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Alaska State Legislature
HOUSE OF REPRESENTATIVES

Official Business SF;(t) gox,tvl
HOUSE STATE AFFAIRS COMMITTEE Juneat Aaska Jog11

May 7, 1992

The Honorable Ben Grussendorf _
Speaker of the House of Representatives

Alaska State Legislature
Juneau, AK 99811

Dear Mr. Speaker,

The House State Affairs Committee has considered the appointment
of Marjorie A O'Reilly to the position of Commissioner of the

Alaska Public Offices Commission.

The following members recommend as follows:

Do Recommend Do Not Recommend t ReSnmend Lon

Sincerely,

(*-Representative Gene Kubina, Chairman
House State Affairs Committee






Alaska State Legislature
HOUSE OF REPF@ESENTATI.\/ES
House State Affairs Committee

Official Business P.O. Box V
State Capitol

Juneau, Alaska 99811

May 13. 1991

The Honorable Ben Grussendorf
Speaker of the House of Representatives
Alaska State Legislature

Juneau, Alaska 99811

Dear Mr. Speaker:

The House State Affairs Committee has considered the appointment of Eleanor
Andrews to the Personnel Board.

The following members were present and recommend as follows:

D<? Recommend

Sincerely:

Representative G6ne Kubina. Chair
House State Affairs Committee
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State Oor Alaska
Cmet 0r the qovciino*
Jokaau

August 6, 1990

Ms. Eleanor Andrews
P.O. Box 201947
Anchorage, AK 99520-1947

Dear Eleanor,

| am pleased to a%oint you to th© Personnel Board for a
term ending June 20, 1992. rieaso know that aa you accept
this officral ?osm_on with my administration you will
contribute to the citizens of Alaska in an important way.

As required by Alaska statute, the enclosed oath of office
form must be notarized, signed, and returned. Please send
it to Penny Foremo, Special Staff Assistant, Boards and
Commissions, P.O. Box A, Juneau, AK 99811. Upon receipt of
the completed form, you will be authorized to exercise the
powers and perform the duties of your office pending confir-
mation by the Legislature.

The Alaska Public Offices Commission will send you a Con-
flict of Interest Statement, which must be completed and
filed within 30 days of your appointment.

In addition, we have enclosed an optional Equal Opportunity
Survey that we would appreciate having returned with the
oath of office if you choose to fill 1t out. This informa-
tion is kept confidential and used for statistical analysis
of boards and commissions appointments.

Enclosed is an identification card to facilitate your travel
as a board member. Please use these card privileges only
during official state business. If you should resign your
appointment before your term expires, please return the card
to my Boards and Commissions Office.

In advance, thanks for your time, effort, and good work.

We Alaskans appreciate your forthcoming and important
contribution.

Enclosures

«91-05-10 15:06 TwE PNDREUS GROUP < W > 979-5957 0 Tvn
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STATE OF ALASKA
OATH OF OFFICE

I, Eleanor Andrews, do solemnly awear (or affirm) that I
will support and defend the Constitution of the United

States, and the Constitution of the State of Alaska, and
that | will faithfully discharge ny duties as a member of

the Personnel Board to the best of my ability.

Subscribed and sworn to before ne this day oOf

(SEAL)

NOTE: Pursuant to AS 09.63.010, this oath may be
administered by a justice, judge, or magistrate of
a court; a clerk or deputy clerk of a court; a
notary public; a U.S. postmasterj or a commissioned
officer under AS 09.63.050.



BOARDS & COMMISSIO

NAVE S. J. Buckalew, Jr. AUG2 0 190

HOVE ADDRESS 3124 Antioch Circle q
Anchorage, Alaska 9950,07

DATE AND PLACE OF BIRTH December 6, 1920 — Dallas Texas
Alaska resident since April, 1950

MARRIED: Spouse: Marcy Buckalew. Children: Seaborn J. Buckalew, 111
and Robert J. Buckalew

EDUCATION:

1938-1942 Texas ABM College, now Texas ASM University - BA Degree
John B. Stetson University - JD Degree - June 6, 1949
Air War College - 1972

EMPLOYMENT BACKGROUND:

1952-1953 Assistant U.S. Attorney; United States Attorney, Third
Judicial District, Anchorage, Alaska

November 19&|33-|ganuary 1971 - Private practice of law, Anchorage,
Alaska

January 1971-July 1973 - District Attorney, Third Judicial District,
Anchorage, Alaska _

July 9, 1973-July 31, 1988 - Superior Court Judge, Anchorage, Alaska

(Retired July 31, 1988)

ELECTED OFFICES HELD: o _
1955-1957 - Member, Territorial House of Representatives

1956 - Delegate, Alaska Constitutional Convention

1960 - Member of the First State Senate

Fraternal or service organization membership: American Bar Association
Florida Bar
Alaska Bar

ADDITIONAI. COMVENTS CR INFORMATION

Member of Army of The United States - 1942-1946

Active Duty - Korean conflict _

Retired Alaska National Guard July 7, 1973 after 31 years total service,
active, reserve and National Guard

Graduate Officer Candidate School - Air War College



WAA.TER J. HICKEL

StatK or" A uska
OFFICE OF THC (invtnMOn

JUNTHIAU

April 25, 1991

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:
The name of Seaborn Buckalew is hereby withdrawn from the
February 19, 1991 request for legislative confirmation
to the position noted below:
Personnel Board:
Buckalew, Judge Seaborn - Anchorage
Term began 7/11/90 expires 6/20/96

Sincerely,

cc: House Judiciary Committee
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April 25, 1991

The Honorable Patrick M. Rodey
Alaska State Senator

P.0O. Box V

Juneau, AK 99811

Dear Senator Rodey:

Governor Hickel has withdrawn his request for legislative
confirmation of Seaborn Buckalew to the Personnel Board.

Our past assessment of Judge Buckalew still stands, however,
prevailing circumstances necessitate this change.

We appreciate our previous communications with you and
wanted to let you know personally.

Best regards,

Don Tanner
Director



Patrick M. Rodey &lafflta & tatc legislature till C. St.,Suite 510
Arulior.iKi', Alaska 99503

(907) 561 iui3

Dulltlg Si'jilmi;
RO. It,»V
Jreau, Aleda 911
(907)465-379)

March 6, 1991 Senate

Representative Gene Kubina
State Capitol
Juneau, Alaska 99811

Dear Representative Kubina:

Thank you for providing a copy of your letter to Governor Hickel expressing
concern regarding the screening protocol for selecting appointees to
various state boards and commissions.

I ai)preciate your desire to be reasonably informed as to a nominee's
qualifications to serve on a particular board or commission. While | do
not know Mr. John Alleman, a,opointed to the Human Rights Commission,
and referenced in your letter, | am very well acquainted with Mr. Seaborn
J. Buckalew, Jr., nominated to the State Personnel Board, also mentioned
in your letter to the Governor,

I've known Seaborn Buckalew personally for many years and b?/ reputation
for the more than 40 years he and his family have lived in Alaska. My
parents spoke of Mr. Buckalew in a manner one's parents often use when
trying to identify community role models for their children.

Buckalew is highly regarded by people from all walks of life. He served
two terms in the Territorial Legislature, 1955-1958, and was appointed
to fill a senate vacancy in the First State Legislature, 1959-1960. He is a
distinguished attorney and enjoyed an excellent reButation during his
tenure on the bench. ~ His life has been one of great public service.

| believe Alaskans are very fortunate to have a person of Seaborn
Buckalew’s stature willing to serve on the State Personnel Board.

PATRICK M. RODEY
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~Article 111, section 26 of the Alaska Constitution provides that mernben of boards or commissions
that arc *at the head of a principal department or a regulatory or quasi-judicial agency* miy only *be
removed as provided by law.*

~‘Provided by law* means as provided by the legislature. Article XlI, section 11, Alaska Constitution.
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I' These new appointments will, of course, be subject to confirmation at the next regular session of
the legislature.






Alaska State Legislature

HOUSE OF REPRESENTATIVES

Official Busin*.'? P.O. Box V
State Capitol
HOUSE STATE AFFAIRS COMMITTEE Juneau, Alaska 99811
May 7, 1992

The Honorable Ben Grussendorf

Speaker of the House of Representatives

Alaska State Legislature

Juneau, AK 99811

Dear Mr. Speaker,

The House State Affairs Committee has considered the appointment
of Sandra Stillion to the position of Commissioner of the Alaska
Public Offices Commission.

The following members recommend as follows:

Do Recommend Do Not Recommend No Recommendation

tU X . Us.

Sincerely,

0"Rdppcesserittnttive Geme Kubina, Chairman
House Stato Affairs Committee






Alaska State Legislature

HOUSE OF REPRESENTATIVES

0, Box V

State Capitol
HOUSE STATE AFFAIRS COMMITTEE Juneau, Alaska 99811

Official Business

May 7, 1992

Ilhe Honorable Ben Grussendorf

Speaker of the House of Representatives
Alaska State Legislature

Juneau, AK 99811

Dear Mr. Speaker,

The House State Affairs Committee has considered the appointment
of Nancy Bear Usera to the position of Commissioner of

Administration.
The following members recommend as follows:

Do Recommend Do Not Recommend No Recommendation

Sincerely,

Representative Gene Kubina, Chairman
House State Affairs Committee



Alaska State Legislature

HOUSE OF REPRESENTATIVES

I»,(). Box V

Stale Capitol
HOUSE STATE AFFAIRS COMMITTEE Juneau, Alaska 99811

Official Business

May 7, 1992
The Honorable Ben Grussendorf
Speaker of the House of Representatives

Alaska State Legislature
Juneau, AK 99811

Dear Mr. Speaker,

The House State Affairs Committee has considered the appointment
of Nancy Bear Usera to the position of Lieutenant Governor, if the
Office of Lieutenant Governor becomes vacant.

The following members recommend as follows:

Do Recommend Do Not Recommend No Recommendation

Sincerely,

representative Gene Kubina, Chairman
House State Affairs Committee



WALTER J. HICKEL, GOVERNOR

/
DEPARTMENT OF ADMINISTRATION / P.O BOX 110200
JUNEAU. ALASKA 903110200
/ PHONE ~ (907) 465 2200
OFFICE OF THE COMMISSIONER | FAX:  (007) 465-2135
April 2, 1992
The Honorable Gene Kubina, Chairman
State Affairs Committee
House of Representatives
State Capitol
Juneau, AK 99801-1182
Dear Representative Kubina:
When | was before the State Affairs Committee last week, a couple
of gquestions were posed in connection with the committee's
discussions or. succession. Specifically, the committee was

interested i i knowing whether or not the State has a written
policy concerning the Governor and Lieutenant Governor traveling
together on the same plane, and what the third order of succession
would be if the Governor, Lieutenant Governor, and Governor's
designee were killed in a common accident or other disaster.
In looking into these areas, | find that there is no written
policy on the Governor's air travel. However, my understanding is
that, in practice, Alaska's Governors and Lieutenant Governors
historically have attempted to avoid traveling on the same plane;
and that on the rare occasions where it has occurred, it has
generally been inadvertant.
With respect to the third order of succession, the Department of
Law advises that neither the Constitution or Alaska law address
the question of succession to the office of the Governor if the
Governor had named a single successor and that individual, the
Governor, and Lieutenant Governor died simultaneously.
Accordingly, absent any other designations by the Governor, my
understanding is that the legislature or the courts would be
required to address the matter.
Thank you again for the opportunity to appear before the State
Affairs Committee. If additional information or clarification s
needed, please let me know.
NBU/nI
cc: Paul Fuhs

Legislative Liaison

Office of the Governor



January 23, 1992

The Honorable Ben Grussendorf
SPeaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Grussendorf:

In accordance with. A% 39.?5.080 and Articl«f Il Sections 25 and 26 of the Alaska
Constitution, | submit the following names for legislative confirmation of appointment to

the positions noted:

COMMISSIONER. DEPARTMENT OF ADMINISTRATION
Nancy Bear Usera

COMMISSIONER. DEPARTMENT OF REVENUE
Darrel J. Rexwinkel

In accorﬂancF with AS 44.19.040_aind_ Article Ill Section 13 of the. Alaska gonstitution, |
submit the following name for legislation confirmation to the position noted:

LIEUTENANT GOVERNOR. IF THE OFFICE
OF LIEUTENANT GOVERNOR BECOMES VACANT

Nancy Bear Usera

The resumes for these a i)ointments have been submitted to the offices of the Senate
Secretary and the Chief Clerk of the House.

Sincerely,
S/S Walter J. Hickel

Walter J. Hickel
Governor
WIH. iab:KkI 0109



NANCY BEAR USERA
105 Spruce Street
Juneau, AK 99801
(907) 463-3083 (h)
(907) 465-2200 (w)

EMPLOYMENT HISTORY:

10/91 to present Commissioner, Department of Administration, State of Alaska.

17191 to

1984 to

1981

1977

1972

1969

Maintaining interdepartmental management and liaison in
matters of finance, personnel, labor relations, procurement,
data processing, risk management, and retirement and
benefits programs. The department also administers the
State's telecommunications, pioneers' home3, longevity
bonus, and municipal grant programs.

10/91 Commissioner, Department of Labor, State of Alaska.
Oversight of State employment service, unemployment
insurance, workers' compensation, and labor relations
programs. Oversight of enforcement of laws and regulations
dealing with job safety; hours of work; wages; work
conditions; and the collection and analysis of labor and
population statistics.

1/91 President/CEO, Alaska Credit Union League and Affiliates, a
trade association representing all of Alaska's 3tate and
federally chartered credit unions.

1984 President, U2, Inc., a consulting firm specializing in
legislative advocacy, conference management, volunteer

management, and fund raising.

1981 Project Consultant, Credit Union National Association,
Washington, D.C.

1977 Vice President, William S. Bergman Associates, Inc.,
Washington, D.C., a multiple association management firm
representing national trade and professional associations.

1972 Executive Assistant, Campaigns USA, Inc., Washington, D.C.,
a firm specializing in public relations, legislative
advocacy, fund raising, campaign and management services.

PROFESSIONAL  AFFILIATIONS:

Board Member, Alaska Housing Finance Corporation
Board Member, Alaska Permanent Fund Corporation

Member,
Member,
Member,

State Bond Committee
Student Loan Corporation
Women Executives in State Government

Board Member, Credit Union National Association and Affiliates

Member,
Member,
Member,
Membor,
Member,
Membor,
Member,
Membor,

Association of Credit Union League Executives

CUNA Governmental Affairs Committee

ACULE NCUA Structure Task Force

ACULE Legislative Response Task Force (1990)

CUNA Federal Legislative/Regulatory Subcommittee (1988)
ACULE, League Services Delivery Committee (1988)

CUNA Human Resource Development Committee (1987)

ACULE League Services Development Committee (1986)



Nancy Bear Usera

CMC  AFHUATIONS:

Board Member, Commonwealth North, an Alaska leadership public policy forum

Member, Commonwealth North, Committee on Federal/State Relations

Member, Commonwealth North, Community Education Committee

Co-Author, Going Up..In Flames, the Promises of Alaska Statehood

Board Member, Anchorage Economic Development Corporation

Member, Legislative Committee, AEDC

Chairman and Member, Anchorage Municipal Budget Advisory Commission (1983-89)

Subcommittee Chairman for Cost Containment, Mayor's Task Force on Fiscal
Policy (1988)

Treasurer, Anchorage Parent Teacher Association (1984-85)

Board Member, Council of Community School Associations (1982-84)

President,"Huffman Elementary School Parent Teacher Association (1982-34)

PERSONAL DATA:

Attended Virginia Polytechnic Institute and State University
Licensed insurance agent, life/health and casualty/property
Birth Date: October 9, 1949

Marital 3tatus: Divorced with three children

Health: Excellent



PERS NEW SBREAK

Alaska Public Employees’
Retirement System

rJancy Bear

Comm

Commissioner Nancy Bear
Usera comes to the Department
of Administration from the
Dcpartmentof Labor, where she
had been Commissioner since
January 1991. She was the first
woman to hold the post of
Commissioner of Labor.

Prior to her appointment
to Labor by Governor Hickel,
Commissioner Usera served as
President of the Alaska Credit
Union League, a trade associa-
tion which represents all of
Alaska’s state and federally
charteredcrcditunions. She had
beenwith the Anchorage based
league since 1984.

Originally from Washington,
D.C., Usera was vice president
ofamanagement/lobbying firm
representing special interest

Usera

issioner

national trade associations
before Congress and federal
regulatory agencies.

She has three boys -
Michael, age 1*. James, 13,
and Phillip. 11. who reside
with her in Juneau.

January 1992



POSSIBLE DISCUSSION ITEMS

1. Should the longevity bonus program be needs based?

2. Why was the one year residency requirement added to the
longevity bonus program? Was it not intended originally to benefit
the old-timers, The Courts ruled that a longer time requirement

was unconstitutional.

3. If the general fund is wunable to sustain the expenditure for
the program, what are some alternatives?

4. Should the age requirement be raised?

5. Should the amount be changed?

EaE SRR b e e b b b e b b b e o o b b b b o b e b b e S e S I S b S i R I e b b S S i e b b e o S e i i e
ADDITIONAL INFO ON OPAG STUDY

OPAG is compiling current information on the impact of retirees on

the Alaskan economy to update their April, L991 study. It appears
that the $635,349,865. figure will increase by 3 to 4 percent.
This figure does not include retirees* income from the Permanent

Fund Dividend, the Longevity Bonus Program, or the property tax
exemption.
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Alaska State Legislature

State Affairs Committee

committee name
Longevity Bonus dated April I, 1991

bill/subject

Please enter Into the record my testimony to the

committee on

Mr. Chairman -

| believe the longevity bonus payments should be dis-
continued, immediately.

If existing safety nets for persons over 65 years of age
are inadequate to provide shelter, food and essential medical
care for a number of people, then surely old age assistance, etc.
could be beefed up in those cases.

| particularly resent references to seniors as having
"earned" a bonus, because of "building Alaska". Whatever our reasons
for coming and staying, we were neither improvident nor shiftless,
and we certainly did not expect this or any other generation to
'‘pay" us for having been fortunate enough to come here. It is most
offensive to hear such "justifications" being advanced for the

paying of the longevity bonus.

| am 66 years old and | receive the bonus; | pass it on
in charitable contributions. | came to Alaska in 1948 and | have
enjoyed living and working here, except for moments such as this
when | see it as my duty to s ‘p .

Thank you extending courtesy of comment.

Signed:

Representing (Optional)
2824 Kimberl:»» 'mmrt, Anchorage, AK 99508

Address

561-0651

Phone No.

9/M UpiUBtf Wrlorm4»o* Off**



o> o= AN OPAG STUDY

r -- THE IMPACT OP RETIREES

on the
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ECONOMY OP ALASKA

Information For This Study
Collected and Compiled

by Volunteers*

Robert Kallenberg, Chugiak
Lee Eberlein, Anchorage
Marie Darlin, Juneau
Elizabeth Lucas, Juneau
Ann Walsh, Fairbanks
and others

OLDER PERSONS ACTION GROUP, INC.
325 East Third Avenue, Suite 300
Anchorage, Alaska 99501

Rose Palmquist, Preside it Vera Cazaway, Director
1 - I

OPAG STUDY - IMPACT OF RETIREES
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INTRODUCTION

As Alaska matures so does its population. In 1987 the OPAG
Board of Directors prepared and produced WHY ENCOURAGE SENIORS TO
REMAIN IN ALASKA? At the request of SENIOR VOICE readers and
othersjOPAG continues to research and study the impact of Older
Alaskans in the 1990°s.

The information included in this paper represents many hour3
of volunteer work conducted by highly trained and skilled retirees.
The study is on-going and OPAG welcomes comments and suggestions.

Conspicuous by its absence is information about volunteer work
contributed by retirees in communities outside Fairbanks. Anchorage
and Juneau. Retirees interested in compiling that data for their
community are encouraged to call toll-free 800-478-1059.

VERA A. GAZAWAY
Executive Director

1 4/91
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THE IMPACT OF RETIREES ON ALASKA

Retired Alaskans are a year-round economic and social
resource* Other states rely on retirement communities to stabilize
and balance their budget. Alaska too has that option.

Many retire from work between the ages of 50 and 60. Those
are the years when decisions are made to stay in Alaska or move to
another area. A look at the factors which influence that decision
include climate, housing options, individual life styles, cost and
availability of health care, social and recreational opportunities.
Given the high cost of living in Alaska, the few who move to this
state after retiring from the work force most often do so to be

near their adult children.

It is important to note that retirement assets are among the
most portable of all assets. Each person who moves takes with them
retirement benefits earned from former employers, social security,

annuities and bank accounts. Each person moving to Alaska will
purchase groceries, pay for housing and utilities* In short, they
will contribute to the economy as we all do. It should also be

noted that each time a retiree moves from the state, Alaska loses
that individual®s 1income, other financial assets, expertise,
experience and continuing contributions.

Prior to the introduction of the longevity bonus and property
tax/renters rebate programs, most seniors who could afford a move
went "south™ when they retired. They sold or rented their home,
withdrew checking/savings account, took their pensions, annuities,
social security, health care benefits, earned interest dividends
and other assets and moved out of the state to a warmer and less
expensive climate. Those who retired at age 55 could have
contributed to Alaska®s economy and social welfare for 10 years
before qualifying for either the Bonus or tax exemption.

The economic loss is great. The older consumer tends to shop
in stores located near their residence, patronize local merchants
and spend mo3t of their total 1income in the community where they
live. They consume fewer public services than other groups since
few have children in the schools system, most drive fewer miles
than working people, seldom require services of the police. This
group does consume more medical services than other age groups;
however, medical 1insurance pays most of the costs and contributes
to the support of the medical community.

2 4/91



community* Retirement is a time people can select activities for
satisfaction and pleasure. For many that means supporting a
favorite group, volunteering to share their interests, expertise
and talents with others. For the town, city or hamlet where
retirees live that means volunteer services for hospitals, schools,
libraries, museums, visitors centers, parks and gardens. The list
Is never ending and includes a wide variety of contributions.

older Persons Action Group, Inc. (OPAG) wanted to determine

what Alaska®"s older residents contributed to this state. This
paper includes the findings of that study as of April 1, 1991.

* Wpe . _ *

339A
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AN OPAG STUDY
THE IMPACT OF RETIREES ON THE ECONOMY OF ALASKA

AVAILABLE AS OF APRIL 1, 1991

The following is the latest available data on the income of
retirees in Alaska:

1. Federal $ 75,324,000
2. Military 71,100,000
3. Soc. Sec. (Nov. 1990 x 5.4 for *91) 202.368,000
4. SS1 (elderly only) 2,283,600
5. State (149,809,403 X .65) 96,076,150
6. Labor 51,107,609
7. Corporate 940,718
Medicare 49,000,077
Vet Benefits 87,149,7.11

$ 635,349,865

The above figures do not include any appropriated funds such
as Longevity Bonus or Permanent Fund Dividend distribution.

The $ 635,349,865 is a conservative amount because.it does not
include money derived from private iInvestments, or annuities from

401 (K) plans.

Using a multiplier of 1.8, the impact of $ 635,349,865 is
$ 1,143,269,479 on the economy of Alaska.

ROBERT KALLENBERG

mjj:332
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VOLUNTEERS5 A COMMUNITY RESOURCE

n0 gOn ar-amount has been assigned to the hours of volunteer
labor listed here. The numbers represent contributed services of
retired persons from all walks or life: attorneys, cooks, home—
makers, teachers, construction workers, engineers, economists,
artists, reporters, secretaries, executives are only a few of the

many.

The Alaskan chapters of one organization, the National
Association of Retired Federal Employees, conducted a survey of
their members and report these contributions of time and expertise:

49 NARFE members in Juneau volunteered 7,456 hours

77 NARFE membersin Anchorage volunteered 17,692 hours

25 NARFE membersin Fairbanks volunteered 4,628 hours

16 NARFE membersinthe Mat-Su Valley volunteered 1,053 hours
21 NARFE membersin Southeast Alaska volunteered 4,036 hours

Retirees also volunteer many hours to the religion of their
choice. Those contributions are not included in this paper. There
are no hours listed for hours older volunteers contribute to
community and civic groups or clubs, Five communities include
senior citizens®™ advisory commissions 1in their chapters. The
volunteer services of those groups are not included.

Alaska®™s older volunteers are a valuable and reliable source
of labor for every precinct in the state when local, state and
national elections are held. These same volunteers ape vital to
the success of tourism in their community.

The scope and value of the volunteer contributions persons
over the age of 55 make to the community of their choice is
immeasurable and should be considered seriously. Each individual
who moves from Alaska to retire in another area is a lost resource.
Their financial and social assets are highly portable anc will add
to the resources of the community and state where they reside.

Each retiree does make a difference. The Rose Garden in the
Anchorage Park Strip is living testimony of that statement. For

the past two years one 74 years your.g volunteer has been largely
responsible for that colorful display of beauty.

Liirt
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compilad by

OLDER PERSONS ACTION GROUP, INC.
329 East Third Avenue, Suite 3CO
Anchorage, Alaska 99501

. #

t t w 1 n "houm m U a
Foster Grandparents and Senior Companions 182,828 500
AIRRES (Louise Rude) 4,200 . 27
Our Lady of Compassion 3,400 18
Humana Hospital 1,300 13
Providence Hospital 5,000 30
Anchorage Senior Center 16,800 70

(140 hrs. per person)

Chugach Senior Center 11,886 100+
American Red Cross 208 2
R.S.V.P. (South Central 115,000 498
Juneau & Fairbanks 826 160
R.S.V.P. Total* 115,826* 653*
OPAG 4,106 87
Mary Conrad Center 2,854 8
Action for Alaskas Children 800 1
Alliance for Mentally 111 4,616 12
AARP/SLC 1,008 20
Alzheiraers 50 4
Loussac Library 225 3
Anchorage Museim 6,500 25
Alliance for Mental Health: - 5,624 33
MOA - Parks & Rec < Adopt a Park 710 35
Juneau Elections 727 51
Juneau Visitors Center 4,525 135
S.E. Regional Resource Center 660 15
Soroptcnist 1,087 11
Friends of Library 1,884 40
Hospital Guild 936 11
AARP 5,520 * 23
JRTA 6,975 37
St. Ann"s Nursing Hone 500 10
Juneau Library 1,458 7
State Museum 3,266 63
Valley Senior Cantor 1,440 22
Mountain View Senior Conter 24,000 Sé
Salvation Army 2,565
Gastincau Historical Society 500 25
Juneau School District 2.500 20

426,484 2,195



Alaska State Legislature

Juneau

Legislative Research Agency

Fix: (907)
June 15, 1990
MEMORANDUM
TO: Senator Jim Duncan
ATTN: Dale Staley
FROM: Gordon S. Harrison, Directo
RE: Economic Impact of the Longevity Bonus Program
Research Request 90.312 (Revised 6/15/90)

You asked for information about the economic impact of the longevity bonus
program.
Unfortunately, no formal economic studies of the longevity bonus program have
been done. However, the economic effects of the program can be discussed in
general terms.
Overview of Program Expenditures
Approximately $525 million of state unrestricted general_£fund_revenue has been
spent on the longevity bonus program (including programadministratToTT) since
its inception in fiscal year 1973. Presumably this amount of money would have
been expended for other public purposes if the longevity bonus had not made a
claim on it. Therefore, it is misleading to say that the program has been
directly responsible for injecting over half a billion dollars into the state"'s
economy. However, because the money has gone to individuals with a high
propensity to spend--particularly for food, rent, and items of daily living--
this program has generated proportionately more statewide income than would
have been generated by many alternative state activities. For example, capital

expenditures typically involve large purchases of materials

project components, many of which are purchased from outside Alaska.

secondary income impacts, called "multiplier" effects, of the longevity

program are discussed below under the heading "Respending Longevity

Income."
Personal Income
The longevity bonus program pays $250 per month to all Alaska

year or longer who are 65 years o f Agg~Tjr-pT70F~(and who

benefitl: TIT the- current fiscal year, approximately $57 nijlUnn-w.i

distributed to more than 19,000 individuals wunder this program. W hile

P.O. Box Y
. AK 9B811-3100

Phone: (907*

and fabricated

These
bonus

Bonus

residents of one

register~7o0rthe

Il be

these

165-3991
163-3351



Senator Ouncan
April 19, 1990
Page 2

per capita payments amount to a very small fraction of the total personal

Income In the state, they constitute a very significant portion of the personal

Income of many elderly people.

The Income of most people declines sharply when they retire or withdraw from

the labor force because of age. Table ! shows the Income of elderly Alaskans

in 1984, according to survey data collected by the Older Alaskans Commission.l!

Half of the elderly population (5! percent) had Incomes of

Seventy-nine percent of Alaska's Native

less than $10,000.

population falls within this group.!

To these people, an annualMncome of $_3,000 from the longevity program ($6,000

foTa married elderly couple) is clearlv Tmport.an”. a

Community Income

Table 2 is a list of the number of longevity bonus recipients in each community
in Alaska (March 1990). Just as bonus payments loom large in the lives of many
individuals, so too do they loom large in the economies of many small rural
communities where cash income from all sources is scarce. Although no
statistical data is available that quantifies total income in communities--
particularly rural, predominantly Native villages--it is well known that many
are poor. Thus, when compared with urban areas, it seems likely that a much
higher proportion of the cash spent in rural communities is derived from

longevity bonus payments.

Respending of Longevity Bonus Income

A portion of every dollar spent in an economy is respent, and a portion of that

is respent, and so on wuntil it has all leaked from the system. This effect |Is

referred to as the income multiplier. Generally speaking, the size of the

multiplier increases with the size and complexity of the economy in which the

10lder Alaskans Survey oOita, Older Alaskans Conrnission, October, 1984.
""A Profile of Older Alaskans," Alaska Economic Trends, June 1988. This
report utilizes survey data referenced above.
JA recent report by the Institute of Social and Economic Research states

the following about the effects of the longevity bcnus program: “In 1988 the

median income of Anchorage households with at I|&ast one person over 65 was

$33,700, as compared with $48,900 for all Anchorage households. Incomes in

Anchorage are typically higher than in rural areas, so longevity payments

likely make up a larger part of incomes of older Alaskans outside Anchorage."

ISER Fiscal Policy Paper No. 4, "Big Ticket
Costs,"” p. S.

Spending: Transfers and Labor



Senator Duncan
April 19, 1990
Page 3

spending occurs. Alaska has a statewide income multiplier of about 1.5 ,4 which
means that respendling amounts to about half of the wvalue of the original

expenditure.* Thus, in fiscal ytar 1990, the program will generate total
income of at least S§85.5 million.

However, the multiplier effects of longevity bonus payments are probably larger

than the multiplier effects of other major categories of state spending (for

example, salaries, capital projects* or permanent fund dividend payments).
This is because recipients of longevity bonus checks have lower than average
incomes and can be expected to spend virtually all of each monthly check. As
a group, these recipients do not save as much of their income as do higher

Income groups, nor do they have a heavy tax burden (they qualify for certain
local tax exemptions and their federal personal income tax payments are
comparatively low because their incomes are low).7 Thus, the high propensity

of seniors to spend longevity bonus income enhances the importance of this

program to local economies and to the statewide economy.

Retention of Other Retirement Income

The over-65 age group is one of the fastest growing segments of Alaska's
population. It doubled during the 1980s.* The longevity bonus program may
contribute to this growth: it provides financial incentive for retired people
to remain in Alaska and for older nonresidents to move to Alaska to be with
family members. To the extent the longevity bonus program has these demo-
graphic effects, It makes a further contribution to the Alaska economy: it

holds pension and retirement income here, and attracts to the state the pension
and retirement Income of the in-migrants. Thus, for example, a retired state
worker who would otherwise have left Alaska but who remains In Alaska because
of the longevity bonus program w ill spend his retirement Income here as well

as his longevity bonus payments. Similarly, a person who moves to Alaska

Personal communication, Scott Goldsmith, Professor o f Economics,

Institute of Social and Economic Research, University of Alaska, Anchorage.

"Alaska's Income multiplier is not large because the economy is small and

money rapidly leaks from 1t (virtually all manufactured goods are imported, for
example).

*Even though a smaller proportion of many capital expenditures may enter
the Alaska economy than bonus payments, and thus generate proportionately less

secondary income, some capital projects make important long-term contributions

to the state's economy by directly stimulating economic activity or by
providing Infrastructure that Indirectly supports economic activity.
7Saving and taxes are two large sources of “leakage* of money from the

spending sirca *.

**A Profile of Older Alaskans", op. cit.



Senatoi Duncan
April 19, 1990
Page 4

because of the Jlongevity bonus program will bring with him other sources of

personal income that will be spent locally in addition to the longevity bonus

payments.

| hope this brief, speculative overview is useful to you. As you know, the
qguestion of the economic impacts of a program is separate from, or at least
only one aspect of, the larger question of the desireability of a program from
a public policy perspective. | f you have any questions or would lik e

additional information, please call.



TABLE 1
Income of Alaskans 65 Years of Age and Older
Survey Data, 1984

MALES FEMALES TOTAL
Number % Number % Number %
Less Than $5,000 502 11 1,198 25 1,700 18
$5,000-%$9,999 1,297 28 1,866 38 3,163 33
$10,000-%$14,999 1,039 22 832 17 1,871 20
$15,000-519,000 707 15 418 9 1,125 12
$20,000 and Over 1,104 24 558 11 1,662 17
Total in Survey 4,649 100 4,872 100 9,521 100

Source: Older Alaskans Survey Data, October 1984, Older Alaskans Commission, p-7

Prepared by the Legislative Research Agency, April 1990 (90.312)



0 TABLE 2

GEOGRAPHICAL DISTRIBUTION OF LONGEVITY

0/90
BONUS RECIPIENTS, MARCH 1990
MAILINO ELECTION
ADDRESS, _DIS1R1CJIL
ADAK 26
AIACIIAK 25
— AKIACHAK 25
AKIAK 25
AKUTAN 26
ALAKANLUK 23
-ALAKAMUK. 2J
ALEKNAG IK 26
ALEXANDER CREEK 16
ALLAKAKET 24
—AMLER- .22
AMBLER 22
AMAKTURUK PASS 22
AMAKTUVUK PASS 22
— AHCHOARAGE. 17
ANCHOR POINT 05
ANCHORAGE 14 2,0
AMCHROAGE 10
HDER5QH 17
ANGOON 02~
ANITAK 24
ANVIK 24
ARCIILC VILLLAGE -20.
ATKA 26
ATMAUTLUAK 25
ATQUSAK 22
UKE DAI 04
BARROW - 22
BEAVER 24
BETHEL 25
8ELLI.£5 £I1£UL 24
BIG LAKE 16
BIRO CREEK 07
BREVIG MISSION 23
BVCKLAMQ _22.
CANTWELL 17
CAPE POLE 01
CENTRAL 19
CHALKXIIiIK. _24_
CHATHAM 17
CNEFORNAK 25
CHENEGA 06
CHENEGA DAY 06
CHEVAK 23
CHICKALOON 16
CIIGNIK 27
CHIGNIK.FtAV - 27
CIIGNIK LAGAAN 27

CIIIGNIK LAKE 27

32
3,697
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MAILING
1 MUKCSS
fellINT AK

tniSTOCMINA
run ina

fcllTUA TfIDALUK
CHUG IAK
CIRCLE

FLAO. GULCH
CLARKS POINT
CLEAR

COLD BAY
COLLEGE
COOPER LANDING
COPPER CENTER
CORDOVA
COUNCIL

CRAIG

CROOKED CREEK
pE .RING

[)EUA JUNCTION
JENALI NAT'L PARK
TENALI PARK
JILL INGHAM
HOMEDE

JOT LAKE
JOUGLAS

JUTCH HARDOR
eaoc e

AGLE RIVER
EK

GEGIK

| EL SON AFB
KUK

KWOK

LFIN COVE
umMm

s IMEHDORF AFB
ENMONAK
ENGLISH BAY

EXCURSION INLET

:AIRBANKS
"ALSE PASS
B

'R1' TZ CREEK

ELECTION

UjUILKiWI

27
17
06
29
15
19
05
26
17
26
21
06
17
06
23
02
29
22
17
17
17
16
23
17
09
06
17
15
25
10
10
26
26
03

1S
23
05

-A%
26
.08

r
19
29
29
ll20‘ =

16

rlIALca

rcnAlLta

© Oy e

153
10

© = e e

PACE

IUTA L

= o N

199

23

37

90

69
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MAILING ELECTION
ADDRES5 -DISIRICL MALES. .FEMALES.. IOIAL-
FUNTER BAY 02 2 2 4
GAKONA 12</ IS 11 29
DALENA. -12- 2.
&%Wbb 23" 9 16 _:!L%'
| 0 07 10 7 17
GLENNALLEH 17 22 23 45
-GQLQYIM - 23. 3 i .
GSO%NEUS BAY 32 i 11 is
GRAYLING 5 3 s
GUSTAVUS 02 4 5 9
“HAINES 02 _175-
HALIBUT COVE 05 3 3
HEALY 17 3 3 6
HOLY CROSS 24 14 9 23
HDHER 05 5] 157 35
HOONAH 02 200 26 46
HOOPER BAY 23 26 23 49
HOPE 06 5 7 12
JQUSIDM _16_ 2 s
HPOE 06 t 1
HUGHES 24 1 3 4
HUSLIA 24 7 3 10
J1IDA11IL 52 7L _i8
HYDER 19 3 4 4
IGIUGIG 26 t 1
ILIAMN A 26 4 4 8
JMDIAM. Q7. L \ 4
IVANOF BAY 27 T T
JUNEAU 02 422 563 985
KAKE - 02 17 18 3150
N1 tgv -
KAl 22 —* T
KALTAG 24 5 9
KARLUK 27 2 2
J$ajaan _ J2 . 1
KASIGLUK 25 -if- T i
KASILOF 05 21 25 46
KENAI 05 182 204 386
K 01 374 395 769
K1 AHA 22 75¢ T 7T
KING COVE 26 5 3 8
KING 5ALMON 26 3 3 6
KIPNUK 25 8 14 22
"k IDaTTFa - T 7 75
XLAWOCK 02 12 13 25
KOBUK 22 2 4
KODIAK 2 164 165 329
75RR5W0K----- 2 - 2°c 2 —V
1

KOKHANOK BAY 26



©

4/18/90 PAGE
MAIL IMO ELECTION
ADDRESS DISTRICT MALES FFMALFS TOTAL. —

KOKHONAK 26 1 1
KOL 10ANEK 26 6 6 12
KQHG 1 GANAK 25 a a 16
KOI1 IK 23 10 a 1a
KOTZEBUE 22 40 4 A
KOYUK 23 7 ) 12
KQYUKUK 24 5 4 9
KUSIGLUK 25 1 1
KWETHLUK 25 20 20 40
KWIGILL IHGOK 25 10 13 23
I1AKE_MINCHUMINA 1A 1 1 2
LARSEN BAY 27 4 4 a
LEVELOCK 26 6 2 a
LITTLE DIOMEDE 23 1 |
LOVELOCK 26 1 |
LOWER KALSKAG 24 7 6 13
MANLEY HOT SPRINGS 24 6 4 10
MANLEY _SPRINGS 24 1 1
MANOKOTAK 26 A 4 12
MARSHALL 24 6 3 9
MCGRATH 24 1 15 26
MCKINLEY PARK 17 1 1 2
MEDOU 1AKES 16 1 1
MEKORYUK 25 10 6 16
MENTASTA 17 1 1
METLAKATLA 02 34 34 6a
MEYERS CHUCK 01 2 2 4
MINTO 24 15 10 25
MONOKOTAK 26 1 1
MOOSE PASS 06 4 6 10
MOUNTAIN POINT 12 2 2
MOUNTAIN VILLAGE 25 10 13 23
NTIN VILLA 24 1 1
NAKNEK 26 a 9 17
NAPAKTAK 25 13 13 26
NAPASKTAK 25 7 a 15
NELSON LAGOON 26 1 2 3
NENANA 17 31 21 52
NEW STUYAHOK 26 n 10 21
NEWIIALEN 26 1 1
NEWTOK 25 4 1 5
NIGHTMUTE 25 4 ) 9
NIKTSHKA 07 10 9 19
NIK1SKI 05 20 14 34
NIKOLAI 24 1 6 7
NIKOL SKI 26 S 4 9
NINILCHICK 16 él 1 2
NINILCHIK 05 2 24 92
NOATAK 22 9 5 14



PAGE 5

4/ib/%
MAITLING ELECTION

AonRFSs DISTRICT MAI E5 FEMALES TOTAL
NOME 23 63 80 143
NONPALTON 20 3 5 8
HOORV1K 22 13 13 26
NORTH POLE IB 113 110 223
NORTHWAY 17 5 10 15
NUIgSUT 22 4 6 10
NHLATO 24 6 B 14
NUNAPIT CHUK 25 13 10 23
NYAC 24 1 1
OLD HARBOR 27 9 8 1
OSCARVII 1E 25 1 3
QUZINKIE 27 9 8 17
PALMER 16 296 328 624
PAXSON IB 2 1 3
PFDRO BAY 26 2 2 4
PELICAN 03 11 B 19
PERRYVIL LE 27 2 6 8
PETERSBURG 01 109 101 210
PI1 OT POINT 26 3 2 5
PILOT STATION 24 12 4 16
PITKAS POINT 24 1 1 2
PLATINUM 25 2 2
POINT BAKER 02 12 5 17
POINT HOPE 22 B 14 22
POINT LAY 22 2 1 3
PORT LIONS 27 1 %

PORT A1FXANDER 03 1 1
PORT ALSWORTH 26 4 1 5
PORT GRAHAM 05 4 6 10
PORT HEIDEN 26 2 1 3
PORT [ITONS 27 9 4 13
PORTAGE CREEK 26 1 1 2
PT HOPE 22 1 1
QUINHAGAK 25 IB 1 29
RAMPART 24 1 1 2
RED DEVIL 24 1 . 1
RUBY 24 7 7 14
RUSSIAN MISSION 24 10 3 13
_SAINI_ GEQRGE.ISLAND 26 3 6 2
SAINT MARYS 24 12 12 24
SAINT MICHAEL 23 4 5 9
SAINT PAUL [ISLAND 24 12 1 23
SALCHA IB 19 12 31
SAND POINT 26 7 7 14
SAVOONGA 23 a 12 20
SCAMMON BAY 23 10 7 17
SELAWIK 22 15 20 35
SELDOVIA 05 21 12 33
06 89 79 168

SEWARD



4/18/90

MAILING
ADDRFSS
SHAGELUK
SHAKTOOLIK _
SUFI m pnimt
SHISHMAREF
SHISHMOREF
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SXECUTIYB.SUMAKVFIY

This report was prepared according to language In the fiscal 1990 operating
budget that says, "The legislature Intends that the administration analyze the
possibility of restructuring the (Alaska Longevity Bonus Program) at $50

million annually, including hold harmless provisions and administrative costs

°f PrO8ram-"

viit is important to note that a $80 million annual cap on the program will
~require significant change. This fiscal year, the cost of the longevity bonus will
b e about $62 million. That includes more than $5 million In Health and Social
Services hold harmless provisions and approximately $4(30.000 for

GKY administrative costs.

y

There are only two basic approaches to establishing a cap: 1) reducing the
number of recipients, and 2) reducing the amount of the monthly bonus

check. These approaches, of course, may be comoined. and the number of
possible variations Is almost Infinite. We have highlighted In this report six

specific options for capping the program at $50 million annually. Any of those
six options would require statutory change.

The analysis is also built upon five questions that the Department of
Administration believes are essential to any effective solution of the longevity
bonus question. A description of those questions can be found on the following
page. As you read this report, you'll see the questions repeated as we consider
each of the six options for capping the program. Of course, any analysis could
be based on a different set of questions, but we believe these au at the least,
an important starting point from which to debate the future of the program.

Along with the narrative portion of this report, several charts and graphs are
included to help illustrate key elements of the various options. Also included
are several past reports on the longevity bonus program prepared by the

House Research Agency, which has studied the issue in great detail over the
years.

It should be noted that this report, following the intent language written by

the legislature, only presents an analysis of options for cutting the program.
The report contains no recommendations.
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RESTRUCTURING THE LONGEVITY BONUS: FIVE QUESTIONS

In analyzing various options for the future of the program, the Department of
Administration believes the following questions must be asked about any
proposed solution. Of course, different people will place different weights on
the importance of each of these questions. They are offered only to prompt

effective debate and therefore help lead to a workable solution of the longevity
bonus question.

1. What is the effect on current recipients? Should Alaskans who already

receive the $250 per month longevity bonus be assured they can count on the
bonus for the rest of their lives?

2. Is the change easy to understand? Any restructuring of the program should
be easily explained and easily understood.

3. Is the effect easily predictable? Alaskans should be able to quickly calculate
how any change to the longevity bonus will affect their futures. Also, it's
important for the state's budget writers to know how much the program will
cost in the years ahead.

4. How much will costs be reduced?

5. How quickly will costs be reduced?
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REVIEWING THE BONUS PROGRAM: THE FIRST 17 YEARS AND BEYOND

When the Alaska Longevity Bonus Program began in 1973. $100 a month was
paid to about 3,600 seniors who were at least 65 years old and had lived in
Alaska continuously for at least 25 years. The program changed dramatically in
1984 when the 25-year residency requirement was declared unconstitutional.
Costs began to skyrocket. Now, anyone who is 65 and has lived in Alaska for
two years is eligible for the $250-a-month bonus.

As of October 1989, 19,219 seniors were receiving the bonus. The total
projected cost of the program for fiscal 1990, including $5 million for hold

harmless provisions and approximately $400,000 in administrative costs, is
about $62 million.

Without change, costs will continue to increase. The number of eligible
Alaskans will keep growing, as will the percentage of the population that is at
least 65 years old. Without change, more than 28,000 seniors will be paid
about $85 million in the year 2000. (See Attachment 2, House Research
Agency request 89.173, Jan. 30, 1989, Table 3)

The rising costs of the hold harmless provisions -- what it costs the state to
maintain federal benefits lor""Alaskans who would otherwise lose them because
they receive a hnnns check -- add even more to the totals. With hold harmless
costs included, the estimated pricetag for the longevity bonus is more than
$102 million in the year 2000, if no changes are made to the current
program. (See Attachment 1 - Table 1)

There are other ways to illustrate the rapidly escalating cost of the current
program. The following examples indicate the possible effect of each year
without change.

The first is to multiply the estimated increase in beneficiaries by the cost of
the bonus. This year the program will have a nfi gain of about 1,000 new
beneficiaries. Thus, we can expect the annual cost of the bonus to increase by
S3 million or more. (1,000 x $3,000 annually per recipient = $3 million)

Since tliis is a net gain, we can expect this Increase will be compounded over
the years.

Another is to simply assume the net gain is made up mostly of seniors who are
age 65 and have an average remaining life expectancy of 16 years. This would
show a long-term liability of $48 million ((1,000 x $3,000 x 16 = $48

million). This understates potential long-term costs.

If. as many propose, any change to the program must totally protect current
beneficiaries, then for each year the program remains unchanged the state
assumes a long-term liability of well over $100 million.

For example, the Department of Labor (Alaska Population Projections, 1986)
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estimates that in 1930 there will be about 2,350 seniors age 64. Assume that
when they tum 65 they will apply for the bonus and that their average life
expectancy is about 16 years. This one-year group creates a potential payment
liability of $112.8 million. (2,350 x $3,000 x 16 = $112.8 million.) However,
our experience has shown that this is substantially lower than the actual
number of new beneficiaries that can be expected. Nor does this figure
Include estimates of Health and Social Services hold harmless costs.

Continuation of the program in its present form will require that funding be
diverted from other needs —or that additional taxes be levied —decisions
that surely would prompt a difficult public policy debate.

The program does have advantages Most of the money that goes to bonus
payments is circulated within the state. Most seniors are not well off and have
little chance of acquiring other income. Testimony indicates the bonus also
helps some seniors remain in Alaska and near family members. By definition,
any reduction in the program, by whatever means, diminishes these
secondary benefits. In following the intent of the legislature, the Department
of Administration compiled the following analysis of various options to cap the
annual cost of the program at $50 million.

OPTIONS FOR CAPPING PROGRAM COSTS: TWO APPROACHES

As mentioned in the executive summary that accompanies this report, any cap
on the cost of the Alaska Longevity Bonus Program would Involve either or
both of two scenarios: Limiting the number of people who are eligible for the
bonus or reducing the amount of the bonus. Although there are limitless

variations of each approach, this analysis highlights selected options under
each of the two main headings.

1. LIMITING ELIGIBILITY FOR iHE PROGRAM

Limiting the number of eligible recipients involves selecting one or more
limiting attributes and establishing those as eligibility criteria. Some attributes
are legally acceptable and some are not. Within prescribed limits, age.

income, residency and dependency have all proven to be legally acceptable
criteria with which tollmit eligibilitylor public benefiia®Others. such as race,
genaer and religionTire riot usually legaJdy acceptable. In general, the state
may not discriminate In the provision e." benefits except for compelling
reason. Basically, in a legal test, the compelling nature of the reason is
weighed against the critical nature of the benefit.

Residency is the criteria most commonly tested. When the benefit is
necessary to the individual's health and well-being - public assistance,
education, medical care - the length of residency requirement must be quite
short or non-existent. Physical presence of 30 days is a common limit. When
the benefit meets a less compelling need - sports licenses, permanent fund
dividends and the present longevity bonus —then the length of residency
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requirement may be longer. One to two years Is common. The residency

requirement was recently doubled for the bonus, from one to two years. That
criteria has yet to be tested in court.

Currently, there are rather few limiting criteria for the longevity bonus. (One
must be 65 years old, a two.-ycarJUaska resident, not in prison, not fp a
nursing home or in a mental hQ3pltaTaiTa~mttftcd~as unable to manage
persnrinTaffalrsJ-Changing one of the current crltcria might force other
changes. For example, if eligibility were to become based on economic need,
then the two-year residency might well be successfully challenged.

With that in mind, we have elected to comment on three options for limiting
the number of cllglbles: 1) Immediately raising the age of eligibility to 70: 2)
Raising the age of eligibility more gradually: 3) Basing eligibility for the bonus
on income.

Option la: Immediately raising the age of eligibility to 70

If the age of eligibility for the bonus was raised to 70 this session, the total

cost of the program would drop to $37.4 million In fiscal 1991 and increase
about $2 million a year from there. It would take 10 years before the cost of
rhe program returned to what it is today. (See Attachment 1 - Table 2) But

It would only take six years, until fiscal 1997. before the suggested cap of $50
million is exceeded.

Asking the questions:

1. What If the effect on current recipients? The bonus would be taken
away from those between ages 65 and 69. unless the legislature adopted
a type of "hold constant™ provision that continued to pay the bonus to
those who had already been receiving it. In that case, savings would be
much less. In fiscal 1991. for example, it would cost $21.7 million to
hold constant those Alaskans between ages 65 and 69 who would
otherwise lose their monthly bonus checks. (See Attachment 1 - Table
2)

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes.

4. How much will costs be reduced? Not much, if seniors currently
between ages 65 and 69 were to be held constant (keep receiving the
bonus).

5. How quickly will costs be reduced? Immediately.

Option Ib: Raising the age of eligibility more gradually

To meet the suggested cap of $50 million In annual costs, the age of eligibility
could be increased to 68 for fiscal 1991. That would put the total cost of the
program at $47.7 million. (See Attachment J - Table 3) If the age of
eligibility stayed at 68 in fiscal 1992. the total program cost of $50.8 million
would be Just above the cap. For the following two years, fiscal 1993 and

1994. the eligibility age would have to be 69 in order to stay at or near the
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$50 million goal. That suggested cap still could be achieved if the age limit
was increased to 70 In fiscal 1995 and 1996.

Asking the questions:

1. What, is the effect on current recipients? Those currently between
ages 65 and 67 would lose eligibility for a bonus they are already
receiving unless some type of "hold constant™ provision were enacted.
2. Is the change easy to understand? Conceptually, it is. But it would
probably be confusing to seniors trying to determine exactly when they
would be eligible for the program.

3. Is the effect easily predictable? For the state’s budget writers, yes. But
seniors would have a hard time predicting exactly when they would
become eligible.

4. How much will costs be reduced? Not much, if seniors already
receiving the bonus are held harmless until they reach age 68.

5. How quickly will costs be reduced? Immediately.

Option Ic: Basing eligibility for the bonus on income

This so-called "needs-based™ approach has been debated by the legislature in
the past. (Governor Cowper's bill. HB 151, was Introduced in the first session
of the 15th Alaska Legislature. The House Research Agency wrote an analysis,
which Is attached to this report). That analysis is now three years old. but the
basic findings are still valid: If the longevity bonus is paid according to Income
uidelines, thenlcwcr Alaskans will bc~clinlble. The level of cost savings
ends ot course, on the income guideline and the distribution of income
rJithin Alaska’s senior population. A higher income guideline would eliminate
fewer seniors from eligibility for the bonus. A lo”’ar guideline would eliminate
more people from eligibility.

We had hoped to have some information on the distribution of income by age
from research conducted by the University of Washington in 1985 that used a
large sample of bonus recipients. The limited Information we do have
indicates that approximately 90 percent of the seniors have incgm”-of less
than $20.000 annually. A roughesOmate indicates that piacirig”the income
cutotf at that level would- reduce the cost of the program in fiscal 1991 to
about $53 million —if an agreement could be negotiated with thejederal
government to eliminate the hggti~for Health and Social services™nold
harmless funding. That would permit a totaT reduction in cost ot
approximately $11 million to $12 miLllon. Precise predictions will have to
wait on better income data —either from further research or the 1990
census.

Practically, this is probably the most functional way to control the cost of the
program. Setting the income maximum at a reasonable high level would make
it difficult to argue that the program was based solely on need. It would also
open the possibility of Immediately doing away with the need for millions of
dollars In Health and Social Services hold harmless funding. But the program
would still exist for thousands of Alaska seniors who have come to depend on
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the program for either basic needs or improved quality of life.

Asking the qucaUons;

1. What la the effect on torrent recipients? Some people who now
receive the bonus would not be eligible if Income guidelines arc
established.

2. Is the change easy to understand? Relatively. The concept of receiving
benefits based on income is not a new cne. However, "income" would
need to be clearly defined.

3. Is the effect easily predictable? Yes.

4. How much will costs be reduced? Accurate estimates can't be nade
until better data about senior income is available.

5. How quickly will costs be reduced? Immediately.

2. REDUCING THE AMOUNT OF THE BONUS

Reducing the amount of the bonus check requires selecting a method
whereby a reduced amount of money is allocated among eligible beneficiaries.
This can involve limiting the amount appropriated and pro-rating among
beneficiaries, or selecting a predetermined amount for the check and
appropriating sufficient funds to cover the cost. A combined approach is
possible, such as the so-called *'stair-stepping" process contained in the final
version of SB 56. which was vetoed by Governor Cowper.

Neither limiting the amount of the bonus nor limiting the number of
recipients will effect any significant immediate savings if current beneficiaries
are continued (held constant) with no change in benefits. The exception
might be an Income-baspd program that would permit savings oTHealUr and
Sprlal Services hold harmless binding, Even an abrupt end to the program
(l.e. after a given date no new beneficiaries are added) would save only $3
million to $4 million the first year.

We present three approaches to reducing the amount of the bonus check: 1)
Pro-rating a $50 million appropriation: 2) Reducing the bonus by a certain
percentage each year: 3) a flat dollar reduction. Each of these options is
Illustrated in an attached House Research Agency paper.

Option 2ju Pro-rating a $50 million appropriation

Under this plan. $50 million, or some other prc-determined amount, would
go to the program each year. The actual bonus program would be calculated by
subtracting the Health and Social Services hold harmless and administrative
costs from the $50 million, then dividing the remainder by the number of
eligible Alaskans. In fiscal 1991, this would provide for a monthly bonus check
of about $185. Because eligibility will continue to grow, the size of the bonus
would continue to shrink by approximately the amount of population increase
of Alaskans over 65. That Increase is currently about 5 percent a year and
would level off to about 3 percent per year late this decade. In the year 2000,
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28.265 seniors would be eligible, bringing the monthly bonus down to
somewhere around $100. The exact amount is difficult to calculate because
the amount needed for Health and Social Services hold harmless would
decrease as the size of the bonus decreased. Of course, the appropriation
could be set at any level. In the year 2000. each SI million added to the base
cap would increase the bonus check about $2.90 per month.(See Attachment
2, House Research Agency request 89.173, Jan. 30, 1989 , Table 3)
Potentially, this is the easiest scenario by which to control costs.

Asking .Uie.quesUons;

1. What is the effect on current recipients? They would continue to
receive payments, but the total amount of their monthly check would
drop.

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes. but exact bonus payments
wouldn't be known each year until all applications for eligible seniors
were on file.

4. How much will costs be reduced? Because the current cost of the
program is about $62 million annually, this change would save $12
million the first year. After that, the cost would remain constant.

5. How quickly will costs be reduced? Immediately.

Option 2b: Reducing the bonus by a certain percentage each year

Like other options, the actual cost savings would depend on the percentage
decrease plugged into the formula. As the House Research Agency has
demonstrated in the past, a 5 percent reduction per year would prompt little
cost savings. In fact, the suggested goal of $50 million would not be reached
until fiscal year 2001, when 29,142 eligible recipients would receive a
monthly bonus of $142. (The House Research figure does not deduct Health
and Social Services hold harmless costs). That would put the total cost of the
program at $49.7 million, plus hold harmless costs. (See Attachment 2, House
Research Agency request 89.173, Jan. 30, 1989 , Table 3) Ofcourse, a larger
percentage reduction would achieve bigger cost savings more quickly.

Asking, thg.qugguQng:

1. What is the effect on current recipients? They would receive a smaller
bonus check than they do now.

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes. but like other options, the exact

bonus payment wouldn't be known until all applications were on file eacn
year.

4. How much will costs be reduced? It depends on the percentage
decrease plugged into the formula.
5. How quickly will costs be reduced? Immediately.

Option 2c: Reducing the bonus by a flat rate

Actual cost savings would depend on how much the bonus is reduced from its
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$250 per month level. The fact that eligibility will continue to increase means
that substantial savings would be achieved only if the monthly bonus is
reduced by a sizeable amount. The House Research Agency has estimated that
a $25 reduction in the bonus, to $225 per month, would have reduced the
cost of the program to $49.4 million in the current fiscal year. (See
Attachment 2, House Research Agency request 89.246, Feb. 16, 1989, Table

2) But that figure does not Include the additional costs of the Health and
Social Services hold harmless provision.

Asking the questions;

1. What is the effect on current recipients? They would receive a smaller
bonus check than they do now.

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes.

4. How much will costs be reduced? It depends on how far the bonus is
reduced from its $250 per month level.

5. How quickly will costs be reduced? Immediately.
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