x p r e s s e d  s o m e  d o u b t  a b o u t  w h e t h e r  a r e t e n t i o n  of I n v e s t m e n t  e a r n i n g s  by a 

fun d  1s p e r m i s s i b l e  u n d e r  t h e  C o n s t i t u t i o n ' s  p r o h i b i t i o n  of d e d i c a t e d  

r e v e n u e s .

3. P a g e  10, line 6

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

R a t i n g  of A or b e t t e r  a nd b e l o n g  to B e s t ' s  fin. ’1 a 1 siz e  G r o u p  XV  a t  th e  

t i m e  of p u r c h a s e "  at t he e n d  of the s e n t e n c e .

4. Pag e  10. lin e  23

" r e c e i v e d "  s h o u l d  be " r e c e i v e "



T r e a s u r y  D i v i s i o n ' s  C o m m e n t s  on S B  56

1. P a g e  6. l i n e  15

" ( a ) " s h o u l d  be I n s e r t e d  b e f o r e  " F i f t y . "

2. Pag e  8

Sec. 4 3 . 2 3 . 1 1 0 ( a )  s h o u l d  I n c l u d e  the s t a t e m e n t  t h a t  " I n c o m e  of the 

a n n u i t y  I n v e s t m e n t  f und s h all be a d d e d  to t h e  p r i n c i p a l  of the 

a n n u i t y  I n v e s t m e n t  f u n d . "  H o w e v e r ,  t h e  A t t o r n e y  G e n e r a l  1n a 

N o v e m b e r  30, 1 9 8 2  o p i n i o n  e x p r e s s e d  s o m e  d o u b t  a b o u t  w h e t h e r  a

r e t e n t i o n  of I n v e s t m e n t  e a r n i n g s  by a f u n d  is p e r m i s s i b l e  u n d e r  the

C o n s t i t u t i o n ' s  p r o h i b i t i o n  of d e d i c a t e d  r e v e n u e s .

3. Pag e  9

Sec. 4 3 . 2 3 . 1 1 0 ( b ) ( 2 )  a nd (3) a r e  n o t  c l e a r  as to  h o w  t h e  c r e d i t s  for 

" f r o n t - l o a d i n g "  a r e  to be d e t e r m i n e d .

4. P a g e  9. l i n e  20

" r a t e  of I n t e r e s t "  s h o u l d  be a m e n d e d  to " r a t e  of r e t u r n "

5. P age 10. l ine 6

Ad d  " p u r c h a s e d  f r o m  I n s u r a n c e  c o m p a n i e s  w h i c h  h a v e  a B e s t ' s  

P o l i c y h o l d e r s '  R a t i n g  of A  or  b e t t e r  a n d  b e l o n g  to B e s t ' s  f i n a n c i a l  

s i z e  G r o u p  XV at t he time of p u r c h a s e "  a t  t h e  e n d  of t he s e n t e n c e .



S T A T E  O F  A L A S K A  1 5 6 5  L E G I S L A T I V E  S E S S I O N

___________________ F I S C A L  N O T E ______________

R e v i s i o n  D a t e

R E Q U E S T  F I S C A L  D E T A I L

B i l l / R e s o l u t i o n  No: C S S B  56 (SA)  A g e n c y  A f f e c t e d : R e v e n u e

T i t l e :  A n  a c t  a m e n d i n g  the L o n g e v i t y  P r o g r a m  C a t e g o r y  A f f e c t e o :

B o n u s  p r o g r a m Ge n e r a l  G o v e r n m e n t

S p o n s o r :  Ray, H a l f o r d ,  e t  al BRU, P r o g r a m of S u b p r o g r a m ( s )  A f f e c t e d :

R e q u e s t o r :  S e n a t e  J u d i c i a r y P F D - A d m i n . S e r v i c e s ,  E n f o r c e m e n t ,

D a t e  o f  R e q u e s t :  2 / 1 5 / 8 5 P u b l i c  S e r v i c e s

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

1 1 FY 8 5  | F Y  S o I F Y  67 1 F Y  8 8  I F Y  8 5  | FY  90

I O P E R A T I N G  1 1 1 1 1 1

I 1 00 P E R S O N A L  S E R V I C E S - I 2 2 5 . 2 1 1 - 1 - 1 -

1 2 0 0  T R A V E L  | - | 2 . 5 1 1 - 1 - 1 -

I 3 0 0  C O N T R A C T U A L  | - I 7 3 . 5 1 1 - 1 - 1 -
1 4 0 0  S U P P L I E S  | - | 1 .0 1 1 - 1 - 1 -
I 5 0 0  E Q U I P M E N T  | - 1 1 1 - I - 1 -

I 6 0 0  L A N D S  & S T R U C T U R E S  I - 1 1 1 - 1 - 1

I 7 0 0  G R A N T S ,  C L A I M S  | - 1 1 1 - 1 - 1

1 8 0 0  M I S C E L L A N E O U S  | - 1 1 I - 1 - 1

I T O T A L  O P E R A T I N G  | - I 3 0 0 . 2 1 1 - 1 - 1 -

1 C A P I T A L  | - 1 1 I - 1 - 1

1 R E V E N U E  | - 1 1 I - | - | "  -

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

1 G E N E R A L  F U N D  | - 1 1 -

I F E D E R A L  F U N D S  | - 1 1 1 - 1 - 1

1 O T H E R  I - | 3 0 6 . 2 1 1 - 1 - 1 -

I T O T A L  I I 5 0 0 . 2 1 | - I - | -

P O S I T I O N S :

I F U L L - T I M E  | - 1 4 1 1 - 1 - 1 -

I P A R T - T I M E  | - 1 3 1 1 - I - | -

I T E M P O R A R Y  | - 1 1 1 - 1 - 1 -

A N A L Y S I S :  S e e  a t t a c h e d .

D i s t r i b u t i o n  (by A g e n c y  p r e p a r i n g ' T i s c a l  n o t e ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s )



C S S B  56 

F i s c a l  N o t e  A n a l y s i s  

D e p a r t m e n t  of R e v e n u e  

P F D  BRU - A d m i n i s t r a t i v e  S e r v i c e s  C o m p o n e n t  

F e b r u a r y  19, 1 985

As c a n  be s een f r o m  t he a t t a c h e d  a n a l y s i s  of t he b i l l ,  s e c t i o n  by s e c t i o n ,  the

p r i m a r y  I m p a c t  on t h e  A d m i n i s t r a t i v e  S e r v i c e s  c o m p o n e n t  of t h e  P e r m a n e n t  Fund

D i v i d e n d  B RU 1s g o i n g  to be 1n D ata P r o c e s s i n g .  T h i s  I m p a c t  c an be s u m m a r i z e d

1n t h r e e  a r e a s :

1) T h e  n e e d  to c o m p l e t e l y  r e - p r o g r a m  t he 1 9 8 5  PFD s y s te m ,  w i t h  Its 

a p p r o x i m a t e l y  o ne h u n d r e d  DP p r o g r a m s ,  b o t h  b a t c h  a n d  o n - H n e .  T h e s e  

p r o g r a m s  a r e  for b o t h  the I B M  m a i n f r a m e  a n d  f or t h e  W A N G  VS s y s t e m

that 1s u s e d  1n A n c h o r a g e  a n d  1n J u n e a u .

2) T h e  d r a m a t i c  c h a n g e s  w r o u g h t  by t his bill w i l l  p u s h  the D e p a r t m e n t  to

c o m b i n e  all y e a r s  1n s o m e  f a s h i o n .  C a r r y i n g  m u l t i p l e ,  s e p a r a t e  

s y s t e m s  o n - H n e ,  a n d  m a i n t a i n i n g  t h e s e  s e p a r a t e  s y s t e m s  has b e c o m e  

v e r y  c o s t l y  1n t e r m s  of d a t a  p r o c e s s i n g  r e s o u r c e s .  R e v e n u e  has b een 

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

w i t h  p r i o r  y e a r  a c c o u n t s ,  b u t  t he a d d i t i o n  of t h e  a n n u i t y  b a s e d  1 9 8 6  

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

3) T h e  a d d i t i o n  of the a n n u i t y  c h o i c e  an d  Its r e l a t e d  e d i t  r e q u i r e m e n t s

w i l l  I m p a c t  the d a t a  e n t r y  s e c t i o n .

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

a s s u m e d  e f f e c t i v e  d a t e  of a p p r o x i m a t e l y  J u l y  1, 1 9 8 5  and the end of 

F Y 8 6  1s e s t i m a t e d  as f o l l o w s :

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

1) K e p r o g r a m  f o r  1 9 8 6  PFD s y s t e m

1 A n a l y s t / P r o g r a m m e r  V, R 2 1 , @  $ 4 , 6 5 3 . 0 5 / M o  

I n c l u d i n g  s a l a r y  a nd b e n e f i t s  f or 12 m o n t h s  $ 5 5 , 8 3 6

1 A n a l y s t / P r o g r a m m e r  IV, R19, @  $ 4 1 0 0 . 7 5 / M o

I n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f or 12 m o n t h s  $ 4 9 , 2 0 9

2) P r o j e c t  to c o n s o l i d a t e  1 9 8 6  s y s t e m  w i t h  

p r i o r  f o u r  y e a r s  ( o n l i n e ,  sam e  as a b o v e )

1 A n a l y s t / P r o g r a m m e r  V, R 2 1 , @ $ 4 , 6 5 3 . 0 5 / M o  

I n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  12 m o n t h s  $ 5 5 , 8 3 6

1 A n a l y s t / P r o g r a m m e r  IV, R19, @  $ 4 1 0 0 . 7 5 /Mc

I n c l u d i n g  s a l a r y  a n d  b e n e f i t s  f o r  12 m o n t h s  $ 4 9 , 2 0 9

3) D a t a  c a p t u r e  of a d d l t l o n a  d a t a  r e q u i r e d  

on PFD a p p l i c a t i o n s .

3 Data E n t r y  C l e r k  I 's , R8, (3 $ 2 , 1 2 0 . 7 7 / M o  

I n c l u d i n g  s a l a r y  a n d  b e n e f i t s ,  f o r  3 M os e a c h

$ 1 9 , 0 8 7

P a g e  1 of 2



C S S B  56 

F i s c a l  N o t e  A n a l y s i s  

D e p a r t m e n t  of R e v e n u e  

PFD B R U  - A d m i n i s t r a t i v e  S e r v i c e s  C o m p o n e n t  

F e b r u a r y  19, 1 9 8 5

T O T A L  P e r s o n a l  S e r v i c e s

Trav e l  (all 3 p r o j e c t s )

To p ay t r a v e l / p e r  d i e m  c o s t s  of s y s t e m  a n a l y s t s  

a t t e n d i n g  m e e t i n g s  1n A n c h o r a g e  a n d  J u n e a u  to 

m a p  o u t  the n e e d e d  c h a n g e s  to the c u r r e n t  

PFD s y stem.

T O T A L  T r a v e l

C o n t r a c t u a l

1) To  c o n t r a c t  w i t h  W a n g  Labs, Inc to 

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

for P F D ' s .  T h e  A n a l y s t / P r o g r a m m e r  w h o  

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

c u r r e n t l y  w o r k s  fo r  W a n g  L a b s ,  Inc as

a s y s t e m s  c o n s u l t a n t .  A s s u m i n g  he was

a v a i l a b l e ,  he c o u l d  r e d e s i g n  the

s y s t e m  m u c h  f a s t e r  tha n  a n y  o t h e r

p r o g r a m m e r  a v a i l a b l e .  T h i s  a m o u n t  1s

c a l c u l a t e d  at $ 8 0 / h o u r  X 8 h o u r  d a y s  X

5 d ay w e e k s  X 16 w e e k s  = $ 5 1 , 2 0 0

2) 4 W a n g  4 2 5 0  w o r k s t a t i o n s  r e n t e d  for 12 

Mos, @  $ 3 9 8 / M o  I n c l u d i n g  e m u l a t o r  

b o a r d s  @  $ 8 0 5  e a ch, so they m a y  be 

used as I BM t e r m i n a l s  or W a n g

t e r m i n a l s  = $ 2 2 , 3 0 0

T O T A L  C o n t r a c t u a l  $ 7 3 , 5 0 0

S u p p l i e s  1 , 0 0 0

T O T A L  A d m i n i s t r a t i v e  S e r v i c e s  C o s t

$ 2 , 5 0 0

$ 2 , 5 0 0

$ 2 2 9 , 2 0 0

$ 3 0 6 , 2 0 0

Pa g e  2 of 2



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

R e v i s i o n  Date

REQUEST

B i l l / R e s o l u t i o n  No: CS SB 56 (SA)_______

Title: L o n g e v i t y  Bonus, P e r m a n en t  Fund

D i v i de n d  and A n n u i t y ________________________

Sponsor: Se n a t e  S tate Affairs_____________

Requestor: Senate J u d i c i ar y _______________

Date of Request: F e b r ua r y  15, 1985______

FI S C A L  D E T A I L

A g e n c y  A f f ected: D e p a r t m e n t  of R e v en u e  

P r o g r a m  C a t e g o r y  A f f e c t e d : ________________

BRU, P r o g r a m  of Subprogram(s) Affected: 

T r e a s u r y _______________________________________

EXPE N D I T U R E S / R E V E N U E S :  (Thousands of Dollars)

O P E R A T I N G

1 FY 85 1 FY 86 1 F Y  87 1 FY 88 1 FY 89 1 F Y  90

1 I 1 1 1 1
100 P E R S O N A L  SERVICES 1 - 1 — 1 1 1 1
200 T R A V E L 1 - 1 - 1 1 ~ 1 - 1
300 C O N T R A C T U A L 1 - 1 9.3 | 11.1 | 14.8 | 19.3 | 24.7

400 S UP P L I E S 1 - 1 — 1 1 1 1
500 E Q U I P M E N T 1 - 1 - 1 1 - 1 - 1
600 LANDS &  STRU C T U R E S 1 - 1 - 1 1 1 1
700 GRANTS, CLAIMS 1 - 1 - 1 - 1 1 1
800 M I S C E L L A N E O U S 1 - 1 — 1 - 1 1 1

T O T A L  O P E R A T I N G 1 — 1 9.3 | 11. 1 | 14.8 | 19.3 I 24.7

C A P I T A L

R E V E N U E

FUNDING: (Thousands of Dollars)
| G E N E R A L  FUND |

j F E D E R A L  FUNDS j

j O T H E R  A n n u i t y  I n v e s tm e n t  Fundj

I T O TA L _________________________________|

POSITIONS:

S 9.3 j 1 1 . 1  j 14.8 19.3 j 24.7

| F U L L - T I M E  

I P A R T - T I M E  

I T E M P O R A R Y

A N A L Y S I S : See a t t a c h e d  analysis

Prepa r e d  By: M i l t  Barker 

Division: T r e a s u r y

Phone: 465-2350

Ap p r o v e d  by Commissioner:

Agency: D e p a r t m e n t  of Revenue

D i s t r i b u t i o n  (by A ge n c y  pr e p ar i n g  fiscal note): 

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e st o r

Office of M a n a g e m e n t  and Budget 

Im p a c t e d  Agency( i e s )

Date: F e br u a r y  15. 1985 

Date:



CS SB 56 

Fiscal Note A n a l y s i s

C osts in th-S fiscal note are b a s e d  on the f o l l o w i n g  p r o j e c t e d  b a l a n c e s  of the A n n u i t y  

I n v e s t m e n t Fund:

A v e r a g e  

F u n d  Balance

Fis ca l  Y e a r  ($ Millions)

1986 $ 53

1987 88

1988 159

1989 244

1990 347

T h e s e  p r o j e c t i on s  assume three years of fr o n t - l o a di n g ,  3 0 %  p a r t i c i p a t i o n  by eligibles, 

and 127« rate of return on investments.

B ased on these aver a g e balances, the fo ll o w i n g  costs w o u l d  be incurred ($000):

S e c u r i t i e s
F iscal Y e a r  C u s t o d y

1986 9.3

1987 11.1

1988 14.8

1989 19.3

1990 24.7



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date 02/22/85

REQUEST
Bill/Resolution No:CS SB56(SA)___________

Title: An Act Amending the Longevity

Bonus Program &  Permanent Fund Dividend 

Program Establishing an Annuity Program

and Providing an Effective Date._________

Sponsor; Ray (et all)_____________________

Requestor:

Date of Request: January 22, 1985______

FISCAL DETAIL

Agency Affected: Revenue

Program Category Affected:_ 
Collections &  Management

Revenue

BRU, Program or Subprogram(s) Affected: 
Public Services

EXPENDITURES/REVENUES: (Thousands of D o l l a r s )

OPERATING
1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 89 1 FY 90

I 1 _ 1 1 1 J _
100 PERSONAL SERVICES 1 - | 78.3 | 164.3 | 174.2 | 184.7 | 195.8
200 TRAVEL 1 - | 13.5 | 25.2 | 27.2 I 28.8 | 31.1
300 CONTRACTUAL 1 - | 404.5 | 414.6 | 138.5 | 138.7 | 139.0
400 SUPPLIES 1 - | 2.0 1 -8 1 .9 1.0 i 1.1
500 EQUIPMENT 1 - | 5.0 | -0- | -0- I -0- | -0-
600 LANDS &  STRUCTURES 1 - 1 - 1 - 1 - 1 - 1 -
700 GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 - 1 -
800 MISCELLANEOUS 1 - 1 - 1 - 1 - 1 - 1 -

TOTAL OPERATING 1 - | 503.3 | 604.9 | 340.8 | 353.2 | 367.0

1 CAPITAL 1 - 1 - 1 - 1 - 1 1 -

1 uEVENUE 1 

FUNDING: (Thousands of Dollars)

1 - 1 1 - i - I -

| GENERAL FUND 
j FEDERAL FUNDS 
j OTHER 
I TOTAL

I - 

I -
| 503.3 

I 503.3

604.

604.

340.8

340.8

I - 

I -
| 353.2 

j 353.2
| 367.0 

I 367.0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

A N A L Y S I S : See .attached. -

Prepared By: 'sA^yjltoith, Director Phone: 465-2392__________
Division: Public Services^ ^ , » . Date: February 22. 1985

Approved by Commissioner: IhA A yvH  *4-' Date:
Agency: Department of Revenue



Distribution (by Agency preparing fiscal note) 
Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)



Fiscal Note SB 56

490,000 eligible individuals

1986 application period, beginning April 1

PROGRAM SUMMARY

Public education and application assistance will be provided in rural and 

urban areas. Phone, letter and computer response to inquiries as well as 

application assistance will be provided at Public Service Centers in 

Anchorage, Fairbanks and Juneau, and forms distribution and application 

assistance will be available at various Legislative Information and 

Governor's Offices throughout the state.

Hearings on regulations to be promulgated for the new law will be 
conducted in various cities (Juneau, Anchorage, Fairbanks, Nome,

Kotzebue, Barrow, Kodiak and Ketchikan).

Technical training will be provided for those individuals who will be 
assisting the general public in completing their applications.

EXPENDITURES FY '86 FY '87

This revision corrects erroneously calculated personal services.

Personal Services

ASSUMPTIONS

2 FT Document Proc. Clk 3 in Anchorage 30.5 64.1
2 FT Document Proc. Clk 3 in Juneau 30.5 64.1
1 FT Document Proc. Clk 3 in Fairbanks 17.3 36.1

78.3 164.3

The experience with the Permanent Fund Dividend start-up was that wo had 

an insufficient number of telephone lines and insufficient personnel to 

handle the volume of "walk-ins." Being available to explain the program 

adequately could prevent the need to reopen filing as happened with 1982 
and 1983 PFD's.

Travel

Regulation Hearings 
Two employees to Anchorage, Fairbanks, Nome,

Kotzebue, Kodiak, Barrow and Ketchikan 

Administrative

Anchorage, Fairbanks, ana Legislative 

Information and Governor's Offices

3.1 -0-

10.4 25.2

13.5 25.2



Fiscal Note SB56 
Page 2

Contractual

-1/Advertising Campaign 
Postage

*2/Long Distance Charges 

Computer Terminals (2)

Space Rental (Anchorage, Juneau)

250.0 
10.0

100.0 

8.5

36.0

50.0
1 1 . 0  

250.0

17.2 

86.A 

414.6404.5

Office Supplies

Supplies 2 . 0 . 8

Office Equipment

Desk, chair, filing cabinet, etc. 
for each new position 5.0 - 0 -

FUNDING

The fiscal note from January 22, 1985 incorrectly shows the funding 
as being from general fund sources. More appropriately, these monies 

should be drawn from the Annuity Investment Fund. This revision 
reflects that change.

-1/Advertising

The experience of the Permanent Fund Dividend program is an indication of 
the need for adequate advertising. Because of inadequacies, the PFD 

filing period was reopened for both 1982 and 1983 filing years. Public 

Services currently spends $50,000 on contracts to work in and with rural 

Alaska for filing assistance. Communities which no longer receive 

assistance would again need this contact.

A public awareness campaign would provide basic information on the change 

in program expectations while providing the public with phone numbers and 
names of contractors for further information.

*2/Long Distance Charges

When first calculating the figures, we erroneously figured the bulk of 
the calls came during the filing period which would likely be contained 

in FY '86. On closer scrutiny of our past experience we found that the 

major impact v/as during check distribution, later in the calendar year.

To correct this error, figures for FY '86 and FY '87 have been reversed. 

Historically, once the program is fully implemented, the calls drop off. 
This drop should occur in FY '88.
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ACENCY K '- 'V^nue

p r o g r a m  Hoveriue C o l l e c t i o n s  & Management

BRU , P F D

COMPONENT. P u b l i c  S e r v i c e s  O p e r a t i n g

P ag e  1 o f  1
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AGENCY C e V 0 H U C

p r o g r a m  R e v e n u e  C o l l e c t i o n s  & M a n a g e m e n t

P F DBRU

COMPONENT 'ublic S e r v i c e s  O p e r a t i n g

P ag e  1 o f  1

Rev ised o a t e



r . j i l t u n  I I I I  t

I u c u m e n t  P r o c e s s i n g  C l e r k  111

l or p o s h  ion S I  AFP nOl l lHS 
1 2

iil k  i it.::

I It C i I i 1 * ’ . . t l i m l l'i. I I I i ’ll

RP NUMBER

L

PCU NUMBER

1 7
1 t .k'.. .I .->l :.! n .  l i t  S

. 1 j  i i 2 2 , 7 1 6
. e 1 i 1 1 7 , 7 9 2

, , 11 i e n t  j  1 l l cm* f i t s
t i • < J t i r r .e 1 1 1 v

0 )
. 0 2

: 1 : t l. J 1 OT
; .  11 c i U-I

. . . i , .  *!-nt o s
• I T

. . . 7 - 1  c i . u l

T̂uTillf

3 0 , 5 0 6

T v T T U

R a u CE/SIEP 

i OB

ORti PRIORITY

OARC. (Jill T

G

LOCAII Oil

A W A

JUjIIFICATION

PACE/LIME co y. Al'PRDv. o i : .

ELECTION

4
DISTRICT

ICC.

a g e n c y  K o v e n u e

p r o c r a m  Pk-venue Col lections "« Management

BRU P I C)

COMPONENT.
p u b l i c  S e r v i c e s  O p e r a t i n g

P .iqe ] o f  j

R ev ised D a te

FY SB 1

1)



Alaska Department of Revenue 

enforcement Division 

fiscal Impact of SB 56 

January 21, 1985

lhe fiscal impact of SB 56 is $-0- given the following assumptions.

1. Garnishment EDP programming changes can be accomplished at least 
three months before the 1986 payment schedule begins.

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

garnishment document, such as writs or Orders to Withhold.

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

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

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

4. Deposit and fund crediting procedures for collections of erroneously 
paid annuities are kept simple and/or allocation between funds are 

determined by the Department of Administration.



D IV IS ION  OF PIONEERS' BENEFITS 
STATE SPECIAL C o B f f i m f  £Wn' S«  
ALASKA LONGEVITY BONUS PROGRAM

DEPARTMENT OF ADMINISTRATION

February 13,

Alaska State Senate 
Pouch V
Juneau, Alaska 99811 

Dear Senators:

COMMENTS ON SENATE STATE AFFAIRS COMMITTEE 
CONSIDERATION OF ANNUITY BILL

The State Special Committee on the Alaska Longevity Bonus 
Program is aware that several changes were considered or made in 
the bill recommended by our committee when that bill (SB 56) was 
in the Senate State Affairs Committee. We therefore pass on to 
you our comments on these aspects of the bill.

1. The three percent escalator.

A motion was made and defeated in the Senate State 
Affairs Committee to delete the provision of the bill which 
provides that the Longevity Bonus be increased by 3% annually. 
Our committee recognizes that the 3% escalator is one of the most 
expensive features of the bill. The comparative costs estimated 
through the year 2034 are: 1/

B ill Sheffie ld, G o ve rn o r

POUCH CL (MS 02111 
JUNEAU, ALASKA 99811  
PHONE: (907 ) 465 -4416

1985

1/ Cost estimates prepared by the Division of Strategic
Planning, 0MB, 2/7/85.
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Committee bill (without front loading) 2J

With 3% escalator Without escalator 
Nominal dollars $1,402 $916
Constant 1985 dollars 784 566
Present value in 1985 617 464

Our committee included the escalator in recognition of 
the fact that the original longevity bonus was increased rapidly 
over time from $100 to $250. The escalator is not, however, an 
integral part of the overall structure of the bill. While we 
felt that pressure to increase the amount of the bonus is 
inevitable, we hoped that a modest statutory increase would 
deflect this pressure on the legislature, and that in the long 
run the provision would prove to be fiscally conservative. While 
the committee would prefer that the provision remain in the bill, 
we recognize the fiscal realities which the legislature now 
faces.

2. Death benefits for those who die prior to age 6 5 .

Our committee did not include death benefits and made 
receipt of annuity payments dependant upon survival in part for 
simplicity and in part because the longevity bonus is available 
only to those who survive. Without death benefits, those who 
survive would receive a higher annuity because the contributions 
of those who die would be spread among survivors. We understand 
that during teleconference hearings there was considerable public 
testimony that younger individuals would be reluctant to 
participate in the program if they thought their contributions 
would be lost upon death. Certainly, participation is a very 
important consideration.

Our committee's projections as to the phase out of the 
longevity bonus payments were made by including the "actuarial 
gain" to annuity accounts from those who died prior to reaching 
age 65. Without this gain, annuity payments will be smaller and 
therefore the longevity bonus must be larger to reach the target 
amount. As a result, it takes longer for the longevity bonus to 
phase out altogether. The following chart compares annuity 
payments including the actuarial gain with payments excluding

_2/ For an example of the effect of the 3% escalator on the cost 
of the bill with three years of front loading, see Exhibit A, 
attached.
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that gain. The example includes three years' front loading,
since the effect is more apparent when annuities are larger.

(Example includes three years front loading)
Without Death Benefits With Death Benefits
Annuity ALB Annuity ALB

1987 $11.92 $245.58 $11.92 $245.58
1990 $46.94 $234.44 $45.55 $235.83
1995 $111.73 $214.46 $103.72 $222.47
2000 $243.52 $134.63 $219.97 $158.18
2004 $429.25 $.00 $380.64 $44.97
2006 $560.18 $.00 $451.53 $.00

3. Hold harmless for non -nursing home medicaid benefits .

We understand ;that the Senate State Affairs Committee
heard testimony concerning the loss of medicaid benefits which 
may occur if receipt of the longevity bonus (which must now be 
counted as income for Alaskans with less than 25 years residency) 
results in an individual no longer qualifying for adult public 
assistance. As you know, our committee included a provision 
making the longevity bonus unavailable to nursing home residents; 
thus, the Senate State Affairs Committee was concerned only with 
the loss of medical benefits to non-nursing home individuals. 
Commissioner Pugh testified that his department could replace 
lost benefits if money were appropriated and if it were the
intent of the legislature that his department take that action. 
Thus, that committee passed out the bill with the letter of
intent.

Our committee of course supports any action which will 
protect these individuals. We would only point out that the
group of individuals whose longevity bonus is not counted will 
grow smaller and the group who need this added protection will 
increase each year. Thus the appropriation which would be
necessary for this protection will increase over time.

Sincerely,

State Special Committee on the
ProgramAlaska Longevity Bonus

Senator Bill 
Vice Chairman



EXH IB IT  A

Committee bill V7ith three years front loading

With 3 7o escalator Without escalator 
Nominal dollars $1,387 $937
Constant 1985 dollars 805 600
Present value in 1985 646 501
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M E M O R A N D U M

FROM: C O M M I T T E E  STAFF

DATE: F E B R U A R Y  27, 1985

RE: SB56 - HEARIN G #2 - A N N U I T I E S / P R I V A T E  INVESTOR

TO: S E N A T E  J U D I C I A R Y  C O M M I T T E E

For today's hear ing you will find enclo sed two articles 
relating to choosing annuities, and retirem ent income 
o p t i o n s .

SB56 w eave s L o n g evity Bonus, Permanent Fund Dividends, and 
an a n nuit y p r o g r a m  into a single fabric. If the Alaskan  
public rejects the annuity for any reason, that fabric may 
unravel. The focus of today's m e e t i n g  is on the practical 
requirements of ma rke t i n g  the annuity to the Alaska public. 
We will be comparing the m a r k e t i n g  methods used by private 
industry against those c o ntemplat ed by the state.



Q U E S T I O N S  F O R  D E B R A  V O G T  
SB56 H E A R I N G  #2 
2/ 2 7 / 8 5

1) To w h a t  d e g r e e  w a s  m a r k e t i n g  o f  the a n n u i t y  
c o n s i d e r e d  in the d e v e l o p m e n t  o f  the a n n u i t y  
c o n c e p t ?

2) H o w  m u c h  e m p h a s i s  d i d  t h e  c o m m i t t e e  p l a c e  o n  the 
m a r k e t i n g  a d v a n t a g e  o f  the "box c h e c k i n g "  
p r o c e d u r e  v e r s u s  the a n t i c i p a t i o n  o f  a f a v o r a b l e  
IRS r u l i n g  b e c a u s e  o f  the p r o c e d u r e .

3) D i d  y o u  or  d i d  the c o m m i t t e e  d i s c u s s  the p o t e n t i a l  
for l i t i g a t i o n  i f  the a n n u i t y  p a y m e n t  is n o t  l a r g e r  
t h a n  an i n d i v i d u a l  c o u l d  e a r n  t h r o u g h  p r i v a t e  
i n v e s t m e n t ?

4) In t h e  s t a t e  e f f o r t  to s u c c e s s f u l l y  m a r k e t  its' 
a n n u i t y ,  d o  y o u  f o r s e e  a n y  liabi3.ity to the 
s t a t e  for f a i l u r e  to a d e q u a t e l y  n o t i f y  u n d e r  
P a g e  7, line 21-23, Sec. 4 3 . 2 3 . 0 7 5 ( a )



Q U E S T I O N S  F O R  S T E V E  W O O D R U F F
SB 5 6  H E A R I N G  #2
2 / 2 7 / 8 5

1) P l e a s e  g i v e  t h e  c o m m i t t e e  a s t e p  b y  s t e p  o u t l i n e  of  
w h a t  y o u  d o  to m a r k e t  a n  a n n u i t y .

2) W h a t  is t h e  m i n i m u m  a m o u n t  o f  t i m e  y o u  t h i n k  n e c e s s a r y  
to i n f o r m  a p e r s o n  o f  t h e  v a l u e  o f  an a n n u i t y  to 
t h e i r  r e t i r e m e n t  p l a n s ?

3) C o u l d  y o u  m a r k e t  t h e  a n n u i t y  to t h e  p u b l i c  as w r i t t e n  
in S B 5 6 ?  A n d  do  y o u  t h i n k  the s t a t e  c a n  m a r k e t  the 
a n n u i t y ?

4) If t h e  a n n u i t y  w a s  e q u a l  o r  b e t t e r  t h a n  t h o s e  o f f e r e d  
b y  y o u r s e l f ,  a n d  t h e  o n l y  m e a n s  o f  p a y m e n t  w a s  an 
e x c h a n g e  o f  P e r m a n e n t  F u n d  D i v i d e n d ,  h o w  w o u l d  y o u  
c o n v i n c e  at l e a s t  30% of  a l l  A l a s k a n s  to  p a r t i c i p a t e ?



by Denise M. Topolnicki

HOW TO PICK 
THE RIGHT AHHUITY
F in d in g  o n e  with h ig h  y ie ld s  a n d  lo w  fees n o w  
will p a y  o ff  in m o r e  retirement i n c o m e  later o n .

A nnuiiics— those retirement in­
vestments sponso/cd by insur­

ance companies— can play one o r 
two roles in your retirement plan­
ning. W hile ,yau!ic-.working. yeu 
c a rL S ta s ix  cash JtTa.Wo-called d i- 
ferred ,ajinuityi aQ{l_watcb.iugrovr 
unchecked, bytiaxos. A fter-yotr-re* 
tire , y ou -c an  use t h a t  m oney -ro (*  
other-funds-**to buyainm m ediat 
annuity that pays you month ly it f 
come fo rth e  resToTydur lift?. Evet> 
check-youreceive-comprises-princ*! 
c ip ah -w liich . isn k—taxable,-and': 
earnings, which are:'By then, h o w  
ever.-yourc presumably in a  lower 
(ax bracket.

You shouldn’t buy either type o f  
annuity solely on the recommen­
dation o f  any insurance agent o r 
stockbroker. Shopping is essential 
because returns on deferred and 
immediate annuities vary enor­
mously from insurer to insurer.
A lso, your money is safer with 
some companies than with others. The financial woes o f  two 
m ajor annuity sponsors. Baldwin-United and Charter C o ., un­
derscore the importance o f  doing business with sound insur­
ers. People who bought annuities from bankrupt Bald­
win-United will gel their principal back, but they won’t collect 
a ll the earnings they in itially expected, and their cash may be 
tied up until at least 1987. The Charter Co. insurance subsid­
iaries that sold annuities haven’t gone bust along with their 
parent company, but thousands o f  investors have cashed in 
their annuities early— despite withdrawal penalties o f  up to 
7%  on account balances— because they feared a Baldwin- 
United-style fiasco.

One clue lo an  annuity sponsor’s financial stability is its rat­
ing published in the life and health edition o f  Best's Insurance 
Reports, available at large public libraries. Most financial plan­
ners recommend dealing on ly with m ajor insurers rated A + .

Because contributions to an annuity aren ’t tax-deductible, a 
deferred annuity shouldn't be the first, o r even second, way 
you shield savings from the tax collector. Instead, you should* 
first make as many tax-deductible contributions to IRA s o r

Keogh.pJanxas.yjautcan.-Also,-put *- 
pxeiax_dollarsjn.a_4Ql(k) sa la ry -re -- 
duction plan^f^youp-employer 8 f- 
fers onoi

Deferred annuities are adver­
tised as IRA  investments, but 
many financial planners advise 
against using them that way. Says 
G ail Pendell, a San Diego planner: 
“ You waste one tax-advantaged in­
vestment opportunity by doubling 
up your IRA  and an annuity.”

You can buy a deferred annuity 
with a single premium, typically 
S5,000 o r more, o r  you can pay in 
periodic installments. You r money 
compounds tax-free, typically until 
you rwtire. You can then take it in a 
lump sum and invest it as you wish, 
o r you can buy an immediate annu­
ity and receive periodic payments 
fo r the remainder o f  your life. You 
may contract fo r such payments 
with the insurer who managed 
your deferred annuity o r with a d if­

ferent insurance company that offers a better return on your 
in v -tm en t.

Deferred annuities come in 'tw o types7fixed o r  variable.* 
Fixed annuities, which are invested in bonds and mortgages, 
pay interest, like a bank account. You r principal is guaranteed. 
Variable annuities produce fluctuating returns based on the 
performance o f  stock, bond o r money-market funds managed 
by the insurer. More unusual funds are also available, includ­
ing some that invest in real estate. Many insurers let you rea llo ­
cate your cash among several funds. I f  a fund flops, o f  course, 
you can lose principal.

Despite their monicker, fixed annuities guarantee a siable 
rate o f  return fo r on ly a few months o r a year. A fter that, the 
rate changes at the insurer's discretion, though it can’t fa ll be­
low a stated minimum, typically 3 .5% . Fees can also affect 
your return. Insurers usually let yotxwithdraw up to ..10% oT 
the money, in your annuity each year without charge. I f  y ou  *  
take put.more.than 10% . the insurer imposes so-called su rren ->  
der fees that usually start at 7%  o f  you r excess withdrawal dur- -»  
ing the contract’s first year and decline until they disappear in
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An up-to-date look at 
the sources of retirement 

income and how you 
can best use them.



seven to 12 years. Some insurers o ffer a 
bailout clause under which you can get all 
your money at no charge i f  interest rates 
dip a point o r two below what you were 
originally promised. I f  you buy an annu­
ity after Jan. J 8 .  1985. and make with­
drawals before you reach age 5915. you Ml 
pay a 5%  federal tax penalty. a<- well as 
incom ejax,.on earnings withdrawn. *

I
deally, you ought to be able to com ­
pare the historical investment perfo r­
mance o f  annuities. That's what the 
National Educational Association did in 
its 1982 study o f  fixed annuities sold to 

teachers by 45 companies. The findings 
were startling. A fter fees were deducted. 
S I4 .100 invested over nearly 12 years 
grew to S23.560 at the best-performing 
company— an average annual return o f 
8% . The worst company produced only 
S14 .484— a dismal average annual return 
o f  less than one-ha lf o f  1%.

Insurersdon't compile such data fo r in­
dividuals. however. Comparative Ann\i- 
ity Reports, an Albuquerque-based firm, 
compiles data on annuities sponsored by 
200 insurers and sells it to insurance com ­
panies and school districts. (F o r lists o f 
recommended fixed annuities based on 
the firm's computations, see the box at 
right.) Since annuity contract provisions 
and interest rates change frequently, you 
should ask agents where companies they 
represent rank in the most current report 
by Comparative Annuity Reports: be sure 
that the agents quote from the lists that 
take fees into account.

It ’s easier to identify the top variable 
annuities because Upper Analytical Ser­
vices. an investment advisory firm, moni­
tors many o f them, as it does with mutual 
funds. As a group, variable annuities in­
vested in stock have gained 77%  in the 
past five years vs. 51%  fo r Standard & 
P o o r ’s 500-stock index, with dividends 
reinvested. Two annuities available out­
side o f  IRAs and sold by insurers rated 
A +  by Best’s outperformed the pack. 
National L ife ’s Variable Annuity \c - 
count I gained 107%  while Aetna Life's 
Variable Fund increased 98 .92% .

Because most insurers have just re­
cently started to o ffer variable annuities 
invested in bond and money-market 
funds. Lipper has followed only a few 
such funds fo r more than a year. The vari­
able annuity bond rund sold by Sun Life

Reporter ossociole: Eric Schurenberg

o f Canada topped Lipper’s charts over 
the past year, as did the money-market 
annuity from  Security Benefit.

Lipper’s figures take investment man­
agement charges into account, but not 
sales commissions, which range front 
zero to 815%. Insurers typically trim 

N .5 %  o ff o f  . variable-annuity account’s 
balance annually fo r administrative ex­
penses. Ask insurance agents where com­
panies they represent currently rank on 
Lipper’s lists.

W hen you’re considering buying art 
immediate annuity, bear in  mind that the 
guaranteed lifetime income is most ap­
propriate fo r peop le who fret about out- 
living -their "savings— o r  squandering 
them a ll in Las Vegas. Be warned too that 
immediate annuities aren't fo r fickle folk: 
once you sign a contract fo r lifetime in­
come. you ’re locked in.

You can use cash you ’ve accumulated 
in a deferred annuity to funJ an immedi­
ate annuity. It's also possible to buy an 
immediate annuity with a lump sum 
from . say. a pension o r profit-sharing 
plan. Immediate annuities are available 
in fixed and variable varieties.

There are four basic ways to receive an 
immediate annuity. Monthly payments

A ll the top-perform ing annuities listed 
here are o f  the deferred type: your in­

vestment in them grows tax-free until you 
make withdrawals. Immediate annuities, 
which begin paying income at once, arc 
not listed because ever-changing payout 
rates fluctuate widely. Comparative An­
nuity Reports, a company that sells in­
formation on annuities to insurance 
companies and school systems, provided 
the two lists o f  fixed annuities. In both 
cases. Money has omitted annuities de­
signed only fo r IRAs as well as annuities 
o f  insurers rated less than A +  by Best's, a

get increasingly smaller with each suc­
ceeding option:

A straight-life annuity pays ycu until 
you die. I f  you're unlucky enough to ex­
pire after cashing just one check, the in­
surance company keeps the remainder o f 
your capital.

An instalhnent-refund annuity pays 
you and a beneficiary at least as much 
money as you invested.

A period-certain life annuity guaran­
tees that you o r a beneficiar; w ill collect 
fo r at least a set number o f  years.

A joint-and-snmvor annuity con­
tinues until both you and a beneficiary 
are dead.

Under any ption. the size o f your 
monthly check depends on how much 
you invested, how old you are. and 
whether you ’re male o r female. It also 
varies from insurer to insurer. For exam­
ple. a 65-year-o ld man could recently buy 
a straight-life annuity fo r S25.000 from 
A lexander Ham ilton Life and receive 
monthly payments o f  S 297 .19. Yet Fed­
eral Kemper Life would pay him on ly 
S265 a month. Once again, you ’ ll have 
to shop around. Wait until you ’ re close 
to retirement, however, because rates 
change constantly. IS

firm that grades companies based on their 
financial stability.

The list o f  fixed-rate annuities with 
flexible premiums is based on projected 
returns over the next 15 years as well as 
the annuities’ actual performance over 
the past five years. Insurers’ fees are 
included.

Comparative Annuity Reports expects 
the fixed-rate. single-premium annuities 
on the second list to post the highest re­
turns in their category over the next 15 
years, based on interest rates and fee 
schedules in elfect last August.

T op -pe rfo rm in g  f ix e d  annu ities T op -pe rfo rm in g  f ix e d  annu ities
(f le x ib le  prem ium s) (sing le  prem ium )

Current interest Current Interest
Company rate Company rate

Fidelity Union Life 10% Alexander Hamilton Life 12%
Northern Life 12.50 Bank Life 12.1
Security Benefit Life 12.25 Minnesota Mutual Life 12.25
Travelers 11.75 New York Life & Annuity 12
Western National Life 12 Travelers 11.75

• Western National Life 12

SHOPPING FOR ANNUITIES
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• your-current income in an investment pro­
gram which will ripen in 10,20, or 30 years, 
to provide you with y ears of retirement in ­
come. This “hab it” is fully as important 
in acquiring a portfolio of stocks and bonds 
as it is in making regular additions to your 
savings account.

Since there is no stock market barome­
ter th a t has proven KXFo accurate in all 
kinds of economic weather, the only "safe” 
solution is to set up a regular, periodic in­
vestment program. This is called “dollar- 
cost averaging” and, if continued over a 
long period of time, can result in the in­
vestor being able to acquire more shares 
when prices are low and fewer shares when 
prices are high. The result: an average

AN A N N U IT Y  is primarily a contract, not 
an “investment. ’ It is a contract by which 
you buy an income for as long as you live 
(and, in the case of a “joint” annuity, for 
as long as both you and your spouse live). 
For many people it is a comforting con­
tract, because it assures you tha t you will 
not outlive your income. But, as is the case 
with every financial contract, it has its 
plusses and minuses.

Single Premium Annuity 
To Get $ 1 0 0  a Month

BOUGHT "LIFE "REFUND
AT AGE__________ANN UITY" ANN UITY"Males

60 $12,037 $12,666
65 11,130 11,892
70 10,031 11,00875 8,816 10,03980 7,551 9,015

Females

6065707580
Joint and Survivor

60 $14,548 $14,31465 13,764 13,64770 12,799 12,74175 11,595 11,67380 10,155 10,470

The plusses: (1) lifetime income; (2) know­
ing exactly how much to count on each 
year; (3) assured income (provided, of course, 
th a t you make the contract with a reputa­
ble insurance company licensed to do bus­
iness in your state, or with an education­
al, charitable, or religious institution li­
censed and supervised by your sta te ’s Su­
perintendent of Life Insurance).

The minuses: (1) the fixed-income type 
of annuity offers no protection against in­
flation; (2) any variable-income program 
must depend upon the m anager’s skill as 
an investor in the securities markets; (3) 
erosion of your capital to the point where 
there may be no estate left for your heirs.

Annuities may be bought along with in­
surance through premiums paid over a

long-term cost th a t’s usually far more fa­
vorable than  the stra igh t mathematical 
average of prices over the same period of 
time. Furthermore, it takes much of the 
nail-biting worry out of investing in stocks.

But it must be kept firmly in mind that, 
in this pursuit of capital gains with which 
to increase your retirement stake, the laws 
of risk are always in force! Risk is ever­
present in every fo rm  o f investment. And 
the amount of risk rises with the expecta­
tion of profit. You can’t hope to double your 
money overnight unless you also are pre­
pared to risk a heavy loss. Wall Street may 
be a one-way street for automobiles—but 
not for securities prices!

great many years, or they may be bought 
with a single, lump-sum payment on the 
eve of retirement.

If you buy them over a long period of 
years, you may find th a t you have fixed 
our retirement income 10, 20, or 30 years 
efore retirement—and done so unrealis- 

tiqally in terms of the buying power of the 
dollar when you actually retire.

An annuity income program purchased 
with a single lump sum of money on the 
eve of retirement a t least reduces your vul­
nerability to inflation by many years. If 
you should buy such a program today, to 
begin providing income next month, you 
have a more current view of w'hat the dol­
lar of income will buy. You have not only 
escaped 10 or 20 years of seeing your pre­
mium money melt away, but you are able 
to buy the entire contract with “now” (cheap­
er) dollars. A lthough no fixed annuity in­
come can protect you aga inst further in­
flation, a lump-sum purchase on the eve of 
retirement can a t least reduce much of the 
effect of past years of inflation.

The table on page furnished by the 
American Council of Life Insurance, snows 
how much it will cost you currently to buy 
$100 a month of annuity income. You will 
notice tha t the cost is based on present age 
(the lower one’s life expectancy, the more 
generous e insurance company can afford 
to be). A lt , women—because, statistically 
they live longer—must pay more than  men 
for the same $100-a-month income. And a 
married couple must pay even a bit more 
(the conjugal life is evidently conducive to 
living longer, a t least statistically).

The “life annu ity” column shows one 
type of annuity and the sums which must 
be paid to receive $100 a month “for life”— 
for the life of a man, a woman, or “joint.” 
(If you die a few years after taking out the 
annuity, the insurance company “wins.”) 
The “refund annu ity” column shows the 
amount you must pay to receive $100 a 
month income for life with the additional 
proviso th a t if the annu itan ts do not live 
long enough to collect all th a t they’ve paid 
in, their estate will get the balance.

$12,95612,14211,0719,8078,466

$13,16112,51411,58110,5169,376

Annuities



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

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

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

C a n  PFD r e c i p i e n t s  c h a n g e  t h e i r  m i n d  o n  cash, a n d  w h e n ?  How?

W h a t  e c o n o m i c  i m p a c t  o f  c a s h  PFD, r e g i o n ,  city, i.e., roll 
o v e r  of t h e  c a s h  in the e c o n o m y ?  H o w  w i l l  t h a t  c h a n g e  
w i t h  30% a n n u i t y  p a r t i c i p a t i o n ?

L e v e l  of  p u b l i c  i n q u i r y  no w ?  H o w  w i l l  t h a t  c h a n g e  w i t h  b o x  c h e c k

W h a t  p u b l i c  i n f o  is p l a n n e d  to m a k e  a k n o w l e d g e a b l e  i n v e s t o r ?
W i l l  p u b l i c  e d u c a t i o n  r a i s e  to l e v e l  r e q u i r e d  f o r  a c o n t r a c t

* * * * A s k  a b o u t  a m e n d m e n t s

1) C o n t i n u a t i o n  o f  L.B. p r o g r a m  if SB56 fails

2) Use of u n d i s t r i b u t e d  i n c o m e  of p.f.

3) S u r v i v o r  B e n e f i t s

4) R e v e r s e  B o x  c h e c k  p r o c e d u r e

M e n t i o n  H u g h  M a l o n e  s o l u t i o n  - t a k e  it to the v o t e r s .
T h i s  m a y  b e  b e s t  for t h e  a n n u i t y  p r o g r a m .

P M R  Q u e s t i o n s  .J)
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S t e v e  W o o d r u f f :

A n n u i t y  p r o d u c t  is u n m a r k e t a b l e  b y  p r i v a t e  s t a n d a r d s  
O v e r l y  b r o a d  s t a t e m e n t  of c l a i m s  in p u r p o s e  
U n k n o w n  or u n c e r t a i n  or  b a d  t a x  c o n s e q u e n c e s  
N o  s u r v i v a l  b e n e f i t s
N o n - q u a l i f i e d  i n v e s t o r s  - y i e l d  1 p e r c e n t  ("5 p e r c e n t  

m a y  fall for it.")

J o h n  George, D i r e c t o r ,  D i v i s i o n  of I n s u r a n c e :

S t a t e  is e n t e r i n g  in t o  t h e  i n s u r a n c e  b u s i n e s s  w i t h o u t  
r e g u l a t i o n  i m p o s e d  o n  p r i v a t e  a n n u i t y  m a r k e t e r s  - 
a n n u i t y  is a c o n t r a c t  w i t h  all t h a t  im p l i e s .  W i t h o u t  
c o n t r a c t  a n n u i t y  is s o c i a l  s e c u r i t y  p r o g r a m .

D e b r a  Vogt:

A m e n d  to i n c l u d e  s u r v i v a l  b e n e f i t s  O.K., b u t  p a y m e n t  is 
r e d u c e d .  P e r c e n t a g e  of i n v e s t o r s  is n o t  i m p o r t a n t


