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F E B R U A R Y  2 5 ,  1 9 8 7  S E C T I O N A L  C S S B  5 6  ( S t a t e  A f f a i r s )  D r a f t  42

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

p e o p l e  o f  A l a s k a  in N o v e m b e r  1 9 8 6 ,  w h i c h  is c o n t a i n e d  w i t h i n  

C h a p t e r  9 9 ,  S L A  1 9 8 5 .  T h e  c h a n g e s  t o  t h a t  a n n u i t y  p l a n  a r e  

c o n t a i n e d  w i t h i n  S e c t i o n s  1 - 5  o f  t h i s  c o m m i t t e e  s u b s t i t u t e

Section 1

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

Section 2

If a c a s h  c o n t r i b u t i o n  is m a d e ,  t h e  c a s h  c o n t r i b u t i o n  

m a y  n o t  e x c e e d  t h e  a m o u n t  o f  t h e  p e r m a n e n t  f u n d  

d i v i d e n d  t o r  t h a t  y e a r .

S e c t i o n  3

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

m a d e .

S e c t i o n  4

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

m a d e .

S e c t i o n  5

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

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

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

e x c e e d  t h e  a m o u n t  in t h e  i n d i v i d u a l ' s  a n n u i t y  a c c o u n t .  

R e g u l a t e d  by 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 e c t i o n  6

R e p e a l s  t h e  s t a i r - s t e p p i n g  p l a n  c o n t a i n e d  w i t h i n  

C h a p t e r  9 9 ,  S L A  1 9 8 5 .

S e c t i o n  7

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

d i v i d e n d s  a f t e r  D e c e m b e r  3 1 ,  1 9 8 7 .

S e c t i o n  8

I m m e d i a t e  E f f e c t i v e  D a t e  C l a u s e
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SECTIONAL ANALYSIS FOR 
CSSB 56 STATE AFFAIRS

Section 1
Allows for cash contributions into the annuity accounts. 

Section 2
If a cash contribution is made, the cast contribution may 
not exceed the amount of the permanent fund dividend for 
that year.

Section 3
Conforming language so that a cash contribution can be 
made.

Section 4
Conforming language so that a cash contributions can be 
made.

Section 5
Adds language to allow for an emergency withdrawal. The 
amount withdrawn shall be limited to amount sufficient only 
to meet the emergency. Regulated by the Commissioner of 
R e v e n u e .

Section 6
Repeals the stair-stepping plan contained within Chapter 
99, SLA 1985.

Section 7
This Act applies only to those permanent fund dividend 
after December 31, 1987.

Section 8
Immediate effective date clause.



STATE OF ALASKA 1987 LEGISLATIVE SESSION 

FISCAL NOTE

REQUEST

Bill V e r s i o n ^  

Publish Date:*

SB 56

Revision D a t e : __
Title: * (see below)

Agency Affected:__
B R U : Longevity Bonus

Administration

S p o n s o r :  Kerttuia ~

Senate State Affai rs

Components: Administration, Grants

Requestor:______________  ___________ ________________________________
* Making Effective an Annuity Program and Amending Alaska Longevity Bonus and Permanent 

Fund Divir'end.

OPERATING FY 87 FY 8 8 FY 8 9 FY 9 0 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES

CRANTS, CLAIMS

MISCELLANEOUS

0 184.5 184.5 184.5 104.5 184.5

0 0 0 0 0 0
0 81.0 81.0 81.0 Si.Q 81.0

0
. . . . . 11.1 11.1 11.) 11.1

0 20.0 4.0 4.  0 4.0 4 .0
0 0 0 0 0 0
0 0 (300.0 (SOO.O) ( i ,600.0 (2,800.0)

0 0 0 0 0 0
TOTAL OPERATING 0 296.6 (19.4 (519.4) (1,319.4 (2,519.4)

CAPITAL 0 ' ?60.0 0 0 I 0

REVENUE 3 ~ i r ~ 0 ■ T ■0 ..... 'a' '

FUNDING: (Thousands of Do !1ars)
GENERAL FUND 0 0 (300.0 (800.0) (1,600.0 (2,800.0)

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 1,046.6 280.6 280.6 280.6 280.6

TOTAL 0 1,046.6 (10.4 (519.4) (1,319.4 (2,519.4)

POSITIONS:
f u l l - t i m e 0 5 5 5 5 5

PART-TIME 3 ' ' ■ 0' ‘ 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS: Attach a separate page if necessary The implementation of the annuity

program to replace the Longevity Bonus Program will result in a decrease in general funds 
committed to the program. The difference is shown on the Crants and Claims line. The amount 
is based on the difference in costs of the annuity program and the current la* as shown in 

Appendix A of 1986 Ballot Measure No. 3. Questions and Answers About Proposed Longevity Bonus 

A1 ternatives prepared by the Division of Strategic Planning, September 1986.

Funds for operating the program will come from the annuity investment fund (AS *>3.23.110) as 

provided in AS 43.23.110(d).

Prepared By: Michael p

Division: Commissioner

• Phone:
s U f n c e  n a t P i

465-2200

Date: 2 // // y- 7

Approved by Commissioner: Garrey P,

Agency: Department of A d m i n i s t e r ________

Distribution (by preparer): ' 

Legislative Finance 

Legislative Sponsor 

Requestor 

Office of Management and Budget 

Impacted Aaency(ies) 
Senate Secretary

Date-

Page _J_ o f  2_
Rev. 01/23/87
14/201/0211-03



CONTINUATION of FISCAL NOTE ANALYSIS

For SB 56

We estimate that approximately four full-time employees will be needed to 

administer this program on a continuing basis. We estimate that a program 

supervisor and chief accountant will be needed with two other staff members.

We are basing this fiscal note on the assumption that the Department of

Revenue will verify ages of those who elect to participate in the anniity

program. This is critical.

We estimate that four positions are needed to administer this program:

Supervisor: Retirement and Benefits Specialist III

Accountant: Accountant. II

Technician: Retirement and Benefits Technician I/II

Clerk: Accounting Clerk III

We propose that a notification will be sent to all Alaska boxholders to inform 

them of the provisions of the bill and to advise them of the contact persons 

or agencies. We estimate an annual cost of $20.0 for independent audits. We 

also propose that there will be annual statements of account that will be ront 

to approximately 150,000 participants. This cost is estimated to be $41.U.

We estimate that the annuity program will be fully automated to reduce the 

need for staff. We estimate that one-time system analysis, development, and 

construction costs would be $750,000.

We anticipate the need for one full-time Programmer/Analyst IV to provide 

guidance in the development of the annuity systems with the contractors and, 

after implementation, to provide ongoing maintenance. We also estimate a cost 

of $20.0 for computer recoras storage.

A zero inflation rate is assumed for this fiscal note.

14/2D1/0211-03/3 Page _2_ of _2



APPENDIX A

General Fund Costs of Proposed Bonus Program Alternatives

Fiscal
Y?ar

Costs of 
House 

Proposal

— millions of dollars--------
Costs of 
Senate 

Annuity 
Proposal

Costs of 
Current 

Law

1988 49.3 49.9 49.9
1989 47.7 52.4 52.7
1990 45.5 54.8 55.6
1991 43.3 56.6 58.2
1992 41.1 57.9 60.7
1993 38.9 58.9 63.4
1994 36.7 59.2 65.9
1995 34.6 59.2 68.8
1996 32.5 58.2 71.4
1997 30.3 56.1 73.6
1998 28.2 53.2 76.1
1999 26.1 49.1 78.5
2000 24.1 43.7 81.1
2001 22.1 36.8 83.6
2002 20.2 28.2 86.2
2003 18.3 18.3 88.9
2004 16.5 16.5 91.6
2005 14.8* 14.8* 94.91

*Annual general fund costs continue declining, and reach zero by about 2034. 
tAnnual general fund costs likely to continue increasing.

\
I

I



LAWS OF ALASKA

1985

$WK9 C1»0pier N e. 

»9C C S S S  56

A N  ACT

delating to a longevity bonus, snd providing for an effect ive 
date.

I f  IT ENACTED IT  THE LEGtSlATUK OF THE STATE OF A1AOA.

THE ACT FOLLOWS OH PACE 1. LIKE 9

LNXALlKD mTEKLAA. IACICATES TEXT THAT IS SE1K1 KXXD TO 
T>€ U* MO MAOTTO NATEXIAL IN CAPITAL I f T M  IK) I CATES 
SCLETIOS TOX T>€ UMj OPLETELY fO TEXT CR UTEXIAL 
JEP1ALD AAO M-ENWT.TD IS ICOVT1T1ED IN TVC HOOOUCTCRr 
IIAC or EACH BILL SECT1CH.

A p p r o v e d  b y  the G o v e r n o r :  J u n e  7. 1 98 5
A c t u s  1 E f f e c t i v e  D i c e :  S e c t i o n s  2 * 18 t ike  e f f e c t  o n  t h e

d i t e  t h u  s e c t i o n  1 o f  t h i s  A c t  is r e p e a l ed ;  l e c t i o n  1 
t a k e s  e f f e c t  o n  r h «  d a t e  thit s e c t i o n s  2 • 18 of t h i s 
A c t  a r e  r e p e a l e d ;  s e c t l o o s  19 - 24 t ake  e f f e c t  J u n e  8, 

1985



1 * S e c .  4 .  AS 4 3 . 2 3 . 0 1 5 ( a )  i s  amended Co r e a d :

2 ( a )  The c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  unde r  t h e  A d m in i s -

3 t r a t i v e  P r o c e d u r e  Act (AS AA. 6 2 )  e s t a b l i s h i n g  t h e  p r o c e s s  f o 7  d e ­

li t e r m i n i n g  t h e  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 rm an en t  fund  d i v i d e n d s .

5 The c o m m i s s i o n e r  may r e q u i r e  an  i n d i v i d u a l  t o  p r o v i d e  p r o o f  o f  e l i -

6 g i b i l i t y ,  and t h e  c o m m i s s i o n e r  may u s e  o c h e r  i n f o r m a t i o n  a v a i l a b l e

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

8 o f  an  i n d i v i d u a l .

9 *  S e c .  5 .  AS 6 3 . 2 3 . 0 1 5 ( b )  i s  amended t o  r e a d :

10 ( b )  The d e p a r tm e n t  s h a l l  p r e s c r i b e  and  f u r n i s h  an  a p p l i c a t i o n

11 form f o r  c l a i m i n g  a p e rm anen t  f u n d  d i v i d e n d .  The a p p l i c a t i o n  mus t

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

13  s u b s t a n t i a l l y  t h e  f o l l o w i n g  form :

14 I  c e r t i f y  c h a t

15 ( ) I  am a s t a t e  r e s i d e n t  on t h e  d a t e  o f  t h i s  a p p l i c a t i o n

16  and 1 h a v e  b een  a s t a t e  r e s i d e n t  f o r  a t  l e a s t  s i x  months  i m m e d i a t e l y

17 p r e c e d i n g  . t h e  d a t e  o f  t h i s  a p p l i c a t i o n ;  o r

18 ( ) ( n a m e ) ,  t h e  i n d i v i d u a l  on who se  b e h a l f  I  am a p p l y i n g ,

19 i s  a s t a t e  r e s i d e n t  and h a s  b e e n  a s t a t e  r e s i d e n t  f o r  a t  l e a s t  s i x

20  m onth s  i m m e d i a t e l y  p r e c e d i n g  t h e  d a t e  o f  t h i s  a p p l i c a t i o n .

2 1  I  u n d e r s t a n d  t h a t  a  f a l s e  c l a i m  o f  r e s i d e n c y  t o  o b t a i n  a  p e rm a -

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

23  t h a t  i f  c o n v i c t e d  I  w i l l  f o r f e i t  f u t u r e  p e r m a n e n t  fund d i v i d e n d s  and

24  t h a t  I  w i l l  l o s e  o r  must  r e p a y  a l l  p e r m a n e n t  f u n d  d i v i d e n d s  t h a t  h a v e

2 5  b e en  c r e d i t e d  o r  p a i d  t r  me . and a n y  a c c r u e d  i n t e r e s t  i n  my a n n u i t y

26  a c c o u n t . I  u n d e r s t a n d  t h a t  t h i s  p e n a l t y  i s  i n  a d d i t i o n  to any  c r i m i -

27  n a l  p e n a l t i e s  im p o s ed .

2 8 ___________________________________

29  ( s i g n a t u r e  o f  i n d i v i d u a l ,  p a r e n t ,

C C S S B  56 -2-
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LAWS OF ALASKA

1985

O io q S s  r Ne. 

19

XH ACT

d e la t in g  to  a longevity  bonus, and providing for an e f f e c t iv e  
date .

U  rr ENACTED IT  THE LEGtSlA TUtf O f THE STATE O f  AUSXA.

THE ACT FOLLOVS OH PACE I. LIKE 9

(JCERLIfCD MATERIAL IKJICATQ  TEXT THAT IS * !► *  *COC3 TO 
THE U K  MO  B R A O X I E D  MATERIAL IN CAPITAL LETTERS INDICATES 
OeLETICMS T O  THE LAM; O f i m T  * *  TEXT CP HATERLAL 
REP1ALD MO  RE-EN*CTED IS IDENT1PIED IN T *  INTRODUCTORY 
L I *  Of each B ILL SECTICX.

A p p r o v e d  b y  the Covernor-. J u n e 7. 1985 
A c t u a l  E f f e c t i v e  D a t e :  S e c t i o n s  2 - 1 8  tske e f f e c t  o n  C he

d a t e  t h a t  s e c t i o n  1 of thi s Act Is r e pe t le d ; s s c t i o n  1 
t a k e s  e f f e c t  o n  c hc  d a c e  that s e ct io n s 2 • 18 of t h t a 
A c t  e r e  r e p e a l e d :  s e c t i o n s  19 - 21 t ake  e f f e c t  J u n e  8, 

1985

le w x s

ccssa i t



O f f e r e d :  5 / 1 1 / 8 5

O r i g i n a l  s p o n s o r s :  R ay .  H a l f o r d ,
B e n n e t t ,  e t  t l

1 IN THE SENATE BY THE 2d CONFERENCE COMMITTEE

2 CONFERENCE CS FOR SENATE B I L L  NO. 56

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - F IRST SESSION

5 A B ILL

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  a  l o n g e v i t y  b o n u s ;  a n d  p r o v i d i n g

7 f o r  an e f f e c t i v e  d a t e . "

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

? * S e c t i o n  1 .  AS 47  . 4 5 . 0 1 0 ( a )  i s  amended t o  r e a d :

10 ( a )  A p e r s o n  who i s  65  y e a r s  o f  a g e  on o r  b e f o r e  J a n u a r y  1 .  1 9 3 8

11 [OR OVER], w h o  r e s i d e s  i n  C h e  s t a t e  f o r  a t  l e a s t  one y e a r  i m m e d i a t e l y

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

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

14 r e c e i v e  a m o n t h l y  bonus  o f  $ 2 5 0  upon r e a c h i n g  a g e  6 5 .

15 * S e c .  2 .  AS 4 3 . 2 3 . 0 0 5 ( c )  i s  amended t o  r e a d :

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

1< c l a i m  a p e rm an e n t  fund  d i v i d e n d  on b e h a l f  o f  an  u n e m a n c i p a t e d  m ino r  or

13 cn b e h a l f  o f  an  i n c o m p e t e n t  i n d i v i d u a l  who i s  e l i g i b l e  to  r e c e i v e  a

19 d i v i d e n d  [PAYMENT] u n d e r  t h i s  s e c t i o n .

20  * S e c .  3 .  AS 4 3 . 2 3 . 0 0 5  i s  amended by a d d i n g  a  new s u b s e c t i o n  to  r e a d :

21  ( d )  A p e r s o n  who i i  e l i g i b l e  Co r e c e i v e  a  p e r m a n e n t  fund  d i v i -

22  dend u n d e r  t h i s  s e c t i o n ,  o r  who i s  a u t h o r i z e d  t o  c l a i m  a d i v i d e n d  on

23 b e h a l f  o f  a n o t h e r  u n d e r  ( c )  o f  t h i s  s e c t i o n ,  may e l e c t  t o  r e c e i v e  the

2 4  d i v i d e n d  e i t h e r  i n  c a s h  o r  a s  a n  a n n u i t y  c r e d i t .  A l t e r n a t i v e l y ,  a

25 p e r s o n  may e l e c t  t o  r e c e i v e  25 p e r c e n t ,  5 0  p e r c e n t ,  o r  75 p e r c e n t  o f

25  t h e  d i v i d e n d  i n  c a s h  and t h e  r e m a in d e r  a s  an  a n n u i t y  c r e d i t .  A p e r s o n

27 who i s  65 y e a r s  o f  age  on o r  b e f o r e  J a n u a r y  1 ,  1 9 8 8  may o n l y  r e c e i v e

23 t h e  p e rm anen t  fund  d i v i d e n d  i n  c a s h  and may no t  e l e c t  to j v »

2 9  an a n n u i t y  c r e d i t .

*1* TCSSB 56



1 * S e c .  4. AS 4 3 . 2 3 . 0 1 5 ( a )  i s  m e n d e d  t o  r e a d :

2 ( a )  The c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  unde r  t h e  A d m i n i s -

3 t r a t i v e  P r o c e d u r e  Act  (AS 4 4 . 6 2 )  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 -

4 t e r m i n i n g  t h e  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 rm an en t  fund  d i v i d e n d s .

5 The c o m m i s s i o n e r  may r e q u i r e  a n  i n d i v i d u a l  t o  p r o v i d e  p r o o f  o f  e l i -

6 g i b i l i t y ,  and t h e  c o m m i s s i o n e r  may u s e  o t h e r  i n f o r m a t i o n  a v a i l a b l e

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

8 o f  an  i n d i v i d u a l .

9 * S e c .  5 .  AS 4 3 . 2 3 . 0 1 5 ( b )  i s  amended t o  r e a d :

10 ( b )  The d e p a r tm e n t  s h a l l  p r e s c r i b e  and f u r n i s h  a n  a p p l i c a t i o n

11 form f o r  c l a i m i n g  a p e rm anen t  f u n d  d i v i d e n d .  The a p p l i c a t i o n  m u s t

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

13 s u b s t a n t i a l l y  t h e  f o l l o w i n g  form:

14 I  c e r t i f y  t h a t

15 ( ) I  am a s t a t e  r e s i d e n t  on t h e  d a t e  o f  t h i s  a p p l i c a t i o n

16 and I  h a v e  been  a s t a t e  r e s i d e n t  f o r  a t  l e a s t  s i x  months  i m m e d i a t e l y

17 p r e c e d i n g  . t h e  d a t e  o f  t h i s  a p p l i c a t i o n ;  o r

18 ( ) ( n a m e ) ,  t h e  i n d i v i d u a l  on w h o s e  b e h a l f  I  am a p p l y i n g ,

19 i s  a s t a t e  r e s i d e n t  and h a s  b e e n  a  s t a i . *  r e s i d e n t  f o r  a t  l e a s t  s i x

20  month s  im m e d i a t e l y  p r e c e d i n g  t h e  d a t e  o f  t h i s  a p p l i c a t i o n .

2 1  I  u n d e r s t a n d  t h a t  a f a l s e  c l a i m  o f  r e s i d e n c y  t o  o b t a i n  a  p e rm a -

22  n en t  fund  d i v i d e n d  f o r  m y s e l f  o r  f o r  a n o t h e r  i s  a  c r i m i n a l  o f f e n s e  and

23 t h a t  i f  c o n v i c t e d  I  w i l l  f o r f e i t  f u t u r e  p e r m a n e n t  fund d i v i d e n d s  and

24 t h a t  I  w i l l  l o s e  o r  mus t  r e p a y  a l l  p e r m a n e n t  f u n d  d i v i d e n d s  t h a t  h a v e

25  b e en  c r e d i t e d  o r  p a i d  t o  me, and a n v  a c c r u e d  i n t e r e s t  i n  my a n n u i t y

26  a c c o u n t . I  u n d e r s t a n d  t h a t  t h i s  p e n a l t y  i s  i n  a d d i t i o n  to  any  c r i m i *

27 n a l  p e n a l t i e s  im p o s ed .

28  ________________________________________

29 ( s i g n a t u r e  o f  i n d i v i d u a l ,  p a r e n t ,
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1 g u a r d i a n ,  o r  o c h e r  a u t h o r i z e d

2 r e p r e s e n t a t i v e )

3 * S e c .  6 .  AS <* 3 . 2 3 . 0 1 3 ( e )  i s  amended to  r e ad :

4 ( e )  I f  a p u b l i c  a g e n c y  c l a i m s  a [PERMANENT FUND] d i v i d e n d  on

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

6 e l e c t  100  - e r c e n t  c a s h  u n d e r  A S 4 3 . 2 3 . 0 0 5 ( d )  and h o l d  Che d i v i d e n d  i n

7 c r u s t  f o r  che i n d i v i d u a l .  Monty h e l d  i n  c r u s t  u nd e r  t h i s  s u b s e c t i o n

3 s h a l l  be i n v e s t e d  by th e  c o m m i s s i o n e r  i n  a c co r d an c e  w i t h  AS 3 7 . 1 0 . 0 7 0 .

9 * S e c .  7 .  aS ‘♦ 3 . 2 3 . 0 1 5 ( f )  i s  amended co r e a d :

10 ( f )  A m n o r  o r  an i n c o m p e t e n t  i n d i v i d u a l  s a y  noc m a i n t a i n  a

1 1  c l a i m  a g a i n s t  t h e  s t a t e  o r  an o f f i c e r  o r  emp loyee o f  t h e  s t a t e  b a s e d

12 e i t h e r  on che manner  i n  w h i c h  t h e  p a r e n t ,  g u a r d i a n ,  o r  a u t h o r i z e d

13 r e p r e s e n t a t i v e  o t h e r  chan a  p u b l i c  a g e n cy  o f  che s t a t e  managed  o r

14 d i s p o s e d  o f  permanen t  fund  d i v i d e n d s  r e c e i v e d  on b e h a l f  o f  t h e  m i n o r

15 o r  i n c o m p e t e n t , o r  an e l e c t i o n  made o r  no t  made on c h a t  i n d i v i d u a l ’ s

16 b e h a l f  u n d e r  AS 4 3 . 2 3 . 0 0 5 ( d )  [ INDIVIDUAL] .

17 *  S e c .  3 .  AS 4 3 . 2 3 . 0 1 5  i s  amended by a d d i n g  a new s u b s e c t i o n  to  r e a d :

13 ( i )  The pe rmanen t  f u n d  d i v i d e n d  a p p l i c a t i o n  form s h a l l  be  p r e -

19 p a r e d  to  a l l o w  an a p p l i c a n t ,  o t h e r  th i - . i  a p e r s o n  who i s  ex empt  u n d e r

2 0  AS 4 7 . 4 5 . 0 1 5 ( b ) ,  to  e l e c t  t o  r e c e i v e  t h e  d i v i d e n d  e i t h e r  i n  c a s h  o r  a s

2 1  an a n n u i t y  c r e d i t .

2 2  *  S e c .  9 .  AS 4 3 . 2 3 . 0 3 5  i s  amended t o  r e a d :

23 S e c .  4 3 . 2 3 . 0 3 5 .  PENALTIES AND ENFORCEMENT. ( a )  I n  a d d i t i o n  co

2 4  any  c r i m i n a l  p e n a l t i e s  im po sed  b y  s t a t e  l a w ,  i f  an  i n d i v i d u a l  i s

2 5  c o n v i c t e d  o f  a c r im e  i n  c o n n e c t i o n  w i t h  a f a l s e  s t a t e m e n t  made i n  a

2 6  c e r t i f i c a t i o n  r e q u i r e d  u n d e r  AS 4 3 . 2 3 . 0 1 5 ,  and the  c o n v i c t i o n  i s  noc

27  r e v e r s e d ,  c h a t  i n d i v i d u a l  f o r f e i t s  a l l  pe rmanen t  fund  d i v i d e n d s  c r e d -

23 i t e d  o r  p a i d , t o g e t h e r  w i t h  any i n t e r e s t  c r e d i t e d  to  t h a t  i n d i v i d u a l ' s

, 0  t r r . u i t -  i i t ^w . - . i  and r.oz a l i g i b l a  f o r  a f u t u r e  pe rmanen t  t u n a  a i v i -

-3- C C S S B  56



1 dend.

2 (b) If che c o m m i s s i o n e r  d e t e r m i n e s  Chat a cas h  [ P E R M A N E N T  FUN D

3 d i v i d e n d  should not h a v e  b e e n  c l a i a e d  by or  p a i d  Co an i n d i v i d u a l ,  Che

4 c o m m i s s i o n e r  n ay use all c o l l e c C i o n  p r o c e d u r e s  o r  r e m e d i e s  a v a i l a b l e

5 for c o l l e c C i o n  of c a x e s  u n d e r  t his c i cle Co r e c o v e r  Che p a y m e n t  of a

6 p e r m a n e n t  fund d i v i d e n d  Chat w a s  i m p r o p e r l y  made. A  n o t i c e  of an

7 i m p r o p e r l y  paid d i v i d e n d  m u s t  be  sen t  Co C he i n d i v i d u a l  w i c h i n  10

8 y e a r s  a f t e r  the i m p r o p e r  p a y m e n t .  If n o c i e e  is not s e n t  v i t h i n  the

9 1 0 - y e a r  period, p r o c e e d i n g s  m r y  no t  be c o m m e n c e d  in c o u r t  for r e c o v e r y

10 of che i m p r o p e r  p a y ment.

11 - Sec. 10. AS <>3.23.035 is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  Co read:

12 (c) If che c o m m i s s i o n e r  d e t e r m i n e s  Chat a p e r m a n e n t  f u n d  divi-

13 d e n d  s h o u l d  not hav e  b e e n  c r e d i t e d  to an i n d i v i d u a l ' s  a n n u i t y  a c c o u n t ,

14 the c o m m i s s i o n e r  nay, a f t e r  n o t i c e  a nd o p p o r t u n i t y  for h e a r i n g ,  d i r e c t

15 the c o m m i s s i o n e r  of a d m i n i s t r a t i o n  to debit the i n d i v i d u a l ' s  a n n u i t y

16 a c c o u n t  for the a m ount w r o n g l y  c r e d i t e d .  If the credit is t h e  fault

17 of the individual, the d e b i t  m u s t  be made w i c h i n  10 y e a r s .  If the

18 c r e d i t  is the fault o f  the s t a t e ,  the debit m u s t  be m a d e  w i t h i n  three

19 years.

20 * Sec. 11. AS 4 3 . 2 3 . 0 5 5  is a m e n d e d  to read:

21 Sec. 43.23.055. D U T I E S  O F  T H E  D E P A R T M E N T .  The d e p a r t m e n t  s h a l l

22 (1) a n n u a l l y  m a h e  p a y m e n t s  to i n d i v i d u a l s  w h o  e l e c t  to

23 r e c e i v e  cash u n d e r  AS  4 3 . 2 3 . 0 0 5 ( d )  [PAT P E R M A N E N T  FUND D I V I D E N D S  F R O M

24 T H E  D I V I D E N D  FUND];

25 (2) adopt r e g u l a t i o n s  u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e

26 Ac t  (AS 44.62) that e s t a b l i s h  p r o c e d u r e s  and tim e  limits f o r  c l a i m i n g

27 a p e r m a n e n t  fund d i v i d e n d  or for e l e c t i n g  an a n n u i t y  c r e d i t ; the de*

28 p a r t m e n t  shall set the time limit for a p p l i c a t i o n s  for p e r m a n e n t  fund

29 d i v i d e n d s  so that the n u m b e r  of e l i g i b l e  a p p l i c a n t s  is d e t e r m i n e d  by
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1 Oct iber 1 of che yea r  for w h i c h  Che d i v i d e n d  is declared and p e r m a n e n t

2 fund dividends for a year are p a i d  b e f o r e  A p r i l  30 of the y e a r  follow*

3 ing chac year;

4 (3) adopt regulations u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e

5 Acc (AS 44.62) that e s t a blish p r o c e d u r e s  and time limits for an m d i *

6 v i d u a l  upon eman c i p a t i o n  or u p o n  r e a c h i n g  m a j o r i t y  Co apply for perma-

7 nent fund dividends not credited o r  r e c e i v e d  d u r i n g  m i n ority b e c a u s e

3 the parent, guardian, or o t her a u t h o r i z e d  r e p r e s e n t a t i v e  did noc a p p l y

9 on b e h a l f  of the individual; [AND]

*0 (4) assist residents of che state, particularly in rural

11 areas, who because of language, d i s a b i l i t y ,  or i n a c c e s s i b i l i t y  to

12 p u b l i c  t r a n s p o r t a t i o n  need a s s i s t a n c e  Co e s t a b l i s h  eligibility a n d  to

13 a p p l y  for pe r m a n e n t  fund d i v i d e n d s ; and

14 (5) provide 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  infor-

15 n a t i o n  necessary 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  account records and

16 a d m i n i s t e r  the annuity p r o g r a m .

17 * Sec. 12. AS 4 3 . 2 3 . 0 6 5  is a m e nded to read:

13 Sec. 43.23.065. E X E MPTION OF  P E R M A N E N T  FUND DIVIDENDS. F i f t y

19 p e r c e n t  of a cash [THE ANNUAL] p e r m a n e n t  fund d i v i d e n d  payment [PAY-

20 A B L E  TO  AN INDIVIDUAL] is exempt fro® levy, execution, g a r n i s h m e n t ,

21 a t t a c h m e n t ,  or  any o c her remedy for the c o l l e c t i o n  of debt. This

22 e x e m p t i o n  applies to an eligible i n d i v i d u a l ' s  permanent fund d i v i d e n d

23 b o t h  before and a f t e r  payment is m a d e  to che individual. An e x e m p t i o n

24 is not available u n d e r  this s e c t i o n  f or c a s h  permanent fund d i v i d e n d

25 p a y m e n t s  [DIVIDENDS] taken to s a t i s f y  (1) c h i l d  support o b l i g a t i o n s

26 r e q u i r e d  by court o r der or d e c i s i o n  of the c h i l d  support e n f o r c e m e n t

27 a g e n c y  u n der AS 47 . 2 3 . 1 4 0  • 4 7 . 2 3 . 2 2 0 ;  (2) a debt owed by an e l i g i b l e

23 i n d i v i d u a l  to an agency of che state, u n l e s s  the debt is c o n t e s t e d  and

29 an a p peal is pending, or the time Limit for filing an appeal has noc
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e x p i r e d ; or  (3) court o r d e r e d  r e s t i t u t i o n  u n d e r  AS  12 . 5 5 . 0 4 5  12.55.-

051 or 1 2 . 5 5 . 1 0 0 . A child s u p p o r t  o b l i g a t i o n  u n d e r  (1) of ihis s e c­

ti o n  h as p r i o r i t y  o ver a debt o w e d  to a n  a g e n c y  of the state, a n d  a 

p e r m a n e n t  fund d i v idend n ay not be t a k e n  to s a t i s f y  a deb t  u n d e r  (2) 

of this s e c t i o n  until any p o r t i o n  of the d i v i d e n d  n e c e s s a r y  to s a t i s f y  

a c h i l d  s u p p o r t  o b l i g a t i o n  has b e e n  t a ken.

* Sec 13. AS 4 3 . 2 3.065 is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

(b) T he department shall r e q u i t e  an i n d i vidual to take 100 

p e r c e n t  of the permanent fund d i v i d e n d  in  cash if the d e p a r t m e n t  

r e c e i v e s  a levy, execution, 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  l e gal 

r e m e d y  for the co l l e c t i o n  of a p a s t  d u e  d e b t  d e s c r i b e d  in (a)(1) or 

(2) of this section.

(c) T h e  courts of this s t a t e  may, as a c o n d i t i o n  of any c i v i l  

j u d g m e n t  o r  re s t i t u t i o n  o r d e r  u n d e r  A S  1 2 . 5 5 . 0 4 5  - 1 7 . 5 5 . 0 5 1  o r  12.- 

5 5 . 100, r e q u i r e  the d e f e n d a n t  to t a k e  t he d e f e n d a n t’s p e r m a n e n t  f und 

d i v i d e n d  in cash.

* Sec. 14. AS 43.23.075 is a m e n d e d  to read:

Sec. 43.23.075. E L I G I B I L I T Y  F O R  P U B L I C  ASS I S T A N C E .  (a) In  

d e t e r m i n i n g  the e l i g ibility of an i n d i v i d u a l  u n d e r  a p u b l i c  a s s i s t a n c e  

p r o g r a m  a d m i n i s t e r e d  by the D e p a r t m e n t  of H e a l t h  an d  S o c i a l  S e r v i c e s  

in w h i c h  e l i g i b i l i t y  for a s s i s t a n c e  is b a s e d  on fi n a n c i a l  n e ed, the 

D e p a r t m e n t  of H e a l t h  and S o c i a l  S e r v i c e s  m a y  not c o n s i d e r  a p e r m a n e n t  

f u n d  d i v i d e n d  as income or r e s o u r c e s  r e c e i v e d  by the r e c i p i e n t  of 

p u b l i c  a s s i s t a n c e  or by a m e m b e r  of the r e c i p i e n t ' s  h o u s e h o l d  u n l e s s  

r e q u i r e d  to do so by federal law o r  r e g u l a t i o n .  The D e p a r t m e n t  of 

H e a l t h  and Social Services s h all n o t i f y  all r e c i p i e n t s  of p u b l i c  

a s s i s t a n c e  of the effects of [ R E C E I V I N G ]  a permanent fund d i v i d e n d  

c r e d i t  or c a s h  p a y m e n t .

(b) A n  individual w ho is d e n i e d  m e d i c a l  a s s i s t a n c e  u n d e r  42
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U.S.C. 1396 - I396p (Social Security Act, Title XIX) s o l e l y  b e c a u s e  of

the credit or receipt of a p e r m a n e n t  fund dividend by che in d i v i d u a l

or by a m e m b e r  of che i n d i v i d u a l ' s  ho u s e h o l d  is e l i g i b l e  for state- 

funded m e d ical a s s i s t a n c e  u n d e r  the general relief a s s i s t a n c e  p r o g r a m  

(AS 47.25.120 - 4 7 . 2 5 . 3 0 0 ) .  The individual is e n t i t l e d  to receive, 

for a period noc to e x c e e d  four months, the same level of m e d i c a l  

assistance as che i n d i v i d u a l  w o uld have received u n d e r  42 U . S  C.

1396 • 1396p (Social S e c u r i t y  Act, Title XIX) had there b e e n  no p e r m a­

nent fund d i v i d e n d  program.

(c) An  i n d i v i d u a l  w h o  is d e n i e d  assistance solely b e c a u s e  p e r m a­

nent fund d i v i d e n d s  c r e d i t e d  to or received by che i n d i v i d u a l  or by a 

m e m b e r  of the i n d i v i d u a l ' s  h o u s e h o l d  are counted as income or r e­

sources u n d e r  federal law or r e g u l a t i o n  is eligible for cas h  assis-

. tance u n der che g e n e r a l  relief a s s i stance p r o g r a m  (AS 4 7 . 2 5 . 1 2 0  - 

47.25.300). N o t w i t h s t a n d i n g  che limit in AS 47.25.130, the i n d i v i d u a l  

is entitled to receive, for a p e r i o d  noc to exceed f o u r  months, the

same amount as che i n d i v i d u a l  w o u l d  have received u n d e r  o t h e r  p u b l i c

assistance p r o g r a m s  had t h ere b een no permanent fund d i v i d e n d  program.

* Sec. 15. AS 4 3 . 2 3 . 0 9 5 ( 6 )  is r e p ealed and reenacted to read:

(6) “pe r m a n e n t  fund d i v i d e n d "  means a credit Co an a n n u i t y  

account or a c a j h  p a y m e n t  u n d e r  this chapter;

* Sec. 16. AS 4 3 . 2 3  is a m e n d e d  by a d ding n ew sections to read:

A R T I C L E  2. A N N U I T Y  PROGRAM.

Sec. 43.23.110. A N N U I T Y  I N V E S T M E N T  FUND. (a) The a n n u i t y

investme: . fund is e s t a b l i s h e d  as a separate fund in the s t ate t r e a­

sury. The annuity i n v e s t m e n t  fund consists of money t r a n s f e r r e d  from 

the dividend fund and income earned by che annuity i n v e s t m e n t  fund. 

N o t w i t h s t a n d i n g  AS 3 7 . 1 3.143, an amount equal to the p e r m a n e n t  fund 

•fv'ide-.dt tihrr. it u n d e r  c m s  cnapcer snail be annual-
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1 ly t r a n s f e r r e d  f r o m  the d i v i d e n d  fund to the a n n u i t y  i n v e s t m e n t  fund.

2 tb) H o n e y  in the annuity in v e s t m e n t  fund s h a l l  be i n v e s t e d  by

3 the c o m m i s s i o n e r  of  revenue in i n v e s t m e n t s  a u t h o r i z e d  u n d e r  A S  39.*

A 35.110. 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  s h a l l  c r e d i t  the net

5 income of the a n n u i t y  investment fun d  to the i n d i v i d u a l  annuity

6 a c c o unts.

7 (c) The l e g i s l a t u r e  may a n n u a l l y  a p p r o p r i a t e  to the D e p a r t m e n t

8 of A d m i n i s t r a t i o n  a n  amount s u f f i c i e n t  to p a y  m o n t h l y  a n n u i t y  payments

9 for the s u b s e q u e n t  fisc a l  year u n d e r  AS A 3 . 2 3 . 1 3 0  f r o m  c he annuity

10 i n v e s t m e n t  f u n d  F u n d s  a p p r o p r i a t e d  u n d e r  this s u b s e c t i o n  shall be

11 t r a n s f e r r e d  f r o m  t h e  annuity i n v e s t m e n t  f u n d  to the D e p a r t m e n t  of

12 A d m i n i s t r a t i o n  i n  o r d e r  to meet the c u r rent d e m a n d s  o f  t h e  annuity

13 p r o gram.

1A (d) The l e g i s l a t u r e  nay a n n u a l l y  a p p r o p r i a t e  f rom t h e  annu ity

15 i n v e s t m e n t  fun d  an  a m o u n t  s u f f icient to a d m i n i s t e r  the a n n u i t y  pro-

16 gram. A n y  c o s t s  of a d m i n i s t r a t i o n  funded u n d e r  t h i s  s u b s e c t i o n  shall

17 be a l l o c a t e d  e q u i t a b l y  among all i n d i v i d u a l  a n n u i t y  a c c o u n t s .

18 (e) N o t w i t h s t a n d i n g  AS 39.35. 110 or (b) of this s e c t i o n ,  the

19 c o m m i s s i o n e r  of r e v e n u e  nay invest all or par t  of the a n n u i t y  invest-

20 menc fund in c o m m e r c i a l  insurance c o n t r a c t s  p u r c h a s e d  f r o m  insurance

21 c o m p a n i e s  that h a v e  a Best's p o l i c y h o l d e r s '  r a t i n g  of A o r  b e t t e r  and

22 b e l o n g  Co B e s t ' s  f i n a n c i a l  size C r o u p  XV at the t i m e  of p u r c h a s e .

23 Sec. A 3 . 2 3 . 1 2 0 .  ANNUITT PROCRArt. (a) The a n n u i t y  p r o g r a m  is

2A a d m i n i s t e r e d  by c he 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 .  The c o m m i s s i o n e r

25 of a d m i n i s t r a t i o n  s h a l l  adopt r e g u l a t i o n s  n e c e s s a r y  to i m p l e m e n t  che

26 a n n u i t y  p r o g r a m .

27 (b) T h e  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  s h a l l  m a i n t a i n  r e c ords of

28 i n d i v i d u a l  a n n u i t y  a c c ounts and s a k e  a n n u i t y  p a y m e n t s  u n d e r  AS A3.23.-

29 130.
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S e c . 43.23.130. P A Y M E N T  O F  A N N U I T I E S . (a ) An i n d i v i d u a l  w i t h

one or mor e  annuity credits aay r e c e i v e  an annuity u p o n  r e a c h i n g  the

age of 63.

(b) An annuity u n d e r  this s a c t i o n  is a m o n t h l y  p a y m e n t  b a s e d

u p o n  the p r i n cipal and a c c r u e d  i n t e r e s t  in the p e r s o n ' ?  a n n u i t y  

account. An  annuity shall be p a i d  as a straight life a n n u i t y  or o t h e r

p a y a e n t  pla n  au t h o r i z e d  by  Che c o m m i s s i o n e r  of 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 .  The size of che a n n u i t y  a ay noc vary on account of 

che ind i v i d u a l ' s  sex.

(c) An  individual n e e d  not be a resident of the s t a t e  to be

e l i g i b l e  to r e c eived an a n n u i t y  pay-sent from the i n d i v i d u a l ' s  account.

(d) Except as p r o v i d e d  in (b) a n d  (e) of this section, an a n n u­

ity account aay not be assigned, sold, or o t h e rwise t r a n s f e r r e d  from 

o ne i n d i vidual to another.

(e) If a p e r s o n  elects to c r e d i t  a p e r m anent fund d i v i d e n d  to an 

a n n u i t y  a c c o u n t  in a p a r t i c u l a r  year, that p e r s o n  may m a k e  an  i r r e v o­

cabl e  choice r e g a r d i n g  d e a t h  b e n e f i t s  w i t h  respect to that credit. If 

a p e r s o n  dies b e fore age 65 and chat p e r s o n  has s e l e c t e d  d e a t h  b e n e­

fits in at le.st one year, a I m p  s um p a y m e n t  shall, s u b j e c t  to a p p r o­

pri a t i o n ,  be p a i d  to the s u r v i v i n g  s p o u s e  by right of s u r v i v o r s h i p

u n l e s s  a d i f f e r e n t  b e n e f i c i a r y  w a s  d e s i g n a t e d .  V h r n  no  s p o u s e  s u r­

vi v e s  and no b e n e f i c i a r y  is d e s i g n a t e d ,  the lump sum shall be p a i d  to 

the d e c e d e n t ' s  estate. The lump s um p a y ment includes all d i v i d e n d s  

c r e d i t e d  to the person's a n n u i t y  a c c o u n t  in  years in w h i c h  d e a t h

be n e f i t s  were s e l e c t e d  and i n t e r e s t  e n  Chose dividends. D i v i d e n d s

c r e d i t e d  to a p e r s o n ' s  a n n uity a c c o u n t  in years for w h i c h  d e a t h  b e n e­

fits were not s e l ected and i n t e r e s t  on  chose dividends shall, if the

p e r s o n  dies b e f o r e  age 65, be d i s t r i b u t e d  equitably among che a n n u i t y

a c c o u n t s  of all individuals for w h i c h  d e a t h  benefits w ere noc select*
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1 ed.

2 (£) A n  individual doe s  n o c  r e c e i v e  a v e s t e d  p r o p e r t y  r i g h t  m  a n

3 a n n u i t y  p a yment u n t i l  that p a y m e n t  is made. N o t w i t h s t a n d i n g  t h i s

6 s e c t i o n ,  the state is not o b l i g a t e d  to p r o v i d e  annuity p a y m e n t s  f o r

5 a n n u i t y  c r edits g r a n t e d  u n d e r  A S  A 3 . 2 3 . 0 0 5 .

6 * Sec. 17. AS A 7 . A S . 0 1 0 ( a )  is a m e n d e d  to read:

7 (a) A  p e r s . n  w h o  is 65 y e a r s  o f  age or  over, w ho r e s i d e s  in  the

8 s t a t e  f or at least one y e a r  i m m e d i a t e l y  p r e c e d i n g  a p p l i c a t i o n  f o r  a

9 l o n g e v i t y  bonus u n d e r  this c h a p t e r  m a y  a p p l y  to the c o m m i s s i o n e r  of

10 a d m i n i s t r a t i o n  for q u a l i f i c a t i o n  to r e c e i v e  a monthly b o n u s  [OF $ 2 5 0 ] .

11 4 Sec. 18. AS  A7.A5 is a m e n d e d  b y  a d d i n g  a n e w  section to read:

12 Sec. A7 . A 5 . 0 1 5 .  A M O U N T  O F  BONU S .  (a) Except as p r o v i d e d  i n  (b)

13 o f  thi s  section, the m o n t h l y  l o n g e v i t y  b o n u s  is equal to $ 2 5 0 ,  m i n u s

1A t h e  m a x i m u m  p o s s i b l e  s t r a i g h t  l i f e  a n n u i t y  for a p e r s o n  65 y e a r s  of

15 a g e  u n d e r  the a n n u i t y  p r o g r a m  (AS A 3 . 2 3 . 1 1 0  - A 3 . 2 3 . 1 3 0 ) ,  as d e t e r -

16 m i n e d  by  the c o m m i s s i o n e r  of e . m i n i s tration.

17 (b) A  p e r s o n  w h o  is 65 y e a r s  o f  age on or b e f o r e  J a n u a r y  1,

18 1988, is e n t i t l e d  to the full l o n g e v i t y  b o n u s  payment w i t h o u t  r e d u c -

19 t i o n  f or the a n n u i t y  p r o g r a m .

20 * Sec. 19. AS A 7 . A 5 . 0 3 0  is a m e n d e d  to  read:

21 Sec. A 7 . A 5.030. A B S E N C E  F K O M  T H E  STATE. After q u a l i f i c a t i o n ,  a

22 r e c i p i e n t  sh»ll n o t i f y  t he 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 h e n  t he

23 r e c i p i e n t  expects to be a b s e n t  f r o m  the s t ate if the a b s e n c e  is f o r  a

2A c o n t i n u o u s  p e riod that e x c e e d s  30 d a ys. A f t e r  that n o t i f i c a t i o n ,  t he

25 r e c i p i e n t  may no longer r e c e i v e  b o n u s e s  f r o m  the D e p a r t m e n t  o f  A d m m -

26 i s t r a t i o n  a f t e r  the last r e g u l a r l y  a p p r o v e d  monthly a p p l i c a t i o n .  U p o n

27 r e t u r n i n g  to the state, the r e c i p i e n t  aay a g ain make a p p l i c a t i o n  f o r  a

28 b o n u s .  W h e n e v e r  the a b s e n c e  is fo r  a c o n t inuous period that e x c e e d s  90

2*» [!*'’] 'is?: the re c i p i e n t  s h e l l  be  d i s q u a l i f i e d  drum r e c e i v i n g  b o n u s e s
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1 for the next 12 c a l e n d a r  m o n t h s  after r e t u rning to the state. However,

2 w h e n  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  de t e r m i n e s  a p e r i o d  of absence

3 is b e y o n d  the c o n t r o l  of the recioient, the re c i p i e n t  aay not be

A d i s q u a l i f i e d  if the r e c i pient still otherwise q u a l i f i e s  u p o n  r e t urning

5 to the state. C o n t i n u a l  absences from the state, e ven t h ough

6 reported, and f a i l u r e  to n o t i f y  the c o m m i s s i o n e r  of an e x p ected

7 a b s e n c e  m a y  be g r o u n d s  for disqualification.

3 * Sec. 20. AS  4 7  4 5 . 0 7 0  is a m e n d e d  to read:

9 Sec. 4 7 . 4 5 . 0 7 0 .  U N Q U A L I F I E D  PERSONS. A n  u n q u a l i f i e d  p e r s o n  is

10 one wh o

11 (1) doe s  not a e e t  the age or re s i d e n c e  r e q u i r e m e n t s  as

12 p r o v i d e d  f o r  u n d e r  t h i s  c h a pter;

13 (2) m e ets the age and residence r e q u i r e m e n t s  of this chap-

14 ter but e i t h e r  is c o n f i n e d  in  a state or  federal a e n t a l  h e a l t h  insti-

15 t u t i o n  o r  f a c i l i t y  and is c e r t i f i e d  by the state as u n a b l e  to m a n a g e

16 p e r s o n a l  a f f a i r s , or r e s i d e s  in a nursinx home as that t e r m  is d e f i n e d

17 in AS 08. 7 0 . 1 3 0 ; h o w ever, if that person, at the t i m e  of  c o m m itment or

13 c o m m e n c e m e n t  of r e s i d e n c e , p r o v i d e d  the principal s u p p o r t  of a spouse,

19 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  may d e t e rmine to pay the c o n f i n e d

20 p e r s o n’s b o n u s  to the p e r s o n ' s  spouse until the s p o u s e  is q u a l i f i e d

21 for a bonu s ;

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

23 c o r r e c t i o n a l  i n s t i t u t i o n  or facility; u p o n  c o m p l e t i o n  <*f sente n c e  or

24 upon the c o n f e r r a l  of a p a r d o n ,  parole or probation, the p e r s o n  ma y

25 make a p p l i c a t i o n ;  c o n f i n e m e n t  outside the state shall be c o n s i d e r e d  as

26 re s i d e n c e  in the state if a p e r s o n  was convicted an d  s e n t e n c e d  from a

27 court in A l a ska; r e v o c a t i o n  of parole or probation shall be cause for

23 immediate d i s q u a l i f i c a t i o n  u n t i l  release from c o n f i n e m e n t  is again
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1 (4) v o l u n t a r i l y  leaves the a t ate a n d  r e m a i n s  abse n t  fro m

2 the s t ate f or a c o n t i n u o u s  period of more t h a n  90 [180] days.

3 * Sec. 21. AS  4 7 . 4 5  is a m e nded by adding a n e w  s e c t i o n  to read;

4 Sec. 4 7 . 4 5 . 1 2 2 .  EL I G I B I L I T Y  FO R  P U B L I C  A S S I S T A N C E .  (a) A n

5 i n d i v i d u a l  w h o s e  p u b l i c  assistance is d e n i e d  o r  r e d u c e d  s o l e l y  b e c a u s e

6 of the r e c e i p t  of a b o n u s  under this c h a p t e r  b y  the i n d i v i d u a l  or  by a

7 m e m b e r  of the i n d i v i d u a l ' s  household is e l i g i b l e  for a s s i s t a n c e  u n d e r

8 the g e n e r a l  r e l i e f  a s s i s t a n c e  p r o g r a m  in  A S  4 7 . 2 5 . 1 2 0  - 4 7 . 2 5 . 3 0 0 .

9 N o t w i t h s t a n d i n g  t h e  limit in AS 47.25.130, the i n d i v i d u a l  is e n t i t l e d

10 to r e c e i v e  the s a m e  a m ount as the i n d i v i d u a l  w o u l d  h a v e  r e c e i v e d  u n d e r

11 o t h e r  p u b l i c  a s s i s t a n c e  programs had the i n d i v i d u a l  not r e c e i v e d  a

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

13 (b) In t h i s  s e c t i o n  "other publ i c  a s s i s t a n c e” m e a n s

14 (1) S u p p l e m e n t a l  Security I n c o m e  (42 U . S . C .  1381 - 1385);

15 (2) M e d i c a i d  (42 U.S.C. 1396 - 1 3 9 6 p ) ;  and

16 (3) A d u l t  P u b l i c  Assistance (AS 4 7 . 2 5 . 4 3 0  - 4 7 . 2 5 . 6 1 5 ) .

17 * Sec. 22. T h e  l i e u t e n a n t  governor shall p l a c e  b e f o r e  the q u a l i f i e d

18 v o t e r s  of  the s t a t e  at t he next general e l e c t i o n  the f o l l o w i n g  q u e s t i o n ,

19 a d v i s o r y  to the l e g i s l a t u r e .  The question s h all a p p e a r  o n  the b a l l o t  in

20 s u b s t a n t i a l l y  the f o l l o w i n g  fora;

21 Q U E S T I O N

22 U n d e r  l e g i s l a t i o n  p r o posed in 1985, o n l y  i n d i v i d u a l s  w h o  tur n

23 65 on or b e f o r e  J a n u a r y  1, 1988, w h o  h a v e  l i v e d  in  A l a s k a

24 for at legist o n e  year, will be e n t i t l e d  to r e c e i v e  an A l a s k a

25 l o n g e v i t y  b o n u s  of $250 a aonth.

26 The l e g i s l a t u r e  is considering a p r o g r a m  t h a t  w o u l d  a l l o w

27 y o u n g e r  A l a s k a n s  to use all or part of  t h e i r  p e r m a n e n t  fund

28 d i v i d e n d  to p u r c h a s e  an annuity that t h e y  w i l l  r e c e i v e  whe n

2" chey t u r n  op, s i nce they will no l o n g e r  r e c e i v e  t he full
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longevity bonus. In the early years of che p r o gram, che 

annuity payment w o u l d  hav e  to be s u p p l emented w i t h  a d e c l i n­

ing bonus p a y ment p a i d  for w ith state funda, since i n i t i a l l y  

the annuity payment w o u l d  not on its own provide an a m ount 

equal to $250 a month.

S h ould the l e g i s lature adopt this program?

Yea [ ] No [ ]

8 * Sec. 23. S e c tion 11, ch. 38, S LA 1984 is amended to read:

9 Sec. 11. Sections 7 and 9 of this [THIS] Act [AND A S  47 45] are

10 repealed June 30, 1985.

11 * Sec. 24. AS 43. 2 3 . 0 4 5 ( c )  is repealed.

12 * Sec. 25. Sections 2 - 18 of this Act take effect o n  the d a t e  that

13 sec. 1 of this Act is repealed.

14 * Sec. 26. S e c t i o n  1 of this A ct takes effect on  che dat e  that secs.

15 2 - 1 8  of this Act are repealed.

16 * Sec. 27. S e c tions 19 - 24 of this Act take effect i m m e d i a t e l y  in

17 a c c o r d a n c e  w i t h  AS 01.10.070(c).
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Ballot Language For 
Advisory Vote on Longevity 

Bonus Annuity Program

The Fourteenth Alaska State Legislature considered two alternatives to the present 
longevity bonus program. Both were adopted into law, but neither will take effect 
unless the legislature chooses one of them. The legislature has asked for an advisory 
vote of the public on the annuity option which is described below.

The annuity option provides that every individual who reaches age 65 by January 1, 
1988, including those already receiving the bonus, would receive a longevity bonus 
payment of S25C per month. In addition, a person under age 65 on January 1,1988, 
could participate in an optional annuity program by depositing all or part of his or 
her permanent fund dividends in an account held by the stat'\ Upon reaching age 65, 
a person would receive a monthly payment in an amount determined by how much 
was contributed to the account The annuity payments would be supplemented with 
declining longevity bonus payments paid for with general funds until the annuity 
accounts were large enough to provide monthly payments of $250 a month.

The second option provides that every individual who is 65 years old by January 1, 
1988, including those already receiving the bonus, will receive a longevity bonus 
payment of $250 per month, but that anybody younger than age 65 by January 1, 
1988, would not be eligible for benefits.

Should the legislature adopt the annuity option?

YES ( ) NO( )



ANNUAL EXPENDITURES (IN THOUSANDS)
LONGEVITY BONUS PROGRAM
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QUALIFIED RECIPIENTS
LONGEVITY BONUS PROGRAM
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LONGEVITY BONUS PROGRAM  COSTS*
(millions of dollars)

SB-56 SB-57

Fiscal

Year

Current

Law

Annuity

Program

Annuity Program Variant 

M i n i m u m  M a x i m u m

1988 512 51.2 51.1 51.2
1989 52.7 52.4 51.4 52.4
1990 55.6 54.8 51.8 54.8
1991 582 56.6 50.6 56.6
1992 60.7 57.9 48.1 57.9
1993 63.4 58.9 44.2 58.9
1994 65.9 592 38.8 59.2
1995 68.8 592 31.8 59.2
1996 71.4 58.2 23.2 582
1997 73.6 56.1 12.8 56.1
1998 76.1 532 0.0 532
1999 785 49.1 0.0 49.1
2000 81.1 43.7 0.0 43.7
2001 83.6 36.8 0.0 36.8

♦Grants only. Does not include administrative costs.

OMB/Policy, 2/16/87.



SB-56 SB-57

Fiscal Current Annuity Annuity Program Variant

Year Law Program M i n i m u m  M a x i m u m

LONGEVITY BONUS PROGRAM  COSTS*
(millions of dollars)

1988 512 512 51.1 512
1989 52.7 52.4 51.4 52.4
1990 55.6 54.8 51.8 54.8
1991 582 56.6 50.6 56.6
1992 60.7 57.9 48.1 57.9
1993 63.4 58.9 44.2 58.9
1994 65.9 592 38.8 592
1995 68.8 592 34.6 592
1996 71.4 582 32.5 582
1997 73.6 56.1 30.3 56.1
1998 76.1 532 28.2 532
1999 785 49.1 26.2 49.1
2000 81.1 43.7 24.1 43.7
2001 83.6 36.8 22.1 36.8

♦Grants only. Does not include administrative costs.



^ la s k a  j l t a f e  ^ leg isla tu re

S E N A T E  A D V I S O R Y  C O U N C I L
P o u c h  V 

S t a t e  C a p i t a l  

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

P h o n e :  (907) 4 6 5 - 3 1 1 4

MEMORANDUM

TO: Senator Mitch Abood

Alaska State Senate

ATTN: Carol Horos

FROM: Paula d. Scave'rrT^^

Researcher

DATE: January 26, 1987

RE: Longevity Bonus

At/ached is the information you requested on longevity 
bonus. The first page is a simplified form on where 

longevity bonus is. The second is a status on the Vest vs. 
Alaska court case.

As soon as the other inforamtion is compiled I will 
forward it to you.



WHERE ARE WE ON LONGEVITY BONUS?

The 14th Alaska Legislature considered two 

alternatives to the present longevity bonus program. Beth 

were adopted, but neither will take effect unless the 

legislature repeals the other. The legislature asked for an 

advisory vote on the annuity option in the last general 

election and the vote was 99,222 for and 65,789 against.

WHAT IS THE ANNUITY OPTION?

The annuity option that was voted on provides that 

every individual who reaches 65 by January 1, 1988 (and has 

one year residency) including those already receiving the 

bonus would receive a longevity bonus payment of S250 per 
month. A person under age 65 on Jauary 1, 1988 could 

participate in an optional annuity program by depositing all 

or part of his or her permanent fund dividends in an account 

held by the state. Upon reaching age 65, a person could 

receive a monthly payment in an amount determined by how 

much was contributed to the account. The annuity payments 

would be supplemented with a declining longevity bonus 

payment paid for with general funds.

WHAT WAS THE OTHER ALTERNATIVE ADOPTED?

The other alternative provides that anyone who is 65 
years old by January 1, 1988 and have one year residency 

will receive a longevity bonus. Therefore,if you are not 65 

years of age by January 1, 1988 you would not receive the 
b o nus.

WHAT IF THE LEGISLATURE DOESN'T REPEAL EITHER ALTERNATIVE?

If the Legislature doesn't repeal either alternative 

the existing longevity bonus would continue. The existing 
program being that anyone 65 or older with one year 

residency shall receive $ 250 per month bonus. The estimated 
cost for this is S 51 million in FY 88.



V E S T  VS. A L A S K A

The Alaska Supreme Court ruled in the case Vest vs. A l a s k a , 

that the residency requirements of the longevity bonus 

program violated the equal protection provisions of the 

Alaska and United States Constitutions. That was in 1984.

Within the next few weeks, Judge Carpeneti will rule on 

whether or not elderly Alaskans that were denied longevity 

bonuses because of residency requirements ’re entitled to 

retroactive longevity bonuses because the residency 

requirements of the original statute unconstitutionally 
discrimated against them.

If the state is ordered to pay retroactive longevity bonus 

payments, the real question is how far back would they have 
to go (that could be 10 years, 5 years, 1 year or anything 

in between). There is a chance that the judge could oraer no 

retroactive payments at all.

Every year that the state is ordered to issue retroactive 
payments could possibly result in about a S15 million 

expenditure (assuming 5,000 individuals were made eligible 

by the reduction of the residency requirement, S250 per 

month times 12 months for 5,000 individuals).

Oral arguments by the state and Mr. Vest's attorney's were 

presented to Judge Bud Carpeneti on June 10, 1986. Judge 

Carpenti is late with his ruling; it has been over 6 months, 

so a ruling will be coming very shortly.

The attorney for the state is Deborah Vogt. 465-3500

She is located in the Attorney G e n ^ a l ' s  office on the 4th 

floor of the Capital Building and she has copies of all 

bri ef s .

The attorney for Mr. Vest is Henry Camarct of Camarot,

Sandberg, Hunter and Smith in Anchorage.



C s
O P A G  P O S I T I O N  P A P E R  

O N

N T E R ' S  R E B A T E  & P R O P E R T Y  T A X  EXEMPTIOI* L E G I S L A T I O N

I n t r o d u c t i o n ; T h e  O l d e r  P e r s o n s  A c t i o n  G r o u p  ( O PAG), a 

s t a t e w i d e  n o n p r o f i t  a d v o c a t e  f o r  A l a s k a ' s  s e n i o r  c i t i z e n s ,  b e l i e v e s

t h a t  a l l  r e s i d e n t s  of the s t a t e  s h o u l d  s h a r e  e q u a l l y  in o u r  oil

w e a l t h .  C o n s e q u e n t l y ,  w e  m a i n t a i n  t h a t  t h e  L o n g e v i t y  B o n u s  and 

the P r o p e r t y  T a x  E x e m p t i o n / R e n t e r s  R e b a t e  P r o g r a m s  m u s t  be c o n t i n u e d  

u n d i m i n i s h e d .

B a c k g r o u n d ; W h a t  p u r p o s e  w a s  the b o n u s  a n d  t h e  e x e m p t i o n s  

s u p p o s e d  to s e r v e ?  It w a s  t o  p r o v i d e  e l d e r l y ,  l o n g t i m e  A l a s k a n s  

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

In 1972, o n l y  2 . 3  p e r c e n t  of a l l  A l a s k a n s  w e r e  65 y e a r s  of age

o r  o l d e r ,  c o m p a r e d  w i t h  10 p e r c e n t  for t h e  n a t i o n  as a w h o l e .  The

1 9 7 2  l e g i s l a t u r e  c o n c l u d e d  t h a t  the h i g h  c o s t s  a n d  r i g o r s  of A l a s k a  

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

in a r e a s  f a r  a w a y  f r o m  t h e  l a n d  t h e y  l o v e d  a n d  n u r t u r e d , . . . ( t h u s ) 

d e p r i v i n g  f u t u r e  g e n e r a t i o n s  of A l a s k a n s  of the b e n e f i t s  of t h e i r  

w i s d o m  a n d  e x p e r i e n c e . "  T h e  l a w m a k e r s  w e n t  o u t  of t h e i r  w a y  to 

e m p h a s i z e  t h a t  t h e  p a y m e n t s  w e r e  n o t  to be c o n s i d e r e d  as a n y  "form, 

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

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

the s t a t e .

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

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

t a x e s ,  s e l e c t e d  P r u d h o e ,  o t h e r  s t a t e  l a n d s  a n d  m a d e  s t a t e h o o d  a 

r e a l i t y .



D i s c u s s i o n ; Y o u n g e r  p e o p l e  w i l l  b e n e f i t ,  q u i t e  p r o p e r l y ,  

f r o m  the o i l  i n c o m e  a n d  the P e r m a n e n t  F u n d  f o r  m a n y  y e a r s  t o  c o m e .  

O l d e r  A l a s k a n s  h a v e  m u c h  le s s  c i m e  t o  s h a r e  t h e s e  b e n e f i t s ;  

t h e r e f o r e ,  o l d e r  A l a s k a n s  a r e  r e c e i v i n g  a L o n g e v i t y  B o n u s  a n d  a 

t a x  e x e m p t i o n  o n  t h e i r  r e s i d e n c e s  t o  c o m p e n s a t e  f o r  the s h o r t e r  

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

p r o g r a m s  w i l l  c r e a t e  i n e q u i t y  of b e n e f i t s  f o r  s e n i o r s .

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

T h e y  d o  n o t  f i l l  t h e  jails, r e q u i r e  s c h o o l s  o r  c h i l d  c a r e  c e n t e r s ,  

n o r  c o m p e t e  f o r  jobs, s t u d e n t  l o a n s ,  or b u s i n e s s  or f a r m  l o a n s .  

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

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

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

a g e n c i e s  is v a l u e d  i n  t h o u s a n d s  of h o u r s ,  w o r t h  m i l l i o n s  of d o l l a r s .

P r i o r  to i n t r o d u c t i o n  o f  t h e  B o n u s  a n d  E x e m p t i o n ,  m o s t  s e n i o r s  

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

o r  r e n t e d  t h e i r  h o m e s ,  w i t h d r e w  c h e c k / s a v i n g s  a c c o u n t s ,  a n d  t o o k  

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

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

c l i m a t e .

T h i n g s  h a v e  c h a n g e d .  N o w  o u r  s t u d i e s  s h o w  t h a t  m o r e  s e n i o r s  

s t a y  in A l a s k a .  T h e y  a r e  n e i t h e r  r i c h  n o r  p o o r ,  b u t  a r e  m o s t  o f t e n  

m i d d l e  i n c o m e .  If t h e s e  b e n e f i t s ,  n a m e l y  B o n u s  a n d  T a x  E x e m p t i o n ,

a r e  w i t h d r a w n  or g r e a t l y  r e d u c e d  a s  p r o p o s e d  r e c e n t l y  by t h e  

G o v e r n o r ,  we p r e d i c t  t h a t  m a n y  s e n i o r s  w i l l  f e e l  t h e  p i n c h  a n d  

h e a d  "south' t a k i n g  w i t h  t h e m  i n c o m e  a n d  a s s e t s .

2.



T o  f i n d  o u t  h o w  i m p o r t a n t  t h e s e  i n c o m e s  a n d  a s s e t s  are, O P A G  

d i r e c t e d  i t s  B o a r d  t o  m a k e  a s t u d y  of t h e  m o n e y  r e c e i v e d  b y  A l a s k a n  

s e n i o r s  r e s i d i n g  in A l a s k a ,  a n d  f u n d s  s p e n t  by a g e n c i e s  t h a t  s u p p o r t  

t h e  e l d e r l y  i n  A l a s k a .  W e  c o n t a c t e d  t h e  S o c i a l  S e c u i r t y  

A d m i n i s t r a t i o n ,  U n i o n s ,  M i l i t a r y ,  V e t e r a n s  A d m i n i s t r a t i o n ,  t h e  

s t a t e  r e t i r e m e n t  p r o g r a m s ,  etc. a n d  a s k e d ,  " W h a t  d o  y o u  s p e n d  in 

A l a s k a  in s u p p o r t  of A l a s k a n  s e n i o r  c i t i z e n s ?  P l e a s e  i n c l u d e  a l l  

m o n i e s  f o r  d i r e c t  o r  i n d i r e c t  s u p p o r t  of s u c h  s e n i o r s ,  i n c l u d i n g  

b u t  n o t  l i m i t e d  to e x p e n d i t u r e s  f o r  h e a l t h  car e ,  s t a f f  s a l a r i e s ,  

r e n t a l s ,  d i s a b i l i t y  c o m p e n s a t i o n ,  r e t i r e m e n t  p a y  e t c . "  W e  w e r e  

a m a z e d  as w e  a d d e d  t h e  a n s w e r s :

S O U R C E

S o c i a l  S e c u i r t y  A d m i n : s t r a t i o n

M e d i c a r e

S S I

M e d i c a i d

T e a c h e r s '  P e n s i o n s  

U n i o n s  a n d  I n d u s t r y  P e n s i o n s  

R e t i r e d  M i l i t a r y ,  a l l  s e r v i c e s  

R e t i r e d  F e d e r a l  W o r k e r s  

R e t i r e d  S t a t e  W o r k e r s  

V e t e r a n s  A d m i n i s t r a t i o n  S e n i o r s  

R e t i r e d  S t a t e  N a t i o n a l  G u a r d

$ P E R  Y E A R

1 3 6 . 5 6 2 . 0 0 0

3 5 . 0 0 0 . 0 0 0

1 0.0 0 0 .000
4 2 . 3 4 0 . 0 0 0  ( s e n i o r s  o n l y )  

2 5 , 7 4 0 , 2 9 3

100,000,000 (est.) 

6 6 , 9 4 0 , 1 9 2  

6 0 , 9 2 5 , 8 7 2  

3 8 , 8 4 2 , 0 6 1  

2 4 , 5 9 5 , 7 8 3  

5 0 5 , 2 0 0

$ 5 4 1 , 4 5 1 , 4 0 1

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

in s u p p o r t  of A l a s k a n  s e n i o r s  t h r o u g h  r e t i r e m e n t / m e d i c a l  p r o g r a m s .

In a d d i t i o n ,  a s i z e a b l e  a m o u n t  is c o n t r i b u t e d  to t h e  e c o n o m y  b y

o t h e r  s e n i o r  i n c o m e s  a n d  i n v e s t m e n t s .  It is o b v i o u s  t h a t  t h i s



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

s i g n i f i c a n t l y .

It is a l s o  o b v i o u s  t h a t  if l a r g e  n u m b e r s  of s e n i o r s  f e e l  t h e y  

m u s t  l e a v e  t h e  s t a t e ,  t h e  n e g a t i v e  i m p a c t  e x p e r i e n c e d  by t h e  e c o n o m y  

w i l l  b e  v e r y  d e p r e s s i n g  t o  it. P l e a s e  n o t e  t h a t  t h e  c o s t  of t h e  

L o n g e v i t y  B o n u s / E x e m p t i o n s  of s o m e  50 m i l l i o n  d o l l a r s  is n o t  i n c l u d e d  

in the a b o v e  t o t a l ;  a n d  t h a t  s e n i o r s  b e i n g  in A l a s k a  a r e  the c a u s e

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

e l e v e n  t i m e s  m o r e  t h a n  t h e  B o n u s / E x e m p t i o n  cos t .

A  s p o t  s u r v e y  t a k e n  F e b r u a r y  13 a t  t h e  A n c h o r a g e  S e n i o r  C e n t e r  

i n d i c a t e d  t h a t  5 7 %  of t h e  A l a s k a n  e l d e r  p r e s e n t  w o u l d  l e a v e  A l a s k a  

if b o t h  t h e  L o n g e v i t y  B o n u s  a n d  T a x  E x e m p t i o n / R e n t e r s  R e b a t e  w e r e  

e l i m i n a t e d .

C o n c l u s i o n s ; T h e  O l d e r  P e r s o n s  A c t i o n  G r o u p  h a s  c o n c l u d e d  

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

T a x  E x e m p t i o n / R e n t e r s  R e b a t e  w o u l d ■

a. i m p a c t  m o s t  m i d d l e  i n c o m e  a n d  a l l  l o w e r  i n c o m e  s e n i o r  in a

s i f i c a n t l y  a d v e r s e  m a n n e r .

b. fo. n a n y  s e n i o r s  to l e a v e  t h e  S t a t e  f o r  l e s s  e x p e n s i v e  a r e a s .

c. ha v t  j. s e v e r e  i m p a c t  on t h e  S t a t e  e c o n o m y  in p r o p o r t i o n  t o

the 1 ss of t h e i r  i n c o m e s  a n d  c a p i t a l  a s s e t s .

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

of m a t u r i t y  a n d  e x p e r i e n c e  l e v e l s  in t h a t  p o p u l a t i o n .

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

s e r v i c e s  th a t  use v o l u n t e e r  l a b o r  t h r o u g h o u t  t h e  S t a t e .

4.



5.

T h e r e f o r e ,  it is r e c o m m e n d e d  to t h e  p u b l i c  a n d  t o  o u r  e l e c t e d

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

E x e m p t i o n / R e n t e r s  R e b a t e  P r o g r a m s  be le f t  i n t a c t  in s u c h  m a n n e r

t h a t  t h e y  c o n t i n u e  to m e e t  t h e  o b j e c t i v e  of e n c o u r a g i n g  r e t i r e d

A l a s k a n s  to r e m a i n  in the s t ate.

P O S I T I O N

C o p i e s  of t h i s  p o s i t i o n  p a p e r  m a y  be o b t a i n e d  b y  c o n t a c t i n g :  

T h e  O l d e r  P e r s o n s  A c t i o n  G r o u p  (OPAG), 325 E a s t  3rd A v e n u e ,  

A n c h o r a g e ,  A l a s k a  9 9 5 0 1  T e l e p h o n e  (907) 2 7 6 - 1 0 5 9



P.O. Box 2308 

Palmer, AK 99645

February 23, 1987

fm u £ 4 ~ -

Senator Mitch Abood, Chairman 

Senate State Affairs 

Box V

Juneau, AK 99811

FES 2 51987

Dear Senator Abood:

I)
I testified during the teleconference held, Mon. Feb. 16, 1987 concerning 

the Longevity Bonus and the related annuity bills which are currently in 

the Senate State Affairs Committee. I had also listened to the first 

teleconference held Wed. Feb. 11, 1987. All of the testimony with the exception 

of mine was redundant and could more or less be summed up: Leave my longevity 

bonus alone, keep it like it is and don't touch my permanent fund dividend.

Since my testimony developed a different view I thought it appropriate to 

send my thoughts in writing.

"I am not Longevity Bonus recipient, yet. However I am 64 years old and 

will be eligible for the Bonus in September of this year. I have lived in 

Palmer, Alaska since 1955. The views I am about to express are my own.

I do realize that SB 56 and SB 57 are attempts to address the Longevity Bonus 

problem by developing an annuity program by using part of an individual's 

permanent fund check. The option of the annuity program was given by the voters 

by an advisory referendum vote last November. However, the two advisory options 

on the ballot didn't address the problem of the cost of the Longevity Bonus 

program. This problem should have been faced by the 14th Legislature but was 

sidetracked because of political reasons and Dassed off to the people by a 

referendum.

The issue as I see it; the Longevity Bonus program is no longer a program as 

intended but rather a bonus for those 65 years old or older. The program is 

a drain on the general fund, and particularly now that fund are dwindlinq.

I believe the annual fiscal outlay is close to $50 million with an annual 

increase of around 1%. If the program is tn continue there has to be a plan 

developed where it is total burden on the general fund. The two bills SB 56 

and SB 57 will not significantly help relieve this financial burden for a 

long time. Furthermore, both bills are predicated on the permanent fund dividend 

continuing at least to the turn of the century.

From what I have read about Gov. Cowper's proposal for the Longevity Bonus program, 

to me this seems to be the only realistic approach given so far, that is to 

reduce payments to 5200/moth and have an income cap of $20,000/ annually. I realize 

this an unpopular statement but I do feel the Governor's approach does deal with 

the cost of the program."

Sincerely,

Mr. Gene Annas



<PUo<-

P O  B o x  1 1 2 8 2 7  
A n c h o r a g e /  A K  9 9 5 1 1

F e b r u a r y  17, 1 9 8 7

S e n a t o r  M i t c h  A b o o d ,  C h a i r m a 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  

P. 0 B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  s e n a t o r  A b o o d :

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

A s  p r o m i s e d ,  e n c l o s e d  a r e  c o p i e s  o f  m y  l e t t e r  t o  G o v e r n o r  C o w p e r  
a n d  h i s  r e p l y .

A l s o  e n c l o s e d  is a " h a n d o u t "  I r e c e i v e d  a t  t h e  s c h o o l  b o a r d  
m e e t i n g  h e r e  i n  A n c h o r a g e  l a p ;  n i g h t .  T h e r e  a r e  s o  m a n y  
c o n f l i c t i n g  p i e c e s  o f  i n f o r m a t i o n  a v a i l a b l e  t h a t  it is v i r t u a l l y  
i m p o s s i b l e  f o r  us a s  c i t i z e n s  t o  m a k e  w i s e  r e c o m m e n d a t i o n s .  I 
h o p e  i t  is e a s i e r  f o r  y o u  i n  J u n e a u  t o  m a k e  w i s e  d e c i s i o n s .

If f u n d s  a r e  a v a i l a b l e ,  I b e l i e v e  t h e  s t a t e  s h o u l d  c o n t i n u e  t h e  
* w i y P i 11" "TUUlwife f o r  t h o s e  c u r r e n t l y  e l i g i b l e  f o r  t h e  e c o n o m i c  
r e a s o n s  l i s t e d  in m y  l e t t e r  to t h e  g o v e r n o r .

I a m  s t i l l  n o t  s u r e  a b o u t  t h e  a n n u i t y  p l a n  b e c a u s e  I a m  n o t  a t  
a l l  s u r e  t h e  p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m  s h o u l d  c o n t i n u e .  
F u r t h e r m o r e ,  if a t r u e  a n n u i t y  p r o g r a m  is b e i n g  d e v e l o p e d ,  t h o s e  
p e r m a n e n t  f u n d  d i v i d e n d s  d e d i c a t e d  t o  t h i s  p u r p o s e  p r o b a b l y  
s h o u l d  b e  t r a n s f e r r e d  t o  t h e  r e t i r e m e n t  s y s t e m  a n d  m a n a g e d  t h e r e ,  
w i t h  a r i g h t  o f  w i t h d r a w a l  b e f o r e  a g e  65 j u s t  a s  s t a t e  r e t i r e e s  
h a v e  t h e  o p t i o n  t o  w i t h d r a w  w h a t  t h e y  h a v e  d e p o s i t e d  if t h e y  
l e a v e  s t a t e  e m p l o y m e n t .  I w o u l d  t h i n k  n o t  m a k i n g  t h e s e  
a r r a n g e m e n t s  c o u l d  e v e n t u a l l y  r e s u l t  in a l a w s u i t .

M y  h u s b a n d  a n d  I l o o k  f o r w a r d  t o  h e a r i n g  m o r e  o n  t h e s e  s u b j e c t s .

iiwi
FEB 2 41 9 8 7

cc: Senator Jan Faiks
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a
S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

F e b r u a r y  4, 1 9 8 7

M a r i l y n n  S. S c o t t ,  E d .  D.

P . O .  B o x  1 1 2 8 2 7  

A n c h o r a g e ,  A K  9 9 5 1 1

D e a r  Dr. S c o t t :

T h a n k  y o u  f o r  y o u r  l e t t e r  e x p r e s s i n g  c o n c e r n s  f o r  t h e  f u t u r e  
o f  t h e  L o n g e v i t y  B o n u s  P r o g r a m .

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

o f  d r a s t i c a l l y  d e c l i n i n g  r e v e n u e s ,  a n d  i t  i s  w e l l  k n o w n  t h a t  
t h e  r i s i n g  c o s t  o f  t h e  L o n g e v i t y  B o n u s  P r o g r a m  m u s t  b e  
c u r t a i l e d .  T h i s  i s s u e  w i l l  b e  d e a l t  w i t h  d u r i n g  t h e  c u r r e n t  
l e g i s l a t i v e  s e s s i o n .  A l t h o u g h  i t  i s  n o t  p o s s i b l e  t o  p r e d i c t  
w h a t  t h e  e v e n t u a l  o u t c o m e  w i l l  be, w e  i n t e n d  t o  w o r k  c l o s e l y  
w i t h  t h e  m e m b e r s  o f  t h e  L e g i s l a t u r e  t o  r e d u c e  t h e  c o s t  o f  
t h e  p r o g r a m  w i t h  a m i n i m u m  o f  h a r m  t o  t h e  p e o p l e  w h o  d e p e n d  
o n  t h e  b o n u s  f o r  t h e  n e c e s s i t i e s  o f  l i f e .

W e  a p p r e c i a t e  t h a t  y o u  h a v e  t a k e n  t h e  t i m e  t o  e x p r e s s  y o u r  
v i e w s  o n  t h i s  s e n s i t i v e  i s s u e ,  a n d  w a n t  y o u  t o  k n o w  t h a t  
y o u r  c o m m e n t s  w i l l  b e  c a r e f u l l y  c o n s i d e r e d .
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P O  B o x  1 1 2 8 2 7  

A n c h o r a g e ,  A K  9 9 5 1 1  
(907) 3 4 5 - 1 6 9 8  
J a n u a r y  3, 1 9 8 7

T h e  H o n o r a b l e  S t e v e  C o w p e r ,

G o v e r n o r  o f  t h e  S t a t e  o f  A l a s k a  
P o s t  O f f i c e  B o x  A  
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  G o v e r n o r  C o w p e r :

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

s t a t i o n  K A K M  b e c a u s e  i t  a p p e a r s  y o u  a r e  o p e n  t o  s u g g e s t i o n s .  I a m  a 
2 5 - y e a r  r e s i d e n t  o f  A l a s k a ,  6 4  y e a r s  o f  a g e ,  a n d  n o w  r e t i r e d  b u t  f o r m e r l y  
a n  a s s i s t a n t  s u p e r i n t e n d e n t  o f  t h e  A n c h o r a g e  S c h o o l  D i s t r i c t .

A l t h o u g h  m y  h u s b a n d  is 6 6  a n d  c u r r e n t l y  a r e c i p i e n t  o f  t h e  l o n g e v i t y  b o n u s ,  
t h i s  is n o t  a p e t i t i o n  t o  p e r p e t u a t e  t h e  p r e s e n t  s y s t e m .  R a t h e r ,  i t  is a 
r e q u e s t  t h a t  y o u  a n d  y o u r  t e a m  o f  a d v i s o r s  r e c o n s i d e r  t h e  e n t i r e  p r o g r a m .

B a s i c a l l y ,  I b e l i e v e  t h a t  i f  A l a s k a  c a n n o t  a f f o r d  t h e  p r o g r a m — w h i c h  is 
e n t i r e l y  p o s s i b l e ,  i t  s h o u l d  b e  d i s c o n t i n u e d  i n  i t s  e n t i r e t y . T h e  
l o n g e v i t y  p r o g r a m  w a s  i n i t i a t e d  t o  h e l p  m a k e  i t  p o s s i b l e  f o r  A l a s k a ' s  
p i o n e e r  s e n i o r  c i t i z e n s  t o  r e m a i n  i n  A l a s k a  a f t e r  r e a c h i n g  r e t i r e m e n t  a g e .  
It w a s  n o t  i n t e n d e d  t o  b e  a w e l f a r e  p r o g r a m .  H a d  t h e  o r i g i n a l  p l a n  
r e m a i n e d  i n  f o r c e ,  n e i t h e r  m y  h u s b a n d  n o r  I w o u l d  h a v e  b e e n  e l i g i b l e  u n d e r  
i t s  p r o v i s i o n s .  T h e  Z o b e l  s u i t  c h a n g e d  a l l  o f  t h a t .  I b e l i e v e  w e  n e r d  t o  

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

b u r e a u c r a t i c  o r g a n i z a t i o n  t o  i n s p e c t  a l l  a p p l i c a n t s '  f i n a n c e s .  B e t t e r  t h a t  
a d d i t i o n a l  f u n d s  b e  m a d e  a v a i l a b l e  t o  s o c i a l  s e r v i c e  d e p a r t m e n t s  a n d  
a g e n c i e s  t o  t a k e  c a r e  o f  t h e  t r u l y  i n d i g e n t  w i t h  e x i s t i n g  p r o g r a m s ,  a t t r a c t  
f e d e r a l  w e l f a r e  d o l l a r s ,  a n d  r e a l l y  s a v e  s o m e  m o n e y  f o r  t h e  s t a t e .

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

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

A l a s k a  o n  $ 2 5 0 . 0 0  p e r  m o n t h .  T h e s e  e l d e r  c i t i z e n s  w h o  a r e  s p e n d i n g  n e a r l y  
a l l  t h e i r  t i m e  i n  t h e  s t a t e  a r e  s p e n d i n g  m u c h  m o r e  a n d  c o n t r i b u t i n g  m u c h  
m o r e  t h a n  $ 2 5 0 . 0 0  a m o n t h  t o  t h e i r  l o c a l  e c o n o m i e s .  T h e y  b u y  f o o d  a n d  
c l o t h i n g  a n d  h o u s i n g  a n d  c a r s  a n d  g a s o l i n e  a n d  e a t  i n  r e s t a u r a n t s  a n d  g o  t o  
t h e  t h e a t e r ,  f o r  e x a m p l e .  T h e y  u s e  t h e  s e r v i c e s  o f  b a n k s ,  p h y s i c i a n s ,  

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

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

It s e e m s  t o  m e  t h e  b u s i n e s s  c o m m u n i t y  m i g h t  w a n t  t o  g i v e  t h i s  s o m e  t h o u g h t .  
I a m  w o n d e r i n g  w h e t h e r  t h e  e c o n o m i s t s  h a v e  d o n e  a n y  r e s e a r c h  o n  t h e  
f i n a n c i a l  i m p a c t  t o  t h e  s t a t e ' s  e c o n o m y  i f  5 0  t o  6 0 %  o f  A l a s k a ' s  s e n i o r  
c i t i z e n s  w e r e  t o  b e  g o n e  m o r e  o f  t h e  t i m e ,  o r  p e r m a n e n t l y .



Mr. R i c h a r d  G a y ,  f o r m e r l y  a p r o f e s s o r  a t  A l a s k a  M e t h o d i s t  U n i v e r s i t y  a n d  a 
m u c h - r e s p e c t e d  m e m b e r  o f  t h e  A n c h o r a g e  c o m m u n i t y ,  r e c e n t l y  w r o t e  a " l e t t e r  
t o  t h e  e d i t o r "  f o r  o n e  o f  o u r  p a p e r s  i n  w h i c h  h e  s t a t e d  t h a t  w i t h o u t  t h e  
l o n g e v i t y  b o n u s  h e  a n d  h i s  w i f e  w o u l d  p r o b a b l y  h a v e  t o  l e a v e  A l a s k a .  T h a t  

w o u l d  b e  a v e r y  r e a l  l o s s  f o r  t h i s  c o m m u n i t y — a n d  I a m  s u r e  t h e y  a r e  n o t  
t h e  o n l y  o n e s .  I f  t h e y  w e r e  t o  g o ,  t h e y  w o u l d  t a k e  a l l  t h e i r  o t h e r  
s p e n d a b l e  i n c o m e  w x t h  t h e m .

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

c i t i z e n s .  I d o  s o m e  v o l u n t e e r  w o r k  f o r  t h e  A n c h o r a g e  S c h o o l  D i s t r i c t ,  b u t  
I c o u l d  d o  m o r e .  M a n y  o f  A l a s k a ' s  r e t i r e e s  a r e  a b l e - b o d i e d .  H o w  a b o u t  

t r a d i n g  t h e  l o n g e v i t y  b o n u s  f o r  e v e r y o n e  f o r  v o l u n t e e r  w o r k  f r o m  t h o s e  w h o  
a r e  a b l e  a n d  w i s h  t o  r e c e i v e  t h e  b o n u s ?  I h a v e n ' t  f l e s h e d  o u t  a n y  p l a n ,  
b u t  I a m  s u r e  i t  c o u l d  b e  d o n e  w i t h  a m i n i m u m  o f  p a i d  b u r e a u c r a c y .  

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

A g a i n ,  l e t ' s  c o m p l e t e l y  d o  a w a y  w i t h  t h e  l o n g e v i t y  b o n u s  i f  w e  m u s t ,  b u t  
l e t ' s  n o t  m a k e  i t  a n o t h e r  w e l f a r e  p r o g r a m .  F u r t h e r m o r e ,  l e t ' s  b e  s u r e  t h a t  
d o i n g  a w a y  w i t h  i t  w i l l  n o t  b e  " t h r o w i n g  o u t  t h e  b a b y  w i t h  t h e  b a t h . "
L e t ' s  .look f o r  a l t e r n a t i v e s .

M y  o t h e r  c o n c e r n  is t h e  P e r m a n e n t  F u n d  D i v i d e n d  p r o g r a m  w h i c h  s e e m s  t o  b e  a 
s a c r e d  c o w .  I b e l i e v e  i t  s h o u l d  b e  r e d u c e d  o r  d i s t r i b u t i o n  t e m p o r a r i l y  
c a n c e l l e d  t o  p r o v i d e  f u n d s  f o r  a n  a d e q u a t e  s t a t e  g o v e r n m e n t .  W h e n  a 
b u s i n e s s  r u n s  i n t o  f i n a n c i a l  d i f f i c u l t y  o r  a s h o r t a g e  o f  f u n d s  t o  c a r r y  o u t  

n e e d e d  a c t i v i t i e s ,  it r e d u c e s  o r  c a n c e l s  d i v i d e n d s  t o  s t o c k h o l d e r s .  I n  t h e  
c a s e  o f  t h e  S t a t e  o f  A l a s k a ,  i t  a p p e a r s  t o  m e  t h a t  t h i s  a p p r o a c h  s h o u l d  
a l s o  a p p l y .  A  c h a n g e  i n  t h e  D i v i d e n d  p r o g r a m  s h o u l d  c e r t a i n l y  b e  
c o n s i d e r e d  b e f o r e  t a l k i n g  o f  i n c r e a s e d  t a x e s .

M y  o b s e r v a t i o n s  t e l l  m e  t h a t  P e r m a n e n t  F u n d  D i v i d e n d s  a r e  o f t e n  n o t  w e l l  

s p e n t .  T h e y  m a y  g o  f o r  b o o z e  o r  d r u g s  o r  f o o l i s h  e x t r a v a g a n c e s .  T h e y  m a y  
b e  g a r n i s h e e d ,  h o c k e d  o r  s o l d .  O f  c o u r s e ,  s o m e  f a m i l i e s  a r e  v e r y  w i s e  i n  
t h e i r  u s e  o f  t h e i r  d i v i d e n d s ,  b u t  c h a n c e s  a r e  v e r y  g o o d  t h a t  t h e y  w o u l d  
f a r e  j u s t  a s  w e l l  w i t h o u t  t h e m ,  o r  t h e y  w o u l d  u s e  o t h e r  s t a t e - m a n a g e d  
s a f e t y  n e t s  t h a t  w o u l d  i n c o r p o r a t e  f e d e r a l  f u n d i n g .  D e l e t i n g  t h e  c o s t  o f  
m a n a g i n g  t h e  d i s t r i b u t i o n  o f  b o t h  t h e  l o n g e v i t y  b o n u s  a n d  t h e  d i v i d e n d  
w o u l d  s a v e  t h e  s t a t e  a g o o d  d e a l  o f  m o n e y .

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

I a m  m a i l i n g  t h i s  l e t t e r  t o  J u n e a u ,  b u t  a l s o  p l a n  t o  b r i n g  a c o p y  t o  t h e  
r e c e p t i o n  a t  t h e  A n c h o r a g e  S e n i o r  C e n t e r  o n  T h u r s d a y ,  w h e r e  I h o p e  t o  h a v e  
a n  o p p o r t u n i t y  t o  c h a t  w i t h  y o u .

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

S i n c e r e l y ,

M a r i l y n n  S. S c o t t ,  E d . D .



G A R R I  R ,  C O N S T A N T I N E  
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7 8 9 - 5 1 0 8

L(ZZ>

D e a r  S e n a t o r  A b o o d

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

d e s i g n e d  to o v e r h a u l  t h e  i a n d  r e s t r u c t u r e  it

a s  a n  a n n u i t y  p r o g r a m .  T h e  q u e s t i o n  I h a v e  is, w i l l  I a s  a 

3 5  y e a r  o l d  l i f e t i m e  A l a s k a n  b e  a b l e  to c o n t r i b u t e  m y  a n n u a l  

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

k i n d  of r e t u r n  w i l l  I r e a s o n a b l y  be a b l e  to e x p e c t  u p o n  a t t a i n i n g  

a g e  65. Arid, if I d i e  b e f o r e  c o l l e c t i n g  m y  a n n u i t y ,  w i l l  my 

d a u g h t e r  of o t h e r  s u r v i v i n g  r e l a t i v e  be a b l e  to r e t r i e v e  m y  

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

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

t i m e r s  w h o  m a i n t a i n  r e s i d e n c e  in t h e  S t a t e .  M y  p a r e n t s  h a v e  

r e t i r e d  o ut o f  s t a t e  a n d  do n o t  c o l l e c t  e i t h e r  d i v i d e n d s  of 

L o n g i e v i t y  B o n u s ,  a n d  I f e e l  t h i s  is p r o p e r .  I do h e a r  t h e r e  

a r e  q u i t e  a f e w  c a s e s  of s e n i o r  c i t i z e n s  r e t i r i n g  o u t  of s t a t e  

a n d  c o n t i n u i n g  to c o l l e c t  D i v i d e n d s  a n d  L o n g i e v i t y ,  a n d  1 a m 
c u r i o u s  if y o u  h a v e  a n y  p l a n s  to a d d r e s s  t h i s  p r o b l e m .

T h a n k  y o u  f o r  t h i s  c o n c e p t ,  a n d  g o o d  l u c k  g e t t i n g  it t h r o u g h .

c c : S e n . K e r t u l a  

S e n  . D u n c a n



February 15, 1987

Senator Mitch Abood 
P. 0. Box V 
Juneau, Alaska 99811

Dear Senator Abood:

This is in response to your hearings concerning the

Although I do not fully understand the Annuity Credit 
alternative proposed in SB57 it appears that it does 
provide an option for the person(s) electing to remain 
in Alaska after reaching the age of 65 in the future 
as well as the continuance of the existing program and 
therefore I do support SB57.

Regarding the suggested proposal from the Governors office 
to reduce the amount of the bonus and place a cap on 
income it fails to differentiate between those who live 
in subsidized facilities as opposed to those trying to 
make it on their own on an income often just above the 
threshold he suggests.

Although I realize that it is unpopular the reintroduction 
of the state income tax might help resolve this and many 
other problems you face as it would require 'high income' 
seniors to participate in the cost of state government 
as well as helping stabilize the operational income of the 
state.

Thank you for your consideration.

Sincerely

Wilton T. White 
Box 254
Kodiak, Alaska 99615

486-5410



*

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

23

29

5-0363B
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Original sponsors: Kert.tula, Halford
and Fischer

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 56 (State Affairs)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
i

For an Act entitled: "An Act amending and making effective an annuity

program and amendments to the longevity bonus program 

and the permanent fund dividend program provided for 

in secs. 2 - 18, ch. 99, SLA 1985; and providing for 

an effective date." j
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.23.110(a) is amended to read:

(a) The annuity investment fund is established as a separate 

fund in the state treasury. The annuity investment fund consists of 

money transferred from the dividend fund, cash contributions under 

AS 43.23.125, and income earned by the annuity investment fund. 

Notwithstanding AS 37.13.145, an amount equal to the permanent fund 

dividends taken as annuity credits under this chapter shall be annual­

ly transferred from the dividend fund to the annuity investment fund.

* Sec. 2. AS 43.23 is amended by adding a new section to read:
!

Sec. 43.23.125. CASH CONTRIBUTIONS. An individual who is eligi- j
I

ble to receive the permanent fund dividend as an annuity credit under 

AS 43.23.005(d) but does not elect to do so or who elects to receive 

only a portion of the permanent fund dividend as an annuity credit may 

make a cash contribution to that individual's annuity account. The 

total amount credited and contributed to an annuity account in a year 

nay not exceed the amount of the permanent fund dividend for that 

year.

* Sec. 3. AS 43.23.130(a) is amended to read:

-1- CSSB 56(S A )



(a) An individual with one or more annuity credits or cash 

contributions under AS 43.23.125 may receive an annuity upon reaching 

the age of 65.

* Sec. 4. AS 43.23.130(e) is amended to read:

(e) If a person elects to credit a permanent fund dividend or 

make a cash contribution to an annuity account in a particular year, 

that person may make an irrevocable choice regarding death benefits 

with respect to that credit or contribution. If a person dies before 

age 65 and that person has selected death benefits in at least one 

year, a lump sum payment shall, subject to appropriation, be paid to 

the surviving spouse by right of survivorship unless a different 

beneficiary was designated. When no spouse survives and no benefi­

ciary is designated, the lump sum shall be paid to the decedent's 

estate. The lump sum payment includes all dividends credited to the 

person's annuity account in years in which death benefits were select­

ed and interest on those dividends. Dividends credited and cash 

contributed to a person's annuity account in years for which death 

benefits were not selected and interest on those dividends and contri­

butions shall, if the person dies before age 65, be distributed equi­

tably among the annuity accounts of all individuals for which death 

benefits were not selected.

* Sec. 5. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.135. EMERGENCY WITHDRAWALS. An individual may make a 

withdrawal from that individual's annuity account before reaching the 

age of 65 if the individual establishes to the satisfaction of the 

commissioner that the withdrawal is necessary to meet an unforeseeable 

emergency. The amount withdrawn may not exceed the amount actuallv 

necessary to meet the emergency. The commissioner shall define the 

term "unforeseeable emergency" by regulation. An individual may only 

CSSB 56(SA) -2-
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make one withdrawal under this section and may pay it back with inter­

est under terms established by the commissioner.

* Sec. 6. Section 1, ch. 99, SLA 1985, is repealed.

* Sec. 7. Chapter 99, SLA 1985, and secs. 1 - 5 of this Act apply only 

to permanent fund dividends for years beginning after December 31, 1987. 

Notwithstanding the amendments to AS 43.23 made by ch. 99, SLA 1985, and 

this Act, permanent fund dividends for 1987 and prior years shall be made 

under the law as it existed before the effective date of this Act.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

•3- CSSB 56(SA)
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  February 19, 1987

POUCHY SI ATI CAPIIOl 
JUNCAU. AlASKA'WBI I 

107  465 3800

SUBJECT:

TO:

FROM:

Letter of intent for CSSB 56(SA) 
(Longevity Bonus)

Senator Mitch Abood
Chairman, State Affairs Committee

Keith B. Levy 
Legislative Counsel

Enclosed is a draft Committee Substitute for SB 56, relating 
to the Alaska longevity bonus and the annuity program. You 
also requested a letter of intent pertaining to the bill.
This office does not generally prepare letters of intent. 
However, the following language incorporated into a letter 
of intent should accomplish your purpose:

It is the intent of the legislature that the Department 
of Revenue and the Department of Administration take 
steps to educate and inform the public about the annuity 
program and the changes to the permanent fund dividend 
program and the Alaska longevity bonus program that are 
made effective by this Act.

If I may be of further assistance, please advise.

KBL:mkr
m9/029
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LEGISLATIVE AFFAIRS AGENCY
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M E M O R A N D U M February 7, 1987

SUBJECT:

TO:

FROM:

Durational residency requirement for 
longevity bonus (SB 56 and SB 57)

Senator Mitch Abood, Chair 
Senate State Affairs Committee

Keith B. LevyY~v)U 
Legislative Counsel

You have asked whether making the Alaska longevity bonus a 
"needs based" program with an income cap for eligibility of 
$20,000 or $25,000 would require reducing the residency 
requirement for the program from one year to 30 days. While 
it is difficult to predict with certainty the maximum dura­
tional residence requirement that is constitutionally per­
mitted under any particular set of facts, it is true that 
making the longevity bonus "needs based" would open the cur­
rent one year requirement up to serious attack.

A one year durational residency requirement presents poten­
tial constitutional problems in any state legislation. In 
the case of a program which provides the "basic necessities 
of life," however, the invalidity of such a durational resi­
dence requirement is almost certain. Thus, a one year resi­
dence requirement for the longevity bonus program, even in 
its current form, is open to constitutional challenge. Mak­
ing the program "needs based" would make a successful chal­
lenge more likely if the court views the program as provid­
ing the basic necessities of life.

In Shapiro v. Thompson, 394 U.S. 618, 22 L.Ed.2d 600 (1969), 
the United States Supreme Court struck down various state 
provisions requiring indigents to be state residents for one 
year before being eligible for state welfare benefits. The 
court observed that in each case there was no question that 
the indigents were state residents, but they were being 
denied welfare benefits solely because they had not been 
residents for the one year period. The court concluded



Senator Abood
February 7, 1987
Page 2

that, while the state may require that welfare recipients be 
state residents, the one year requirement penalized the con­
stitutional right to travel;

. . . any classification which serves to penalize the 
exercise of that right, unless shown to be necessary to 
promote a compelling governmental interest, is uncon­
stitutional (Emphasis in original.) Shapiro, 22 
L.Ed.2d, at 615.

The court rejected various arguments of the states involved, 
including the argument that the one year waiting period 
served to prevent fraudulent receipt of benefits. The court 
pointed out that fraud can be prevented and residency estab­
lished without the extensive waiting period. Shapiro, 22 
L.Ed.2d, at 616 - 617.

In a footnote, the Shapiro court did state that its ruling 
was limited to the facts of the case:

We imply no view of the validity of waiting-period or 
residence requirements determining eligibility to vote, 
eligibility for tuition-free education, to obtain a 
license to practice a profession, to hunt or fish, and 
so forth. Such requirements may promote compelling 
state interests on the one. hand, or, on the other, may 
not be penalties upon the exercise of the right of in­
terestate travel.

Shapiro, 22 L.Ed.2d, n. 21, at 617.

The holding in Shapiro was extended to apply to medical b en­
efits in Memorial Hospital v. Maricopa County, 415 U.S. 250, 
39 L.Ed.2d 306 (T97'4):----

Whatever the ultimate parameters of the Shapiro penalty 
analysis, it is at least clear that medical care is as 
much "a basic necessity of life" to an indigent as wel­
fare assistance. And governmental privileges or bene­
fits necessary to basic sustenance have often been 
viewed as being of greater constitutional significance 
than less essential forms of governmental entitlements. 
(Footnotes omitted. Memorial Hospital, 39 L.Ed.2d, at 
315.)



Senator Abood
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The court acknowledged that a one year residence requirement 
may sometimes be justified, as in the case of charging lower 
tuition to one year residents attending a state university:

While we fully recognize the value of higher education, 
we cannot equate its attainment with food, clothing and 
shelter. Shapiro involved the immediate and pressing 
need for preservation of life and health of persons 
unable to live without public assistance, and their 
dependent children. Thus, the residence requirement in 
Shapiro could cause great suffering and even loss of 
life. The durational residence requirements for atten­
dance at publicly financed institutions of higher 
learning do not involve similar risks. (Memorial Hos­
pital , 30 L.Ed.2d, n. 15, at 316.)

Accordingly, the court left open the possibility that a one 
year residence requirement could be upheld in certain 
instances, but not where the benefit involved is one of the 
basic necessities of life.

It is difficult to say whether the Alaska Supreme Court 
would view an income cap of $20,000 or $25,000 as making the 
longevity bonus a benefit involving the "basic necessities 
of life" within the meaning of the Shapiro and Memorial 
Hospital cases. It can certainly be argued that any income 
cap would make the program a "welfare" benefit so that the 
court would view it is providing basic necessities. And the 
lower the income cap gets, the more likely the court will 
reach this conclusion. Thus, a $20,000 income cap is more 
subject to challenge than a $25,000 cap.

Section 1(b), ch. 38, SLA 1984, states:

The longevity bonus program is not a form of welfare 
and is not a substitute for or supplement to public 
assistance. Other programs are available to provide 
the basic necessities of life. The longevity bonus 
program is intended to encourage elderly Alaskans to 
spend their retirement years in the comfort of their 
homes.

This language is obviously intended to protect against a 
challenge under Shapiro and Memorial Hospital. However, 
setting an income cap on eligibility tor the bonus would 
seem to repudiate that language by making the bonus avail­
able only to those Alaskans who need it.
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In Dunn v. Blumstein, 405 U.S. 330, 31 L.Ed.2d 274 (1972), 
the United States Supreme Court struck down a one year resi­
dence requirement for the right to vote as penalizing that 
important constitutional right. In a similar case, the 
Alaska Supreme Court struck down a 75 day residence require­
ment for voting in state elections. State v. Van Port, 502 
P.2d 453, 454 (Alaska 1972). In each case, however, the 
court did find that a 30 day residence requirement would 
serve the compelling state interest in preventing voter 
fraud and voting by nonresidents.

In subsequent cases, the Alaska Supreme Court seems to have 
taken an even broader interpretation of the right to travel 
and a more critical view of durational residence require­
ments than the United States Supreme Court. For example, in 
State v. Adams, 522 P.2d 1125 (Alaska 1974), the court held 
that a one year residence requirement to obtain a divorce in 
a state court violates the state constitution. This is in 
contrast to the United States Supreme Court opinion in Sosna 
v. Iowa, 419 U.S. 393, 42 L.Ed. 2d 532 (1976), in which" the' 
court upheld Iowa's one year residence requirement for seek­
ing a divorce in the state, under the federal constitution. 
The court in Adams went so far as to say:

All durational residency requirements inherently in­
fringe upon the fundamental constitutional right of 
interstate travel. Hence, all such requirements are 
prima facie invalid and will be countenanced only when 
they serve a compelling state interest. (Footnotes 
omitted. Adams, at 1131.)

In State v. Wylie, 516 P.2d 142 (Alaska 1973), the court 
struck down a one year residence requirement for public 
employment, saying the state had failed to advance a compel­
ling justification for the requirement.

The standard for reviewing durational residence requirements 
in Alaska was altered somewhat after the Alaska Supreme 
Court adopted a new test under which state equal protection 
challenges are considered:

The classification must be reasonable, not arbitrary, 
and must rest upon some ground of difference having a 
fair and substantial relation to the object of the leg­
islation, so that all persons similarly circumstanced 
shall be treated alike. (Isakson v. Rickey, 550 P.2d 
359 (Alaska 1976).)
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Even under the new standard, however, the court requires the 
state to provide a high level of justification before it 
will sustain a durational residence requirement. Applying 
this new standard, the court struck down a borough ordinance 
requiring one year of residence in the borough to partici­
pate in the borough's land lottery. Gilman v. Martin, 662 
P.2d 120 (Alaska 1983).

The significance of the A dams, Wil e y, and Giliman cases is 
that the court struck down the one year residence require­
ments even though they did not involve "basic necessities of 
life." Thus, it appears that the Alaska Supreme Court goes 
much further than the United States Supreme Court in dura­
tional residence challenges. Accordingly, even if the lon­
gevity bonus is not viewed as providing the basic neces­
sities of life, the one year residence requirement could be 
overturned by the court. The Alaska Supreme Court has 
upheld durational residence requirements for eligibility to 
run for the state legislature (Gilbert v. State, 526 P.2d 
1131 (Alaska 1974)); for eligibility to perform jury duty 
(Hampton v. State, 569 P.2d 138 (Alaska 1977)); and for 
eligibility to run for a municipal office (Castner v. City 
of Homer, 598 P.2d 953 (Alaska 1979). However, the distin­
guishing factor in each of these cases is that the residence 
requirement was for a position involving important policy 
making responsibilities.

The longevity bonus in any form seems to be more akin to the 
cases in which the durational residence requirements were 
struck down than the cases in which they were upheld. It is 
simply a state benefit, not a policy making position. The 
kinds of justifications the state could put forth for the 
one year requirement -- protection of fiscal integrity of 
the program and preventing people from moving to the state 
solely to obtain the benefit -- have been rejected by both 
the Alaska Supreme Court and United States Supreme Court. 
However, setting an income cap for eligibility for the pro­
gram will certainly add to the arguments against the one 
year requirement, since such a change is likely to make the 
program more of a "basic necessity of life" rather than a 
mere supplement to income.

In Jeffrey v. Colorado State Department of Social Services, 
599 P.2d 874 (Colorado 1979), the Colorado Supreme Court 
struck down a state old-a^e pension plan which contained a 
durational residence requirement. The court rejected the 
argument that the pension was merely an income supplement
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because, under state law, the pension benefit was reduced in 
proportion to the amount of an individual's other income. 
This provision made it clear to the court that the pension 
was intended to meet the basic necessities of life, not to 
supplement other income. Similarly, setting an income cap 
on eligibility for the longevity bonus would add to the 
arguments that the program provides basic needs and the one 
year durational residence requirement is unconstitutional.

In conclusion, it is possible that the Alaska Supreme Court 
would find the one year residence requirement for the lon­
gevity bonus unconstitutional even in the program's present 
form. Howe er, setting an income cap for eligibility for 
the program will certainly add to the likelihood that the 
residence requirement would be struck down if challenged.
The strength of such a challenge will depend, in part, on 
the details of how the "needs based" program would operate. 
The lower the level of income at which an individual becomes 
eligible, the greater the likelihood that the court will 
view the program as providing the basic necessities of life, 
thus increasing the chance that the one year requirement 
will be struck down.

If I may be of further assistance, please advise.

KBL:mkr
m8/105
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Original sponsors: Kerttula, Halford
and Fischer

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 56 (State Affairs)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act amending and making effective an annuity

program and amendments to the longevity bonus program 

and the permanent fund dividend program provided for 

in secs. 2 - 18, ch. 99, SLA 1985; and providing for 

an effective date."

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

* Section 1. AS 43.23.110(a) is amended to read:

(a) The annuity investment fund is established as a separate 

fund in the state treasury. The annuity investment fund consists of 

money transferred from the dividend f u n d , cash contributions under 

AS 43.23.125, and income earned by the annuity investment fund. 

Notwithstanding AS 37.13.145, an amount equal :o the permanent fund 

dividends taken as annuity credits under this chapter shall be annual­

ly transferred from the dividend fund to the annuity investment fund.

* Sec. 2. AS 43,23 is amended by adding a new section to read:

Sec. 43.23.125. CASH CONTRIBUTIONS. An individual who is eligi­

ble to receive the permanent fund dividend as an annuity credit under 

AS 43.23.005(d) but does not elect to do so or who elects to receive 

only a portion of the permanent fund dividend as an annuity credit may 

make a cash contribution to that individual's annuity account. The 

total amount credited and contributed to an annuity account in a year 

may not exceed the amount of the permanent fu.id dividend for that 

year.

* Sec. 3. AS 43.23.130(a) ia amended to read:

-1- CSSS 56 CSA)



(a) An individual with one or more annuity credits or cash 

contributions under AS 43.23.125 may receive an annuity upon reaching 

the age of 65.

* Sec. A. AS A3.23.130(e) is amended to read:

(e) If a person elects to credit a permanent fund dividend or 

make a cash contribution to an annuity account in a particular year, 

that person may make an irrevocable choice regarding death benefits 

with respect to that credit or contribution. If a person dies before 

age 65 and that person has selected death benefits in at least one

year, a lump sum payment shall, subject to appropriation, be paid to

the surviving spouse by right of survivorship unless a different 

beneficiary was designated. When no spouse survives and no benefi­

ciary is designated, the lump sum shall be paid to the decedent's 

estate. The lump sum payment includes all dividends credited to the 

person's annuity account in years in which death benefits were select­

ed and interest on those dividends. Dividends credited and cash 

contributed to a person's annuity account in years for which death 

benefits were not selected and interest on those dividends and contri­

butions shall, if the person dies before age 65, be distributed equi­

tably among the annuity accounts of all m c . n  i.du«! r ? which death 

benefits were not selected.

* Sec. 5. AS A3.23 is amended by adding a new section to read:

Sec. A3.23.135. EMERGENCY WITHDRAWALS. An individual may make a 

withdrawal from that individual's annuity account before reaching the 

age of 65 if the individual establishes to the satisfaction of the 

commissioner that che withdrawal is r essary to n»et an unforeseeable 

emergency. The amount withdrawn may not exceed the total amount in 

the individual's annuity account or the amount actually necessary tc 

meet che emergency, whichever is less. The commissioner shall define 

CSSB 56CSA)
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the term "unforeseeable emergency" by regulation. An individual may 

only make one withdrawal under this section and may pay it back with 

interest under terms established by the commissioner.

* Sec. 6. Sectioi 1, ch. 99, SLA 1985, is repealed.

* Sec. 7. Chapter 99, SLA 1985, and secs. 1 - 5 of this Act apply only 

to permanent fund dividends for years beginning after December 31, 1987. 

Notwithstanding the amendments to AS 43.23 made by ch. 99, SLA 1 985, and 

this Act, permanent fund dividends for 1987 and prior years shall be made 

under the law as it existed before the effective date of this Act.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c) .

-3- CSSB 5 6 (SA )
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Introduction

In November 1986 Alaska's voters will be asked to advise lawmakers on the 
futare of the Alaska longevity bonus program. The voter's pamphlet picpared by 
the Division of Elections contains a description of the ballot measure, including pro  
and con statements. This report provides a more detailed analysis of the alternative 
proposals, and why the legislature decided to put the matter before the electorate.

Gordon S. Harrison 
Associate Director 
September 1986
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QUESTIONS AND ANSWERS ABOUT PROPOSED 
LONGEVITY BONUS ALTERNATIVES

W h a t is th e  A la ska  L ongevity  B onus?
The bonus program pays $250 per month to almost every Alaskan resident 

who is 65 or older and who has lived in the state for the one year immediately 
preceding the date of application.

H ow  long has th e  state been m aking  these paym en ts?
The program was e s ^ h sh e d  in 1972, and the first checks were sent out in 

January of 1973. Initial!’ monthly check was $100, but increases were granted
in 1976,1978,1980, ar lly in 1981, when the present level of $250 per month
was established. Until 19 • r, eligibility was restricted to persons who were present 
in Alaska during territorial days, and who had 25 years continuous residency in 
Alaska. In 1984, however, the residency requirement was reduced to one year, 
opening the program to most elderly Alaskans.

I s n 't  it  p re tty  u n u su a l fo r  a  state to p a y  its residents m oney  ju s t  
because they  happen  to  be above a  certain age?

Alaska is the only state where age alone entitles a person to a cash benefit, but 
it is quite common for non-cash benefits or various subsidies to be awarded solely 
on the basis of age. For example, persons 65-and-over are entitled to an additional 
federal income tax deduction, and many states allow property tax credits to the 
elderly.

W hat purpose  was the  bonus supposed to serve?
It was to provide elderly, longtime Alaskans with "an incentive to continue 

uninterrupted residency in the state." In 1972, only 2.3 percent of all Alaskans were 
65 years of age or older, compared with 10 percent for the nation as a whole. The 
1972 legislature concluded that the high costs and rigors of Alaska life were forcing 
"pioneers...to live out their retirement years in areas far away from the land they 
loved and nurtured,...[thus] depriving future generations of Alaskans of the benefits 
of their wisdom and experience." The lawmakers went out of their way to 
emphasize that the payments were not to be considered as any "form, type or 
manner of public relief," but rather a reward for hardships suffered during 
territorial days and an incentive to remain in the state.

I f  the  purpose o f  the  bonus program  was to keep oldtim ers fr o m  
leaving , why d id  the state open the  program  to new com ers in 1984?

In April 1984, in the case of Vest v. Alaska , the Alaska Supreme Court ruled 
that the residency requirements of the bonus program violated the equal protection 
provisions of the Alaska and U.S. constitutions. Rodney Vest, the plaintiff, had
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established residence in Alaska in April 1959. Under the original law, Vest would 
never have been eligible to receive, the bonus because he arrived in the state three 
months after it ceased to be a territory. In 1982, at the age of 67, Vest argued that it 
was unfair and unconstitutional to deny him the payments just because he was a 
relative newcomer.

The court agreed, explaining that ”[i]t is [the] supposition that living in 
territorial Alaska makes an individual entitled to special legal stature that is 
impermissible. The federal Constitution prohibits states from making such 
determinations. The basic predisposition to take care of one's own -  and no one 
else's -  is no longer a permissible goal for a state that has joined the federal union." 
The court did not order the state to pay M r Vest the bonus. Instead, it struck down 
the entire program. With the final Supreme Court decision in the Vest case coming 
in early April of 1984, the legislature had to produce some sort of constitutional 
replacement for the bonus in the final two months of the session, or see the program 
expire altogether.

Even though it never directly benefited more than about two percent of the 
state's population, the residency-based bonus program had enjoyed broad political 
support. Sudden financial dislocations to the 10,000 elderly receiving the bonus in 
early 1984 would not have been desirable under any circumstances; legislators had 
no trouble agreeing that it was particularly undesirable in a year when 51 of the 60 
legislative seats were up for election. Although a number of other approaches were 
proposed, legislators soon decided that it was better to extend the bonus to the 5,000 
elderly not then receiving the entitlement, than to cut off, "cold turkey," the 10,000 
who were. A bill was passed which re-established the bonus as a program for almost 
everyone over 65 with one year of Alaska residency. (To avoid loss o f federally 
funded welfare benefiis, the legislature later removed the eligibility of persons in 
nursing homes.;

The new law was to be temporary, arid by its own terms was to be repealed in 
June of 1985, though the next legislature put that date off into the indefinite future.
A special committee was established, chaired by former Governor Jay Hammond, to 
report in early 1985 on the feasibility of replacing the bonus "with an annuity 
program, a needs based program, or other longevity program." Establishment of 
the Hammond committee and the limited life assigned to the newly universalized 
bonus reflected the view that the fundamental changes in the bonus program forced 
by the courts and growing costs required a major rethinking of this part of the 
state’s policy toward the elderly.

H ow  m u ch  additional cost resu lted  f r o m  opening  the program  to 
everyone 65-and-over?

The program cost $27.5 million in fiscal 1983, the last full fiscal year of the 
residency-based program; in the first full fiscal year of the universalized program 
(FY 85) the cost was $43.1 million, a 57 percent increase. Costs of the universal 
program (which we still have) are currently growing at a rate of about 6 percent 
per year. Some evidence suggests that the availability of the bonus has caused a
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slight increase in elderly migration to Alaska, mostly by individuals with adult 
children in the state. But even without this effect other demographic factors suggest 
that the number of 65-and-over Alaskans will get larger, even if the state as a whole 
loses population. Unless there are program changes, OMB estimates that the bonus's 
share of the state's general revenues will grow, due to the combination of declining 
spending elsewhere and an expanding elderly population, from about 1.8 percent in 
fiscal 1986 to the neighborhood of 4 percent in fiscal 1990. The prospect of this 
fiscal growth has forced politicians to search for alternatives to the current bonus 
program.

W hat alternatives have been considered?
More than a dozen proposals have been advanced, but in general there have 

been four different approaches.
1. Phase-out the bonus over a relatively extended period, either by gradually 

reducing the monthly benefit (say, by $25 per year), or by progressively raising the 
eligibility age. The latter approach was sometimes described as "stairstepping," and 
in 1985 was generally the approach taken by the House of Representatives

2. Transform the bonus into a welfare program. Only those elderly able to 
demonstrate "need" in relation to some measure of wealth or income would receive 
payments.

3. Two plans were advanced that would require recipients to provide some 
sort of public sendee work to maintain eligibility for the bonus, but would 
otherwise leave the universal elderly benefit unchanged.

4. Gradually replace the publicly funded bonus payment (which would be 
phased-out over a period of years) with the proceeds of an individually purchased 
annuity. (An annuity is a contract which guarantees the holder regular payments 
under specified circumstances, for example monthly payments after the holder 
reaches a certain age.) Funds for purchase of the annuity contract would come from 
the individual's own permanent fund dividend. Those who chose to keep their 
dividend would receive no annuity payments and after the phase-out, no bonus 
payments either.

The Hammond committee recommended a type of annuity plan tied to the 
Permanent Fund dividend, although a minority on the committee favored either a 
more straightforward phase-out of the bonus or its transformation into a public 
assistance program with a "needs" test for eligibility. In 1985, legislators were able 
to agree on phasing-out the bonus as a universal entitlement for elderly Alaskans, 
but could not agree on how to accomplish that objective.

The House supported a relatively uncomplicated phase-out, accomplished by 
restricting eligibility to individuals who reach 65 before January 1, 1988. Costs 
would begin to decline in 1988 as mortality gradually reduces the s'ze of the eligible 
population. The Senate favored a version of the Hammond committee's annuity plan 
The Senate would also phasc-out payments from general revenu , thr h not as 
quickly as the House proposal. Costs under the Senate plan would con to 
increase until about 1994. Individuals who had opted to enroll in the annuity part of
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the Senate plan (and had given up their dividends) could eventually receive annuity 
payments comparable to the old bonus payments.

After the two sides had been deadlocked for several weeks, they adopted both 
ideas into law, but made neither effective until the other is repealed. The idea was 
that one or the other plan would be repealed in 1987. To help the 1987 legislature 
decide, the advice of the voters will be solicited at the November 1986 election.
Until the legislature acts again the current bonus program — with its growing 
population of beneficiaries -  remains on the books.

S o  in N ovem ber voters will be choosing between the Sen a te 's  p la n  
a n d  th e  H o u s e ’s p lan?

Not exactly. The ballot measure will briefly describe both proposals, and note 
that both were adopted into law but that neither will take effect unless the legislature 
chooses one of them. Then it will ask "Should the legislature adopt the annuity 
option?" -  yes or no.

B u t i f  a  m ajority votes " n o "  on the  Sena te 's a n n u ity  p la n , w o n ’t  
the  H ouse  p la n  be p u t  into e ffect?

Not necessarily. Although the legislature's actions imply that a "no" vote is a 
vote for the House plan, the members of the 1987 legislature may see it only as a 
vote against the Senate approach. Even an unambiguous "yes" vote does not insure 
that the legislature will act to put the annuity phase-out plan supported by the Senate 
into effect.This is only an advisory balloi; regardless of what voters may intend by 
voting "yes" or "no," legislators are legally free to disregard the results of the 
advisory ballot.

W hy d id n 't the  legislature p u t  both options directly before the  
voters, a n d  have w hichever p la n  the  voters approved becom e law ?

It is not clear why the legislature decided to put the question to the voters as a 
"yes" or "no" on the Senate proposal rather than a choice between the alternatives on 
which the legislature deadlocked. We do m i o w  why the vote is advisory only: 
According to attorneys, allowing the voters to actually choose which proposal 
becomes law would be an unconstitutional and illegal delegation of legislative 
power.

W ho actua lly  wrote the language o f  the ballot m easure?
The legislature included language for the ballot measure in the 1985 act. The 

language that will appear on the ballot is slightly different, having been revised for 
clarity by the lieutenant governor, the state's chief elections officer. The wording 
that will appear on the ballot is found in Appendix B.The original ballot language 
can be found on page 12 of the current longevity bonus law, reprinted here in 
Appendix D.
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H ow  w ould  the  bonus be changed  i f  the 1987 legislature adopts 
either o f  the two proposals?

Let's start with the House proposal since it is simpler. If you were bom 
before January 1,1923, the bonus program will continue for you as if nothing had 
changed. If you were bom on or after that date you will get nothing. Looking at it 
another way, if you turn 65 before 1988, you are grandfathered "in;" if your 65th 
birthday comes in 1988 o” nytime after, you are "out."

Among the effects oi the House plan is that everyone getting the bonus now 
will remain eligible in the future. Another effect of this arrangement is that the 
minimum age to qualify for the bonus will increase by one year each year. At the 
beginning of 1989, eligibility will be restricted to those 66 and older; at the 
beginning of 1990, the only persons eligible will be age 67 and older. By the year 
2034 the eligibility age will have risen to 111. Somewhere around that time the last 
eligible individual in Alaska will have died, and the program will end.

W hat abou t a  person  born before 1923 who ju s t  arrived  in A la ska?  
D o new com ers g e t the bonus too?

Yes, after they have lived in Alaska for the required one year. A person 
arriving in Alaska in 1990 at age 70, for example, would be eligible sometime in 
1991, after he or she had established residency by living here for one year.

H ow  about an  eligible person  who leaves A la ska  a n d  then  returns?
Before receiving each month's check, recipients certify with a postcard that 

they are physically present in Alaska. Bonus recipients who plan to be absent from 
the state for more than 30 days are required to notify the state so that payments can 
be stopped. Payments immediately resume when the person returns if the total time 
voluntarily spent out of state during the preceding 12 months was less than 90 days. 
If the total voluntary absence is greater than 90 days the individual is treated like 
any other newcomer, and must wait a full year to again qualify.

Until 1985, the limit on voluntary absences was 180 days. Analysts have long 
noted a seasonal cycle in bonus payments with peaks occurring in late summer and 
troughs in late winter which were believed to reflect increased travel outside the 
state during the colder months. After shortening the length of a permitted absence, 
several hundred otherwise eligible recipients dropped out of the program, 
suggesting that some elderly Alaskans may be willing to forgo the financial benefits 
of the bonus in favor of maintaining the practice of prolonged winter trips 
out-of-state.

W ould  th is 90  day lim it also apply under the Senate  p lan?
Yes. With respect to people bom before 1923 (e.g., people who reach 65 

before 1938) the two proposals and the current law are identical — those people are 
grandfathered and for them it will be as if the law were never changed. People bom 
after 1937 (e.g. people now younger than 49) would also be treated identically 
under either the House or Senate proposal — they will never get a bonus.
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T he d ifferences betw een the Sena te  a n d  H o u se  p la n s  m u st be 
particu larly  im portant f o r  people born betw een 1923 a n d  1937 , since  
the choice d o esn ’t  seem  to m atter f o r  anybody else.

The only individuals with a direct personal stake in the choice between the 
two alternatives for phasing-out the bonus are people bom between 1923 and 1937, 
i.e., people who are now between age 49 and age 63. Under the House plan they will 
never receive a bonus. Under the Senate plan they would receive a bonus after they 
turn 65, but the amount of the bonus check would be reduced each year in step with 
the increasing maximum possible annuity payment obtainable under the Senate 
annuity proposal.

In a general sense, of course, everyone has a stake in the choice of plan, as 
citizens in a more or less just society and as taxpayers whose money is redistributed 
to the elderly by means of the bonus program.

W hat is " the  m a x im u m  possib le  ann u ity  p a y m en t"  under the  
Senate  p la n , a n d  how does it relate to the  bonus that the Sena te  p lan  
w ould give to persons who becom e 65 in 1988 or later?

The Senate plan would create an optional annuity purchase program funded 
with permanent fund dividends. If you chose the maximum level ol participation in 
the program (which would be available only to those bom in 1923 or later) you 
would receive no dividend. Instead, the state would use your money to establish an 
annuity account on your behalf. Interest earned on your investment would accrue to 
the account, and on reaching age 65 the money in the account would be used to 
purchase an annuity, probably from a large ins"ranee company, with you as the 
beneficiary. For the rest of your life you would get a fixed monthly annuity check. 
The amount of the declining bonus received by persons with birth dates in 1923 or 
later is determined by amount of the maximum possible monthly straight life 
annuity payment for a person giving up all possible permanent fund dividends, 
subtracted from $250. The idea was that the combined bonus and annuity of those 
who made the maximum contributions would never fall below $250 per month.

For example, a person turning 65 in 1988 (i.e., bom in 1923) would have had 
the opportunity to give up only one dividend, of about $600. The maximum straight 
life annuity that could be purchased with $600 for a person age 65 would be about 
$5 per month, so the bonus in 1988 for persons turning 65 in that year would be 
about $245 per month.

A person turning 65 in the year 2000 (i.e., someone now age 51) could have 
contributed a maximum of 13 full permanent fund dividends. OMB estimates that 
the maximum annuity obtainable from this investment in 2000 will be about $164 
per month. Thus the bonus received in 2000 by everyone between the ages of 65 and 
77 would be $86 ($250 minus $164). This bonus would be received regardless of 
whether or not the individual had participated in the proposed annuity program. As 
shown in the table below, sometime around 2003, the maximum annuity will exceed 
$250 per month. Thereafter no bonuses will be paid to persons bom in 1923 or
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later. The table is necessarily based on guesswork concerning future permanent 
fund dividends, annuity investment earnings, and the implementation of the annuity 
mechanism in the Senate bill. The exact amounts will not be known until a few 
months before they are paid.

Table 1.
SENATE ANNUITY PLAN 

Estimated Monthly Bonus Payments For Persons 
Reaching Age 65 in 1988 or Later (Bom in 1923 or Later)

Maximum
EiscaLYear Monthly.,Annuity. Monthly Bonus

1988 $5 $245
1989 $12 $238
1990 $29 $231
1991 $27 $223
1992 $36 $214
1993 $46 $204
1994 $57 $193
1995 $70 $180
1996 $85 $165
1997 $101 $149
1998 $120 $130
1999 $141 $109
2000 $164 $86
2001 $190 $60
2002 $219 $31

2003 and after further
growth

• o •

Remember, persons who reach 65 before 1988 are not affected by the 
declining bonus. They continue to get the full $250 per month under either the 
House or Senate proposals.

W ho will be responsible f o r  m anag ing  m y  a n n u ity  accoun t 
investm en t?

The state Commissioner of Revenue.

Suppose I  p u t  m y  d ividend into the annu ity . C an I  g e t m y  m oney  
out i f  I  have a sudden fin a n c ia l em ergency?

No. Once invested in the state sponsored annuity your money will not be 
available to you until you become 65, and then only as monthly annuity payments.

D o I  lose m y  ann u ity  i f  I  leave the  state?
No. If you invested in the annuity program and are 65 or over, vou are 

entitled to your monthly annuity check, regardless of where you reside. The checks 
won't necessarily start coming by themselves, however; you will probably have to 
apply for them.
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W hat i f  I  sh o u ld  die? W ill m y  survivors g e t anyth ing?
Persons contributing to the annuity will be able to choose a survivor benefits 

option, but doing so will reduce the monthly annuity amount that you will receive. 
The declining bonus amounts shown in Table 1 are calculated using the "maximum 
possible straight life annuity," which is obtained by foregoing all dividends and not 
choosing the survivors option. The annuity investments of those who die before age 
65, without having chosen the survivor option will be divided equitably among the 
accounts of those who survive.

A ssu m in g  the  Senate p lan  is adopted , can I  avo id  p a y in g  incom e  
taxes o n  m y p erm a n en t f u n d  d iv idend  by giv ing  it to th e  state to p u t  in  
m y a n n u ity  account?

No. Regardless of whether you take the dividend in cash or have it put in 
your annuity account, you still will be required to report it as taxable income on 
your federal income tax return.

W hat abou t the in terest earned by m y a n n u ity  accoun t o r  the  
m o n th ly  annu ity  paym en ts?  W ou ld  taxes be due  on e ither o f  these?

Under the current federal income tax law, the interest earned on your 
annuity account is not taxable as it accrues. Any tax liability on the interest accruals 
is avoided through wording in the statute that denies any legal obligation to pay 
anything to you. When you do receive your annuity payments, however, you will 
have to pay taxes on the part of each annuity payment that is paid from the interest 
earnings on your contributions.

A re  y o u  saying  tha t the  state is no t legally b o u n d  to p a y  m e  back  
any  o f  the  p e rm a n en t f u n d  d iv idend  m oney I  m ig h t deposit in m y  
a n n u ity  account?

That is correct. The law says that notwithstanding anything else, the state "is 
not obligated to provide annuity payments for an; aity credits...." (AS 43.23.130 .) 
Without this language you would be required to pay taxes each year on the interest 
accruing to your account. According to the attorney general's office, the state's 
deferred compensation plan for its own employees operates under similar language.

H ow  w ould  the proposed  revisions to the  fed e ra l ta x  code a ffec t  
the  Sen a te 's  a n n u ity  p lan?

The effects of the new tax bill on the annuity program are not yet clear.

C o u ld  I  take m y perm a n en t f u n d  d iv idend  to an  insurance  
com pany rig h t now , a n d  use it to b u y  an  annu ity  m u ch  like the one th a t 
the  sta te w ould be o ffering  under th e  Senate  p lan?

Yes, many such plans arc available from insurance companies, banks, and 
other institutions.
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W ill the  sta te a n n u ity  proposed  un d er  the Sena te  p la n  be m ore  
attractive than  p la n s  now  available f r o m  insurance com panies a n d  
others?

Alaskans will choose or not choose to give up their dividend based on the 
details of the annuity program available from the state, the earnings rate that they 
expect to receive from the state, and how well the program is marketed. None of 
these details are known, but there are reasons to anticipate that few people will opt 
for the annuity.

W hy m ig h t the a n n u ity  p la n  n o t be popular?
A dividend recipient must first decide that he or she wishes to devote the 

proceeds of the dividend to obtaining additional retirement security. National 
economic data indicates that Americans devote less than 10 percent of incremental 
income to savings as a whole. Retirement saving, such as the proposed annuity plan, 
is a smaller subcategory. Demographic and economic factors suggest that the 
marginal savings rate in Alaska is lower, although surveyed recipients of the 1982 
and 1983 dividends reported that they devoted from 18 to 20 percent of those 
dividends to savings generally. In any event, the percentage of their dividend that 
most Alaskans would wish to save is likely to be less than the minimum 25 percent 
annuity contribution allowed under the Senate proposal.

But if a dividend recipient should wish to devote as much as 25 percent of the 
dividend to retirement savings, will he or she prefer the state’s annuity plan over the 
alternatives? Insurance industry sources, though naturally disposed to favor their 
own annuity products, are confident that few will choose the state plan over their 
own offerings, in part uue to the inaccessibility of the individual's investment under 
the Senate plan. "When I sell annuities to people, the one tiling everyone asks about 
is the ability to get their money out in an emergency," noted one agent. "I just don’t 
think anyone will be very interested in a plan that doesn't have that escape hatch, 
even if it did offer a better earnings rate."

These factors might be overcome by aggressive marketing or relative ease in 
obtaining the state sponsored annuity. If the Senate annuity plan is adopted, 
however, a section along the following lines will have to be added to the permanent 
fund dividend application.

SECTLONJL1.
(CHECK ONLY ONE BOX.)
A. I wish to receive 100 percent of my dividend as cash in a check from the state
0  I f  you checked box A you have completed your dividend application. Be sure it is properly 

signed and witnessed and received by the Department o f Re\'enue or postmarked before 
June 30,1987.

B. I wish to have all or part of my dividend used to create an annuity account which will be 
maintained for me by the state.

Q  I f  you checked box B, you must use the boxes in Section 12 on the next page to choose 
die options you prefer.
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SECT.IQN-12-
A. How much of your dividend should go to you as cash and how much to your annuity account 

(CHECK ONLY ONE BOX).
□  100 percent to my annuity account
□  75 percent to my annuity account 25 percent to me as cash in a check from the state.
□  50 percent to my annuity account 50 percent to me as cash in a check from the state.
□  25 percent to my annuity account 75 percent to me as cash in a check from the state.

B. Indicate below whether or not you wish to choose the survivor's option. Remember, you may 
not change your choice once an annuity credit is issued to your account

(CHECK ONLY ONE BOX).
□  I do not want the survivor's option. I understand that my survivors will receive nothing 
from my annuity should I die before reaching age 65.
□  I want the survivor's option. I understand that my annuity payments on reaching age 65 
will be reduced as a result of this choice.

Experts will no doubt word the application differently. Even so, the natural 
inclination of most applicants will be to choose the cash and skip the rest.

W ill a  shortage o f  annu ity  participants create any  problem s?
The administrative costs of the annuity program are to be deducted from the 

annuity investment fund. These deductions will likely be a proportionately greater 
burden if relatively few Alaskans choose to participate in the annuity program.

W hat abou t the cost to the taxpayers? T he Sena te  p lan  is better  
f o r  fo lk s  who are now  49 to 63, bu t doesn 't tha t also m ean it is go ing  to 
cost m ore?

Yes, because it pays bonuses to those younger individuals the Senate annuity 
plan will cost more than the House approach, especially during the 1990s. For 
example, OML estimates that in 1995 the cost of the House program will be $34.6 
million, compared with $59.2 million for the Senate bill in that year. After about 
2002, the declining bonuses which the Senate program will pay to these younger 
individuals will have been eliminated by the increasing maximum annuity, so the 
costs of both programs will be the same after that year. The total costs through the 
year 2002 arc $521 million for the House plan, $774 million for the Senate plan, and 
$1,026 million for the current law. Under either the House or Senate program all 
costs will end by 2034. Here is a chart showing the annual estimated costs of the 
House and Senate alternatives and the costs of the current law if it is left unchanged. 
The annual costs arc also shown in the Table in Appendix A.
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Chart 1

Costs of ALB Alternatives

ANNUAL
COSTS

(MILLIONS)

FISCAL YEAR

Current Program

—  —  Senate Annuity Proposal 

— —  House Proposal

*  General fund costs o f 
the Senate and House 
programs are the same 
after 2002, and phase-out 
entirely by 2034.

W hat happens i f  the  p erm anen t f u n d  d ividends are e lim ina ted  
som etim e in the  fu tu r e ?

Under the Senate proposal, permanent fund dividends play a critical role in 
the phase-out of bonus payments. Indeed, if the dividends were eliminated in 1987, 
the result — under the Senate proposal -  would be an indefinite continuation of the 
bonus. In the Senate plan the declining dividend going to those bom in 1923 or later 
is determined by subtracting the maximum possible monthly annuity from $250. 
But what if the maximum possible annuity is zero, as it would be if the dividend 
program were eliminated in 1987? In that case the bonus of those bom in 1923 and 
later would never decline below $250 per month, and no phase-out would occur. 
Costs of the Senate program would then be the same as costs of continuing the 
current program.
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Elimination of the dividends in later years would mean, that the maximum 
possible monthly annuity would grow much more slowly than anticipated, and the 
bonuses received by those bom in 1923 or later would decline more slowly than 
shown in Table 1. As a result, the costs of the Senate plan would be greater than the 
amounts shown in Chart 1 and Appendix A, though still less than the costs of 
continuing the current program.

A ssu m in g  the Sena te  p la n  were adopted, d oesn 't the tie betw een  
the d iv idend  a n d  the  a n n u ity  lo ck  the state into the  d ividend  program  in  
the fu tu r e ?

That argument has been made. As a legal matter, the legislature would remain 
perfectly free to eliminate either the dividend, the bonus program, or both at any 
time it chose. As a practical matter, the connection between the two programs under 
the Senate proposal may make the dividend politically more difficult to eliminate. 
Some see that as a good result, others the opposite.
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APPENDIX A

General Fund Costs of Proposed Bonus Program Alternatives 

------------------ millions of dollars.........................

Costs of
Costs of 
Senate Costs of

Fiscal House Annuity Current
Year Proposal Proposal .Law..

1988 49.3 49.9 49.9
1989 47.7 52.4 52.7
1990 45.5 54.8 55.6
1991 43.3 56.6 58.2
1992 41.1 57.9 60.7
1993 38.9 58.9 63.4
1994 36.7 59.2 65.9
1995 34.6 59.2 68.8
1996 32.5 58.2 71.4
1997 30.3 56.1 73.6
1998 28.2 53.2 76.1
1999 26.1 49.1 78.5
2000 24.1 43.7 81.1
2001 22.1 3 j.8 83.6
2002 20.2 28.2 86.2
2003 18.3 18.3 88.9
2004 16.5 16.5 91.6
2005 14.8* 14.8* 94.9t

♦Annual general fund costs continue declining, and reach zero by about 2034. 
t  Annual general fund costs likely to continue increasing.
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APPENDIX B

Ballot Language For 
Advisory Vote on Longevity 

Bonus Annuity Program

The Fourteenth Alaska State Legislature considered two alternatives to the present 
longevity bonus program. Both were adopted into law, but neither will take effect 
unless the legislature chooses one of them. The legislature has asked for an advisory 
vote of the public on the annuity option which is described below.

The annuity option provides that every ir dividual who reaches age 65 by January 1, 
1988, including those already receiving the bonus, would receive a longevity bonus 
payment of $250 per month. In addition, a person under age 65 on January 1,1988, 
could participate in an optional annuity program by depositing all or part of his or 
her permanent fund dividends in an account held by the state. Upon reaching age 65, 
a person would receive a monthly payment in an amount determinted by how much 
was contributed to the account. The annuity payments would be supplemented with 
declining longevity bonus payments paid for with general funds until the annuity 
accounts were large enough to provide monthly payments of $250 a month.

The second option provides that every individual who is 65 years old by January 1, 
1988, including those already receiving the bonus, will receive a longevity bonus 
payment of $250 per month, but that anybody younger than age 65 by January 1, 
1988, would not be eligible for benefits.

Should the legislature adopt the annuity option?

YES ( ) NO ( )
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APPEN M Tv C

LAWS OF ALASKA

1985

So v rce

CCSSB 56

C h a p tr r  N o .

99

A N  ACT

R ela t ing  to  n lo n gev i ty  bonus; and prov id ing  fo r  nn e f f e c t i v e  
d a te .

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

THE i CT FOLLOWS ON PAGE 1, LINE 9

LNDERLlfCD MATERIAL INDICATES TEXT THAT IS BEING ADDED TO 
T>€ LAW /fC BRACKETED HVTERIAL IN CAPITAL LETTERS INDICATES 
DELETIONS FROM T>£ LAW; COMPLETELY TCW TEXT OR MATERIAL 

REPLACED AfC RE-CNACTED IS IDENTIFIED IN THE INTRODUCTORY 

LINE OF EACH BILL SECTION.

A p p r o v e d  b y  t h e  C o v e r n o r :  J u n e  7. 1 98 5
A c t u a l  E f f e c t i v e  D a t e :  S e c t i o n s  2 - 1 8  t a k e  e f f e c t  o n  t h e

d a t e  t ha t s e c t i o n  1 o f  t h i s  A c t  is r e p e a l e d ;  sect.ion 1 
t a k e s  e f f e c t  o n  t h e  d a t e  t h a t  s e c t i o n s  2 - 18 o f  t h i s  
A c t  a r e  r e p e a l e d ;  s e c t i o n s  19 - 26 t a k e  e f f e c t  J u n e  8,

1965
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Offered: 5/11/85

Origi n a l  sponsors: Ray, Halford,
Bennett, et al

1 IN TH E  S E N A T E  BY TH E  2d C O N F E R E N C E  C O M M I T T E E

2 CONFERENCE CS FOR SENATE B ILL NO. 56

3 IN THE LEGISLATURE OF THE STATE OF A LA S K A

4 FOURTEENTH L E G I S L A T U R E  - FIRST SESSION

5 A  B I L L

6 For an Act entitled: "An Act r e l a t i n g  to a longevity bonus; and p r o v i d i n g

7 for an e f f ective date."

8 BE IT E N A C T E D  B Y  THE LEGISLATURE O F  T H E  STATE OF ALASKA:

9 * Sect i o n  1. AS 47.45.010(a) is amend e d  to read:

10 (a) A pe r s o n  who is 65 years of age on or be f o r e  J a n u a r y  1, 1988

11 [OR O V E R ] , wh o  resides in the state for at least one y ear i mmediately

12 p r e c e d i n g  a p p l i ca t i o n  for a longevity bonus u n d e r  this chap t e r may

13 apply to the commissioner of a d m in i s t r a t i on  for q u a l i f i c a t i o n  to

14 receive a m o n t h l y  bonus of $250 u p o n  reaching age 6 5 .

15 * Sec. 2. AS 43.23.005(c) is a m e n d e d  to read:

16 (c) A  parent, guardian, or o ther a u thorised r e p r e s e n t a t i v e  may

17 c laim a p e rmanent fund d i v i d e n d  on behalf of an u n e m a n c i p a t e d  m i n o r  or

18 on b e h a l f  of an incompetent individual who is e l ig i b l e  to receive a

19 d i v i d e n d  [PAYMENT] under this section.

20 * Sec. 3. A S  43.23.005 is amended by adding a n e w  s u b se c t i o n  to read:

21 (d) A pe r s o n  who is e l i g i b l e to receive a p e rmanent fund divi-

22 dend u n d e r  this section, or who  is authorized to c laim a di v i d e n d  on

23 behalf of another under (c) of this section, may elect to receive the

24 d i v i d e n d  e it h e r  in cash or as an annuity credit. A lt ernatively, a

25 p e r s o n  m a y  elect to receive 25 percent, 50 percent, or 75 percent of

26 the d i v i d e n d  in cash and the rem a in d e r  as an annu i t y  credit. A person

27 who is 65 years of age on or before January 1, 1988 may only receive

28 the p e rmanent fund dividend in c a s h  and may not elect to receive

29 an annu i t y  credit.

-1- CCSSB 56
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* Sec. 4. AS 43.23.015(a) is amended to read:

(a) The c om m i s s i o n e r  shall adopt r egulations under the A d m i n i s­

trative Procedure Act (AS 44.62) e s t a b l i s h i n g  the process for d e­

termining the eligib i li t y  of i ndividuals for permanent fund dividends. 

The commissioner may require an i n dividual to provi d e  proof of e l i­

gibility, and the comm is s i o n e r  m a y  use o t h e r  information available 

from other state depart me n t s  or a g encies to d e t e r m i ne  the eligibility 

of an individual.

* Sec. 5. AS 43.23.015(b) is amen d e d  to read:

(b) The d e partment shall pr e s c r i b e  and furnish an a pplication 

form for claiming a permanent fund dividend. The application must 

c onta i n  a statement of e li g i bility and a c e r t i f i c a t i o n of residency in 

substantially the f o l lowing form:

I certify that

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

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

p r e c e d i n g  the date of this application; or

( ) (name), the individual on w ho s e  behalf I am applying,

is a state resident and has bee n  a state resident for at least six

months immediately pre c e d i ng  the date of this application.

I understand that a false c l ai m  of r e s idency to obtain a p e r m a­

nent fund dividend for my s e lf  or for a n o th e r  is a criminal offense and 

thar if convicted I will forfeit future p e rmanent fund dividends and 

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

b een credited or p a i d  to m e , and any a c c r u e d interest in my annuity 

a c c o u n t . I understand that this pena l t y  is in addition to any c r i m i­

nal penaltie" imposed.

(signature of individual, parent,

CCSSB 56 -2-
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guardian, or other a u thorized 

r e p r e s e n t a t i v e )

* Sec. 6. AS 43.23.015(e) is amen d e d to read:

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

behalf of an individual u n de r  this s e c t i o n , the public agency shall 

elect 100 percent cash under AS 43 . 2 3 .005(d) and hold the d iv i d e n d  in 

trust for the individual. M o n e y  held in trust under this subse c t i on

shall be invested by the c o mm i s s i o n e r  in accordance w i t h  AS 37.10.070.

* Sec. 7. AS 43.23.015(f) is amen d e d to read:

(f) A m inor or an incompetent individual may not m a i n t a i n  a 

claim against the state or an o f f i c e r  o r  employee of the state based

either on the manner in w h i c h  the parent, guardian, or a u t h o r iz e d

representative other than a public agency of the state m a n a g e d  or 

d i s p os e d  of permanent fund d i vidends received on behalf of the m i n o r  

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

behalf under AS 43.23.005(d) [INDIVIDUAL].

* Sec. 8. AS 43.23.015 is amended by adding a new s u b s e c ti o n  to read:

(i) The permanent fund d i v i d e n d  a p p l i c a t i o n form shall be p r e­

pared to allow an applicant, o ther than a pe r s o n  who is exempt under 

AS 47.45.015(b), to elect to receive the dividend e i t h e r  in cash or as 

an annuity credit.

* Sec. 9. AS 43.23.035 is amended to read:

Sec. 43.23.035. PENALTIES A N D  ENFORCEMENT. (a) In additi o n  to 

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

c o nvicted of a crime in c o n n e c t i o n  wit h  a false statement made in a 

c e r t ification required u nder AS 43.23.015, and the conv i c t i o n  is not 

reversed, that individual forfeits all permanent fund dividends c r e d­

ited or p a i d , together w ith any interest credited to that i n d i v i d u a l’s 

annuity account and is not e l i gible for a future permanent fund divi-

-3- CCSSE 56
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1 dend.

2 (b) If the commissioner d etermines that a cash [PERMANENT FUND]

3 d i v idend should not have b e e n  clai me d  by or p aid to an individual, the

4 com m i s si o n e r  may use all c o l l e c t i o n  proce d u r e s or remedies a v a ilable

5 for c ollection of taxes under this title to reco v e r the payment of a

6 permanent fund dividend that was i mproperly made. A notice of an

7 improperly paid dividend must be sent to the individual w i t h i n  10

8 years a fter the improper payment. If notice is not sent w i t h i n  the

9 10-year period, proceedings may not be commenced in court for recovery

10 of the improper payment.

11 * Sec. 10. AS 43.23.035 is amen d e d  by adding a new subsection to read:

12 (c) If the commissioner d etermines that a permanent fund divi-

13 dend should not have b een c r e d i t e d  to an individual's annuity account,

14 the commissioner may, after no t i c e  and o p p o rtunity for hearing, direct

15 the commissioner of a d m i n i s t r a t i o n  to debit the individual's annuity

16 account for the amount wron g l y  credited. If the credit is the fault

17 of the individual, the debit must be made w i t h i n  10 years. If the

18 credit is the fault of the state, the debit must be made wi t hi n  three

19 years.

20 * Sec. 11. AS 43.23.055 is amended to read:

21 Sec. 43.23.055. DUTIES OF T H E  DEPARTMENT. The department shall

22 (1) annually make p a y m en t s  to individuals who elect to

23 receive cash under AS 4 3 . 2 3 .005(d) [PAY PER MA N E N T  FUND DIVIDENDS FROM

24 THE D I V I D E N D  FUND];

25 (2) adopt r egulations u n d e r  the Administrative P rocedure

26 Act (AS 44.62) that e s t a bl i s h  pr ocedures and time limits for claiming

27 a permanent fund dividend or for electing an annuity c r e d i t ; the de-

28 partment shall set the time limit for applications for permanent fund

29 dividends so that the n u m b e r  of eligible applicants is d e t e r m i n ed  by

20



1 October 1 of the year for w h i c h  the d i v i d e n d  is d ec l a r e d  and p e r manent

2 fund dividends for a year are p a i d  bef o r e  April 30 of the y e a r  follow-

3 ing that year;

4 (3) adopt regulations u n d e r  the A d m i n i s t r a t iv e  Pro ce d u r e

5 Act (AS 44.62) that e s t ablish p r o c e d u r e s  and time limits for a n  indi-

6 vidual upon emancipation or u p o n  r e a c h i n g  major it y  to apply for perma-

7 nent fund dividends not credited or re c e i v e d  during m i n o r i t y  because

8 the parent, guardian, or o ther a u t h o r i z e d  representative did not apply

9 on behalf of the individual; [AND]

10 (4) assist residents of the state, part i c u l a r ly  in rural

11 areas, who because of language, d isability, or inac c e ss i b i l i t y  to

12 public transportation need a ssistance to e st ablish e ligibility and to

13 apply for permanent fund d i v i d e n d s ; and

14 (5) provide the c o m m i ss i o n e r  of adminis t ra t i o n  w i t h  infor-

15 mat i o n  necessary to m a i n t ai n  i ndividual annuity account records and

16 administer the annuity p r o g r a m .

17 * Sec. 12. AS 43.23.065 is amended to read:

18 Sec. 43.23.065. E X EMPTION OF P E R M A NE N T  FUND DIVIDENDS. Fifty

19 percent of a cash [THE ANNUAL] p e r m a n e nt  fund dividend payment [PAY-

20 ABLE TO AN INDIVIDUAL] is exempt from levy, execution, garnishment,

21 attachment, or any other remedy for the c ollection of debt. This

22 exemption applies to an eligible i n d iv idual's permanent fund d i v idend

23 both before and after payment is made to the individual. A n  exe m p t i on

24 is not available under this section for cash permanent fund d iv i d e n d

25 payments [DIVIDENDS] taken to satisfy (1) child support obligations

26 required by court order or d e c i s i o n  of the child support enforcement

27 agency under AS 47.23.140 - 47.23.220; (2) a debt owed by an eligible

28 individual to an agency of the state, unless the debt is con te s t e d  and

29 an appeal is pending, or the time limit for filing an appeal has not

21



1 e x p i r e d ; or (3) court orde r ed  restit u t i o n u nder AS 12.55.045 - 12.55.-

2 051 or 1 2 . 5 5 . 1 0 0 . A child support oblig a t i o n  u nd e r  (1) of this sec-

3 tion has priority over a debt owed to an agency of the state, and a

4 permanent fund dividend m a y  not be taken to satisfy a debt u n d e r  (2)

5 of this section until any p o r t i o n  of the di v idend nec e s s a r y  to satisfy

6 a child support obli g a t i o n  has be e n  taken.

7 * Sec. 13. AS 43.23.065 is amended by adding new s ubsections to read:

8 (b) The department shall require an individual to take 100

9 percent of the permanent fund divid e n d in cash if the department

10 receives a levy, execution, garnishment, attachment or other legal

11 remedy for the colle c t i o n  of a past due debt des c r i b e d  in (a)(1) or

12 (2) of this section.

13 (c) The courts of this state may, as a c o ndition of any civil

14 judgment or restitution o r d e r  u n d er  AS 12.55.045 - 12.55.051 or 12.-

15 55.100, require the d e fendant to take the defendant's permanent fund

16 d i v i d en d  in cash.

17 * Sec. 14. AS 43.23.075 is amended to read:

18 Sec. 43.23.075. E L I G I B I L I T Y  FOR  PUBLIC ASSISTANCE. (a) In

19 d e t e r m i n i n g  the e ligibility of an individual u n d e r  a p ub l i c  assistance

20 p r o g r a m  a d m i n istered by the Depar tm e n t  of H e a l t h  and Social Services

21 in w h i c h  eligibility for assis t a n c e  is based on financial need, the

22 D epartment of Health and Social Services may not consider a permanent

23 fund di v idend as income or resources received by the recipient of

24 public assistance or by a m e m b e r  of the recipient's h o u s e h o l d  unless

25 required to do so by federal law or regulation. The D epartment of

26 He al t h  and Social Services shall notify all r e cipients of public

27 assistance of the effects of [RECEIVING] a permanent fund dividend

28 credit or cash p a y m e n t .

29 (b) An individual w h o  is denied medical assistance u nd e r  42

22



U.S.C. 1396 - 1396p (Social S e c urity Act, Title XIX) solely because of 

the credit or receipt of a pe rm a n e n t  fund dividend by the individual 

or by a me m b er  of the indi v i d u al ' s  h o u s e h o l d is eligible for state- 

funded medical a s si s t a n c e  u n d e r  the general relief assistance p r o g r a m  

(AS 47.25.120 - 47.25.300). The individual is entitled to receive, 

for a period not to ex c ee d  four months, the same level of medi ca l  

assistance as the indiv i d u a l  w o u l d  hov e received u n d e r  42 U.S.C. 

1396 - 1396p (Social S e c u r i t y  Act, T itle XIX) had there bee n no p e r m a­

nent fund dividend program.

(c) A n  i n dividual w h o  is d e n i e d  assistance solely because p e r m a­

nent fund dividends c r e d i t e d  to o r  received by the individual or by a 

me m b e r  of the i n d i v idual's h o u s e h o l d  are counted as income or r e­

sources u nder federal law o r  r e g u l a t i o n  is eligible for cash a s s i s­

tance under the gener a l  relief a s sistance program (AS 4 7 . 2 5 . 1 2 0  - 

47.25.300). N o t w i t h s t a n d i n g  the limit in AS 47.25.130, the individual 

is entitled to receive, for a pe r io d  not to exceed four months, the

same amount as the i ndividual w o u l d  have received under o ther public

assistance programs h a d  there b e e n  no permanent fund d i v i d en d  program. 

Sec. 15. AS 4 3 . 2 3 . 0 9 5 ( 6 ) is repealed and reenacted to read:

(6) "permanent fund d i v idend" means a credit to an annuity 

account or a c ash paym e n t u n d e r  this chapter;

Sec. 16. AS 43.23 is amen d e d  by adding new sections to read:

A R T I C L E  2. A N N U I T Y  PROGRAM.

Sec. 43.23.110. A N N U I T Y  I N V E S T M E N T  F U N T . (a) The annuity

investment fund is e s t a b l i sh e d  as a separate fund in the state t r e a­

sury. The annuity investment fund consists of money tr a n s f e rr e d  from 

the dividend fund a n d  income earn e d  by the annuity investment fund. 

Notw i t h st a n d i n g  AS 37.13.145, an amount equal to the permanent fund 

dividends taken as annuity credits u n de r  this chapter shall be a n n u a l­

-7- CCSSB 56
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ly transf e rr e d  from the dividend fund to the annuity investment fund.

(b) Money in the annuity investment fund shall be invested by 

the c o m m i s s i o n e r  of revenue in investments auth o r i z e d u n d e r  AS 39.- 

35.110. The commissioner of a d m i n i s t r a t i o n  shall credit the net 

income of the annuity investment fund to the individual annuity 

a c c o u n t s .

(c) The legislature may a n n u a l l y  approp r i a t e  to the Department 

of A d m i n i s t r a t i o n  an amount sufficient to pay m o n t hl y  annuity payments 

for the subsequent fiscal year u n d e r  AS 4 3 .23.130 from the annuity 

investment fund. Funds appropriated u n d er  this s u b se c t i o n  shall be 

t r a n s f e r r e d from the annuity in vestment fund to the Department of 

A d m i n i s t r a t i o n  in order to meet the current demands of the annuity 

program.

(d) The legislature may a n n u a l ly  ap p r o pr i a t e  from the annuity 

investment fund an amount sufficient to a d m i ni s t e r  the annuity p r o­

gram. Any  costs of administration funded u nd e r  this subse c t i o n  shall 

be a llocated e qu itably among all indiv i d u a l  annuity accounts.

(e) N o t w i t h s ta n d i n g  AS 39. 35 . 1 1 0  or (b) of this section, the 

c o m m is s i o n e r  of revenue may invest all or part of the annuity i n v e s t­

ment fund in commercial insurance contracts p u r c h as e d  from insurance 

companies that have a B e s t’s policyholders' rating of A or better and 

b e l o ng  to Best's financial size G r o u p  XV at the time of purchase.

Sec. 43.23.120. ANNUITY PROGRAM. (a) The annuity program is 

a dmin i s t e r e d  by the commissioner of administration. The commissioner 

of a d m i n i s t r a t i o n  shall adopt r egulations ne cessary to implement the 

a nnuity program.

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

i ndividual annu i t y  accounts and make annuity payments u n d er  AS 43.23.-

CCSSB 56 -8-
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Sec. 43.23.130. P A YM E N T  OF ANNUITIES. (a) A n  individual w i t h  

one or more annuity credits nay receive an annuity u p o n  r e a ching the 

age of 65.

(b) An annuity u n d e r  this s e c ti o n  is a m o nt h l y  payment b ased

up o n  the principal and a c c r u e d  interest in the person's annu i t y 

account. An annuity shall be p a i d  as a straight life annu i t y or o t h e r

payment plan author i z e d  by the co m m issioner of the Depar t m e n t of

Administration. The size of the annuity may not v ary on account of 

the individual's sex.

(c) A n  individual n e e d  not be a resident of the state to be

eligible to received an a n nu i t y  payment from the i nd i v idual's account.

(d) Except as p ro v i d e d  in (b) and (e) of this section, an a n n u­

ity account may not be assigned, sold, o r  otherwise t r a n s f e r r e d  from 

one individual to another.

(e) If a pe r so n  elects to credit a permanent fund d i v i d e n d  to an 

annuity account in a p a r t i c u l a r year, that person may m ake a n  i r r e v o­

cable choice regarding d e a t h  benef i t s  w i t h  respect to that credit. If 

a person dies before age 65 a n d  that p e r s o n  has s e lected d e a t h  b e n e­

fits in at least one year, a lump sum payment shall, subject to a p p r o­

priation, be paid to the s u r v i v i ng  spouse by right of sur vi v o r s h i p  

unless a different b e n e f i c i a r y  w a s  designated. Wh e n  no spouse s u r­

vives and no b eneficiary is designated, the lump sum shall be paid to 

the decedent's estate. The lump sum payment includes all d i v idends 

credited to the person's a n n u it y  account in years in w h i c h  d e a t h  

benefits were selected and interest o n  those dividends. Dividends

credited to a person's annuity account in years for w h i c h  d e a t h  b e n e­

fits were not selected and interest on those dividends shall, if the

person dies before age 65, be d i s t r i b u t e d  equitably a mong the annuity

accounts of all individuals for w h i c h  d eath benefits were not select-

-9- CCSSB 56
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1 e d .

2 (f) An individual does not receive a ve s t e d  property right in an

3 annuity payment until that payment is made. N o t w i t hs t a n d i n g  this

4 section, the state is not obligated to provide annuity p a y m e n t s for

5 annuity credits granted under AS 43.23.005.

6 * Sec. 17. AS 47.45.010(a) is amended to read:

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

8 state for at least one y e a r  immediately p r e ce d i n g  ap p l i c a ti o n  for a

9 longevity bonus u n d e r  this chapter may apply to the c o m m i s s i o n e r  of

10 ad m i n i st r a t i o n  for q u a l i f ic a t i o n  to receive a mont hl y  bonus [OF $250].

11 * Sec. 18. AS 47.45 is amended by adding a ne w  section to read:

12 Sec. 47.45.015. AM O UN T  OF BONUS. (a) Except as p r o v i d ed  in (b)

13 of this section, the monthly longevity bonus is equal to $250, minus

14 the m a x im u m  p os sible straight life annuity for a person 65 years of

15 age u nder the annuity program (AS 43.23.110 * 43.23.130), as deter-

16 mined by the c o m m is s i o n e r  of administration.

17 (b) A person who is 65 years of age on or before Janu a r y  1,

18 1988, is entitled to the full longevity bonus payment without reduc-

19 tion for the annuity program.

20 * Sec. 19. AS 47. 4 5 . 0 3 0  is amended to read:

21 Sec. 47.45.030. ABSENCE FROM T H E  STATE. After qualification, a

22 recipient shall not i fy  the commissioner of ad m i n is t r a t i o n  w h e n  the

23 recipient expects to be absent from the state if the absence is for a

24 continuous period that exceeds 30 days. A ft e r  that notification, the

25 recipient may no longer receive bonuses from the Department of Admin*

26 istration after the last regularly approved monthly application. Upon

27 returning to the state, the recipient may a gain make a p p l ic a t i o n  for a

28 bonus. W h e never the absence is for a continuous period that exceeds 90

29 [180] days the recipient shall be disq ua l i f i e d  from receiving bonuses

CCSSB 56 *10*
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for the next 12 calendar mo n th s  after returning to the state. However, 

w h e n  the c o m m i s s i o n er  of a d m i n i s t r a t i o n  d etermines a pe r i o d  of absence 

is beyond the control of the recipient, the recipient ma y  not be 

d i s q u a l i f i e d  if the recipient still otherwise qua l if i e s  u p o n  returning 

to the state. Continual absences from the state, e v e n  though 

reported, and failure to n o t i f y  the c o m mi s s i o n e r  of an expected 

absence may be grounds for disqualification.

Sec. 20. AS 4 7 . 45.070 is a m e n d e d  to read:

Sec. 47.45.070. U N Q U A L I F I E D  PERSONS. A n  u n q u a l i f i e d  p e r s o n  is 

one who

(1) does not meet the age or r e sidence requ i r e m e nt s  as

p r o v id e d  for u n d er  this chapter;

(2) meets the age and residence requirements of this c h a p­

ter but ei t he r  is confined in a state or federal mental h e a l t h  i n s t i­

tution or facility and is cer t i f ie d  by the state as unable to ma n ag e  

p ersonal a f f a i r s , or resides in a nurs i n g  home as that term is d e f i n e d  

in AS 0 8 . 7 0 . 1 8 0 ; however, if that person, at the time of commitment or 

commencement of r e s i d e n c e , p r o v i d e d  the principal support of a spouse, 

the comm i ss i o n e r  of a d m i n i s t r a t i o n  m a y  d e t ermine to pay the confined 

p e r s o n’s bonus to the pe r son's spouse until the spouse is qua l i f ie d  

for a bonus;

(3) is otherwise q u a l i f i e d  but c o n f i n e d  in a penal or

correctional institution or facility; upon c o m p le t i o n  of sentence or

u pon the conferral of a pardon, parole or probation, the p e r s o n  may

make application; confinement outside the state shall be c o n s i d e r e d as

residence in the state if a p e r s o n  was convicted and se n t e n c ed  from a 

court in Alaska; r evocation of parole or pro b a t i o n  shall be cause for 

immediate d i s q u a l i f i ca t i o n  until release from confinement is again 

effected;
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1 (4) v o l u n t a r i l y leaves the state and remains absent from

2 the state for a continuous period of m o — » t han 90 [180] days.

3 * Sec. 21. AS 47.45 is amended by adding a n e w  section to read:

4 Sec. 47.45.122. ELIGIBILITY FOR PUB L IC  ASSISTANCE. (a) An

5 individual whose public assistance is denied or reduced solely because

6 of the receipt of a bonus under this chapt e r  by the individual or by a

7 m e m b e r  of the individual's household is eligible for assistance under

8 the general relief assistance p r o g r a m  in AS 47.25.120 - 47.25.300.

9 N o t w i t h s t a n d i n g  the limit in AS 47.25.130, the individual is entitled

10 to receive the same amount as the individual w o ul d  have received under

11 other public assis t a n c e  programs ha d  the individual not received a

12 longevity bonus.

13 (b) In this section "other public a ss i s t a n c e " means

14 (1) Su p p l emental Security Income (42 U.S.C. 1381 - 1385);

15 (2) M e d i c a i d  (42 U.S.C. 1396 - 1396p); and

16 (3) Adult Public Assistance (AS 47.2 5 . 4 3 0  - 47.25.615).

17 * Sec. 22. The lieutenant governor shall place before the q u a lified

18 vot e r s  of the state at the next general e l e c t i on  the following question,

19 advisory to the legislature. The question shall appear on the ballot in

20 s u b s t a n t ia l l y  the fol l ow i n g  form:

21 Q U E S T I O N

22 U n d e r  le g is l a t i o n  proposed in 1985, only individuals who turn

23 65 on or before January 1, 1988, who hav e  lived in Alaska

24 for at least one year, will be e n t i t l e d  to receive an Alaska

25 longevity bonus of $250 a month.

26 The legislature is considering a p r o g r a m  that would allow

27 younger A l a skans to use all or part of their permanent fund

28 dividend to purchase an annuity that they will receive when

29 they turn 65, since they will l.o longer receive the full
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