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STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:
Title:

January
Annuity Program

Kerttula
Zharoff

Sponsor:
Requestor:

*XPENDITURES/REVENUES:

FISCAL NOTE

23. 1992
Amendments BRU:

Components:

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY 93 FY 94 FY 95
OPERATING
PERSONAL SERVICES 26.7 13.1 13.1
TRAVEL -0- -0 - -0-
CONTRACTUAL 15.0 15.0 15.0
SUPPLIES -0- -0- -0-
EQUIPMENT -0- -0- -0-
LANDS & STRUCTURES -0- -0- -0-
GRANTS, CLAIMS -0 - -0 - -0-
MISCELLANEOUS -0- -0- -0-
TOTAL OPERATING 41.7 28.1 28.1
| CAPITAL -0- -0 - -0-
1 REVENUE -0 - -0- -0-
FUNDING: (Thousands of Dollars)
GENERAL FUND -0 - -0 - -0-
FEDERAL FUNDS -0 - -0 - -0-
OTHER (RSA) 41 .7 28.1 28.1
TOTAL 41.7 28.1 28.1
POSITIONS
FULL-TIME -0 - -0- -0-
PART-TIME -0 - -0- -0-
TEMPORARY -0- -0- -0-
Estimate of current year impact: None.'
ANALYSIS: Se~rfa2hed.
y A
Prepared By: Thomas C. Williams
Division: Permanent Fund Dividend Division
Approved by CommissionerT ~~rgn-~ | f-,/- .-~17
Agency: Revenue
Distribution (by preparer): Legislative Finance, Legislative

Impacted Agency(ies).

Agency Affected:
Permanent Fund Dividend Division

Revenue

Permanent Fund Dividend
Division

FY 96

13.1
-0-

15.0
-0-
-0-
-0-
-0-
-0-

28.1

-0-

-0-
28.1
28.1

-0-
-0-

Phone:
Date:

Date:

Sponsor,

8 1
FYy 97 FY 98
13.1 13.1
-0 - -0-
15.0 15.0
-0- -0-
-0 - -0-
-0- -0-
-0 - -0-
-0- -0-
28.1 28.1
-0- -0
-0- -0
-0- -0-
-0- -0 -
28.1 28.1
28.1 28.1
-0 - -0-
-0- -0-
-0 - -0-
465-2323
January 23. 1992
/

/1Ly

e Yﬁﬂx

Requestor, OMB, &

page 1 of



As of January 23, 1992

This bill is the only Permanent Fund Dividend checkoff bill that
will become law. This fiscal note would change if other PFD
checkoff bills are introduced and become law.

The Department of Administration will charge the Department of
Revenue for the required additional computer time.

The cost of programming changes will be a one-time cost. Ongoing
maintenance of new programs would be accomplished by existing
staff. The computer system will need to be changed to account for
the change in the program, to establish new accounting controls and
to provide for the transfer of funds to the trust account. The
following tasks will require the following programming hours.

Wana Data Entry Processing Updates 75.0
(1) Data entry

(2) Batch lists

(3) Corrections

(4) Wang to IBM transfer

IBM File Processing Updates 30.0
(1) Edits

(2) Batch listings

(3) Worksheets

c. CICS Online Programs for Lookup and Changes 37.5
d. Nightly Update of Changes 22.5
90.0

(1) Printing warrants with different
amounts. Include check stub messages.

(2) Modify warrant registers as needed
for balancing.

(3) Create new program for transferring
accumulated decisions to trust account
and to account for the reserve necessary
due to returned and cancelled PFD warrants

f. Miscellaneous 45.0

(1) Setting up test files on IBM
(2) Systems testing

3PQ-Q.
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Alaska department of revenue N

PERMANENT FUND DIVIDEND DIVISION
SB 8 ANALYSIS
As of January 23, 1992

4. The cost of document review, data capture and the data processing

chargeback will be continuing. One Document Processor | position
would be required for three months to assist in the manual review
and coding of 525,000 applications. One Data Processing Clerk |

position would be required for two months to assist in data capture.

5. There will be an additional cost associated with an extra page in
the PFD booklet necessary to describe the annuity options.

6. Garnishments and assignments will take precedence over contributions
to the annuities in the order established by statute. The PFD
Division will only honor contributions to the extent than an
individual's permanent fund dividend has not otherwise been assigned
or garnished.

7. The PFD Division will be responsible for electronically transferring
contributions to the annuity account.

8. The Treasury Division will be responsible for the accounting and
management of the annuity account.

Cost Summary:

1. Personal Services

FY 93 fy 94
1 PPT Analyst/Programmer V, R21 @ $6,770.74/Mo
including salary and benefits for 2 months.
PCN 04-6011 would be funded for an additional
2 months. $ 13.6 $ -0-
1 PPT Document Processor I, R7 @ $2,573.60/Mo
including salary and benefits for 3 months.
This position represents the equivalent of
the additional time and effort. 7.7 7.7
1 PPT Data Processing Clerk I, R8 @ $2,699.03/Mo
including salary and benefits for 2 months.
This position represents the equivalent of
the additional time and effort. 5.4 5.4
Total Personal Services 26.7 13 .1
Contractual Services
a. Data Processing Chargeback 5.0 5 o
b. Printing charge for extra page 10.0 o o
Total Contractual Services 15 .0 15..0.
TOTAL COST S 41.7 S 2P.1
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FISCAL
STATE OF ALASKA

NOTE
BILL NO.

No. 7
.9 Version: C SSft!? CST

1992 LEGISLATIVE SESSION

(S) Publish Date;: 3 - 2 \- *73-
Revision Date: January 21. 1992 Department Affected: Administration ‘
Title: An Act amending and making effective an annuity BRU: Division of Pioneers* Benefits
program and amendments to the longevity bonus program Component: Longevity* Bonus Program
Sponsor: Senator Kertuila Grants and Administration
Requestor: Senate Rules Committee COMPONENT 0
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL 0 0 0 0 0 0
SERVICES
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & 0 0 0 0 0 0
STRUCTURES
GRANTS, CLAIMS ) (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
CAPITAL 0 0 0 0 0 0
REVENUE FUND 0 0 0 0 0 0
SOURCE:

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
FEDERAL FUNDS 0 0 0 0 0 0
OTHER FUND 0 0 0 0 0 0
SOURCE
TOTAL 0 (76.0) (753.6) (2,124.4) (4,033.1) (5,340.5)
POSITIONS:
FULL-TIME 0 0 0 0
PART-TIME 0 0 o 0
TEMPORARY 0 o 0 0 C
Estimate of current year impact: 0_
ANALYSIS: (Attach a separate page if necessary.)
ImDact for FY 93 is zero.
Prepared by: Barbara Bathonv. Phone: 465-4400
Division: Pioneers' Benefits Date: January 21. 1992
Approved by Commissioner: Nancv Bear Usera )llt//// /
Agency. Administration Date:
Distribution (by proporor)i toglLtlotivo ris., logrolotivo Sponoor, Rocpuoetor, OKB/DBR, Gov. bogie. Oic., i Ixy>actod
Agency(ioo).
Rov 10/7/SI Pngo 1 of i' z2
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Fiscal Note
CSSB 8 (SA)
January 21, 1992

Projected annual savings under this proposal are tenuous because
they depend upon a number of variables that cannot be predicted

accurately. These projections were prepared as a joint project of
theLegislative Research Agency and the Alaska Longevity Bonus
program in April 1991 and updated by the Longevity Bonus program in
December 1991. A brief discussion of some of the more important

assumptions and variables follows.

The Bonus amount for those turning 65 after January 1, 1994, is
$250 1less than the annuity payment for those who turn 65 in the
current year. The annuity payment depends upon:

Permanent Fund Dividends-we use projections provided by
the Permanent Fund Corporation?

the interest rate at which -earnings accrue and the
interest rate used todetermine an annuitv-we used 8.5
percent as a reasonable estimate in both cases provided
by Legislative Research;

the life expectancy of a 65 year-old we used figures
provided by the Alaska Department of Labor; and

the frequency of bonus adjustments-we assumed that
bonuses would be adjusted at the beginning of each
fiscal year and remain fixed throughout the year.

The number of recipients who receive $250 per month was determined
by applying mortality and migration figures-supplied by the Alaska
Department of Labor-to the projected number of recipients who will
be on the program prior to 1992.

The number of recipients who receive reduced bonuses was determined
by applying population, mortality and migration fi.gures to the
current number of recipients in order to determine ”“he number of

new applicants in each year. Migration and mortality figures were
then applied to new applicants in order to determine the number of
recipients who will receive reduced bonuses in each year. See

additional assumptions on the spreadsheet.

Caveats

Projections exclude the cost of administering an annuity program.
The assumption is that this agency's involvement with the annuity
portion of the program would be limited to being informed of the
amount by which bonus warrants should be reduced. Expected costs
of modifying the program in order to pay amounts other than a fixed
$250 are included in the FY 93 contractual line.



Projections exclude the savings that would occur under the "hold
harmless" provisions of AS 47.45.122. Those <costs would be
reflected in this fiscal note only if the legislature appropriates

hold harmless funds to this agency for subsequent transfer to the
Department of Health and Social Services.

Projections exclude savings that might occur iif the number of
recipients declines as the program become;; _less financially
attractive to participants and potential participants.

leg\cssb826. fn
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PED info from

Year

92
93
94
95
95
97
98
99
2000
01
02
03
04
05
06
07
08
09
10

Jim

Expec

862
897
947
1002
1050
1119
1186
1245
1301
136.1
1420
1480
1539
1600
1659
1719
1780
1842
1904

Kelly, 12/13/91

Dividend

Popular!

543.000

575.000

6 33,000

695.000

763.000



Clin till ITogtnni

Stale (O,.im(r
ITsral (Juilificd

Yen Rrclplmiv Cos
1992 21,190 63570(1
1993 22385 671550
191 23621  70872(
19% 2-18U 7-15230
19 25952 77,8560
1997 26805 804150
1998 28031 841020
1999 29070 87,2100
200) 30166  90-1980
2 31173 95191
X2 32231 966930
213 33332 99,99%.0
20| 3-8 1033830
2XJ5 HB-1 1070520
X6  371-16 111-1380
2007 38830  116-1900
208 -10888  1266-10
W -12797 1283910
2010 41512 1336260

Mules:

Gtand-
Falhried
Recipients

22,385
22,798
21527
20179
18911
18532
16,753
B3
1-180
14051
13261
12512
11827
11239
1072-1
10315

9,860

9374

Sl«
Recipients

832
3327
5804
8,009

10192
12332
1132
16175
17,992
17983
21,553
23303

0

0
0
0
0

I>terif;cvity llomis Pntgnun

Hal it mammmammi imuimmuTTime

Total

Slid Plus
OtmlFilbeied
Qualified
Recipients

22,385
23630
2-184
25983
26911
2872-1
29,085
30,126
31,065
32043
31,244
3-1066
35130
11239
10724

10315 .
9860 :

9374

CirinJfiilieicd neclplenti =All |-eis-jn$ paid via current program, declines In
accordance widr mortality Hides maintained by AK Dept of Labor
using 1990 census resullts.
Assume tacli leclplent deposits D'D Jan | of each year.
8.30% Annual Interest Hate earned on Investment

Current Program *assurmes no changes to Ine law.
Total Ol: Cost » OF cost of grandfathered recipients
plur OF cost of post 93 recipients.

Total OF Savings = Difference between total OF cost of current program If nol
modified and the cost of the program If SI33 becomes law.

Definlllooi "llcilplrnls are defined as lire Average Number of Warrants Isstrrd la a month.

Thls means one "Trclpltnl* would receive J.1,000 per year, |l dors eol trjuale tiatlly lo Hie number of people.

ITU
*« Dividend
Received

591047

95913
101263
105915
11206-1
117643
123181
128427
13-1182
139832
145823
151690
157862
157800
1578.00
157800
157800
157800

Annual

Payments
Annully

511126
23793
38189
54379
72695
93251

116230

141803

170254

201813

236787

* 275-151

318155

304-182

414747

46928-1

5,284.56

Monthly
Payments
Annully

$9.27
1983
3182
4532
60.58
7771
96.86
11817
1-1188
16818
197.32
22954
26513
38371
345,62
39107
4-1038

o
GFCivsl

Of Grand-
Fathered

Recipients

68,3926
6-1,5800
60,536.1
56,732.2
555945
50,2585
-174106
-1-16712
421518
39,7817
375374
35-1803
337170
321720
30,9438
295801
281208

(Otjrwd-4)
Non-GF
Cost of
Post 93
Recipients

926
7916
22165
43503
74091
11,4997
166-165
229366
30,6321
36,2920
51,03-17
64P 3
00

00

00

0.0

0.0

Revlitr.1 131/10/91

()rein-)
GF Cost
Cost of
Post 93
Recipients

2-1034
91894
151955
196-197
231669
254963
26,3195
255884
233-139
17,6570
13,6243
57207
00

00

00

00

00

SI138 Heclplenls = All persons entering the program alter Slid becomes law, and assumes

lire normal proportion of eligible people do actually apply for the smaller bonus.
PFD Dividend Received = based on Dept, of Revenue projections.

Annully - based on model previously develol-ed and maintained by legislative Research,
OF cost of Grandfathered Recipients = Humber of Grandfathered recipients limes 33,000.

Non-OF Cost of Tost 93 Recipients = Portion of J 30 paid by annuities.
OF Cost of Post 93 Recipients = llalance needed In GF as long as annuities ne less than J3.000

(enooi)

Total
GF
Cost

70,796.0
73,7694
75,7316
76,3819
78,7615
7575-18
737301
70,2596
654957
574387
51,1617
41,2009
33,7170
321720
309-138
29,580.1
281208

(Wom-9
Total

(IF
Savings

760
75V6
2 .1
40331
53405
11-1552
16,7679
232594
31,1973
429573
522213
658511
77,7210
84,3180
91,7202
98,8109
105,505.2
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Cmi tttf I'Yogtmu

Stale
Fiscal
Year

1992
1993
1991
1995
199
1997
1998
1999
21XX)
21XM
212
21X13
2001
21X15
21X16

2(XJ
2118
20XW
2010

Notes:

Deflinlllont

GuilUled
lleelplrntt
21,190
7.2,385
23,621
21811
25,952
26,805
28.031
29,070
30,166
31,17.3
32,231
33,332
31161
35,681
37,1:16
38,830
-10,888
<12,797
<1512

pr>)...In.11 Orind-
Falhried
Cot __ Recipients
63,570.1
67,155.0 22,385
70,872.0 22,798
7-1,523.0 21,527
77,856.0 20,179
80,-115.0 18,911
81,102.0 18,532
87,210.0 16,753
90,-198.0 15,801
93,519.0 11,890
96,693.0 11,051
99,996.0 13,261
103,303.0 12,512
107,052.0 11,827
111,-138.0 11,239
116,-190.0 10,721
122,66-1.0 10,315
128,391.0 9,860
133,626.0 9,371

[mrmmmiHim

SIM
Recipients

832
3,327
5,801
8,09

10,192
12,332
11,322
16,175
17,992
17,903
21,553
23,303

0

0
0
0
0

Tvil

SIM Hut
GindFilheied
Qualified
Recipients

22,385
23,630
21851
25,983
26,911
28,721
29,085
30,126
31,065
32,013
31,241
31,065
35,130
11,239
10,724
10,315

9,860

9,374

Grandfathered Reclpfenli = All persons paid via current jtrogram, declines In

accordance Willi mortality Hides maintained by AK Dept of Labor

using 1990 census resullts.

Assume each teclpleol deposits TFDJan 1of each year.
8.30% Annual Inleiesl Hele earmed on Investment

Current Program - assumes no changes to Ine law.

Total GF Cosl » OF cost cf giandfalhcied recipients

plua OF cosl of post 93 recipients.

Total OF Savings = Difference between total OF cost of current program If not

modified a>dthe cosl of the program If SIW becormes law.

'letlplrnti

art defined as lire Average Number of Warrants Issued In a rnortlli.

mmN xmmigmiwiiiiiiDinwifiH
l-onp.cvily llonus ITtigiitm

n%&%mu r|1i Llllpln%llrlatéQ

7 ITT)
* - Dividend
Received

$910.47
959.13
1,012.63
1,059.15
1,120.64
1,176.43
1,231.81
1,284.27
1,341.82
1,398.32
1,458.7.3
1,516.90
1,578.62
1,570.00
1,578.00
..1,578.00
1,578.00

' 1,578.00

Annual

Payments
Annuity

$111.7.6
237.93
381.89
513.79
726.95
932.51
1,162.30
1,418.03
1,702.54
2,018.13
2,367.87

. 2,754.51

3,181.55
3,644.82
4,147.47
4,692.84
5,284.56

Monthly

Payments
Annuity

$9.27
19.83
31.82
45.32
60.58
77.71
96.86
118.17
141.88
168.18
197.32
229.54
265.13
303.74
345.62
391.07
440.38

OF Cost
Of Grand.
Fathered
Recipients

68,392.6
6-1,580.0
60,536.1
56,732.2
55,594.5
50,258.5
47,410.6
44,671.2
42,151.8
39,781.7
37,537.4
35,480.3
33,717.0
32,172.0
30,913.8
29,580.t
28,120.8

Non GP
Caoil of
Post 9J

Recipients

92.6
791.6
2,216.5
4,350.3
7,409.1
11,499.7
16,616.5
22,936.6
10,632.1
36,292.0
51,034.7
64,188.3
0.0

0.0

0.0

0.0

0.0

fleshed 17/10/91

(tre)

OF Cent
Cosl of
Pent 91

Recipients

2,403.-1
9,189.4
15,195.5
19,649.7
23,166.9
25,496.3
26,319.5
25,588.4
23,343.9
17,657.0
13,624.3
5,720.7
0.0

0.0

0.0

0.0

0.0

SI38 Iteclplents = All persons entering the program after SOS becormes law, and assumes

the normal proportion of eligible people do actually apply for the smaller [>onis.
I’FD Dividend Received = based on Depl. of Revenue projections.

Annully « based on model previously develol<ed and maintained by legislative Research.
OF cosl of Gtandfalhercd Recipients = Number of Grandfalheicd recipients times S3,000.
Non-OFCost of Font 93 Recipients = Porlion nf 33,000 paid by innulllcs.
OF Cosl of Fosl 93 Recipients = Dalancc needed In GF as lonR as annuities ate less than 33,000

mit

' lris means one "seclplrnf* would i. »elvt JJ,000 per year. Il does nof trprale taacfly-fo lire number of people.

(enCa.ingj

Total
GF
Coil

70,796.0
73,769.4
75,731.6
76,381.9
78,761.5
75,754.8
73,730.1
70,259.6
65,495.7
57,438.7
51,161.7
41,21X1.9
33,717.0
32,172.0
30,913.8
29,580.1
28,120.8

Lol«l
GF

Savings

76.0
7.'3.6

21 ..>»
<1,033.1
53105
11,<55.2
16,767.9
23,259.-1
31.197.3
<12,557.3
52.221.3
65.851.1
77,721.0
81,318.0
91.720.2
98,810.9
105,505.2



FISCAL. ROTE

STATE OF ALASKA BILL N(
1992 LEGISLATIVE SESSIOI. il Version:C AST ft |
(S) Publish Date: » —&L |'~Cf cX
Revision Date: January 21. 1992 _ Department Affected: Administration
Title: An Act amending and making effective an annuity BRU: Division of Pioneers* Benefits
program and amendments to th- longevity bonus propram Component: Longevity Bonus Program
Sponsor: Senator Kerttula _ Administration
Requestor: Senate Rules Committee COMPONENT D1
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL 0 0 0 0 0 0
SERVICES
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 106.0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & 0 0 0 0 0 0
STRUCTURES
GRANTS, CLAIMS (0) 0 0 0 0 0
MISCELLANEOUS 0 0
TOTAL OPERATING 106.0
CAPITAL 0 0 0 0 0 0
REVENUE FUND 0 0 0 0 0 0
SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND 106.0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER FUND 0 0 0

SOURCE

TOTAL 106.0 0 0 0 0 0
POSITIONS:

FULL-TIME 0 0 0 0

PART-TIME 0 0 0
TEMPORARY 0 0 0 1

Estimate of current vear imoact: 0

ANALYSIS: (Attach a separate page if necessary.)
Impact for FY 92 is zero. This fiscal note assumes there would be an amendment to the computer program contract

(to modify’ the longevity bonus system to print and account for multiple checks) and computer services support.
Estimated cost is $89.0. Estimated cost for mailing and printing is $17.0.

Prenared bv: Barbara Bathonv Dt Phone: 465-4-400

Division: Pioneers' Benefits /(! Date: January 21. 1992
]

AnDroved by Commissioner: Nancy Bear Usera'/ / -7. /

Agencv: Administration Tvi1 Date: / s —

Distribution (by preparer)i LeTielotiYc ria., Legislative Spenser, Regxostor, OKSDBR, Gov. Legio. Oic., £ Lr-pacted
X”~eacy(ioB). J P g J b



Fiscal Note
i. CSSB 8 (SA)
January 21, 1992

Contractual costs are: Explaining program to 22,000 recipients,

2 mailings
plus printing of information.

2 mailings $ 12,000 (BftiUM coat of availing to b«
printing 5,000 B« n 92)
software program revision 89,000 «<rr 91 ..tiM t.)

$106,000

leg\cssb8fn.27



FISCAL NOTE N, /1

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: _
Title: An Actamending and making effective an
Annuity Program

B* Version;,C S S ftff CSTTfO
(S) Publish Date: ~ 9 A

Department Affected: Administration
BRU: Retirement and Benefits
Component: Retirement end_Benefits

Sponsor- Kertulla
Requestor Senate Rules Commiitoe COMPONENT SERIAL NO. 64
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY93 FY %4 FY 93 FY 96 FY 97 FY PS
PERSONAL SERVICES 4143 426.7 4395 4527 4663 4S03
TRAVEL 50.0 25.0 250 250 15.0 25.0
CONTRACTUAL 12013 11327 1.1327 1.1327 1.132.7 1.132.7
SUPPLIES 525 605 705 805 905 1005
EQUIPMENT 1441 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 1,862.2 1,644.9 1,667.7 1,690.9 1,714.5 1,738.5
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)
GENERALFUND 1S622 1644.9 1667.7 1690.9 1.7145 1.738.5
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE 0 0 0 0 0 0
TOTAL 1862.2 1644.9 1,667.7 1,690.9 1,714.5 1,738.5
POSITIONS
FULL-TIME: 8 8 8 8 8 8
PART-TIME: 0 0 0 0 0 0
TEMPORARY: 0 0 0 0 0 0
Estimate of current year imgpact: ____ _ _ Zew
,ANALYSIS: (attach a separate page if necessary.)

See attached for a detailed analysis
Prepared Bv:  Garv Bader / 1. Phone: 465-4470
Division: Retirement and Bene6ts o Date: 1/16/P2
Approved by Commissioner Nancv Bear Usera ¥ jv \s Date: <J~—

Agency: Department of Administration

Distribution (by preoarer): Legislative Finance, Legislative Sponsor, Requestor, OMB U Impacted Agencv(ies).

Rev 11/97?. * ‘ ~
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1

Committee Substitute for Senate Bill 8 (SA)
Fiscal note Analysis
Prepared by Division of Retirement & Benefits -
Department of Administration
January 16, 1992

Analysis: The cost of the annuity program is anticipated to be borne entirely by general fund (GF)
appropriations. This fiscal note assumes that approximately 5% of the permanen; fund
dividend recipients (25,000) will participate in the annuity program.

Eight full-time positions will be needed to administer this program on a continuing basis.
Even though we are proposing to contract with a private record keeper, eliminating the
need for a large staff, this bill requires extensive manual effort to interface with the
contractor. Personnel will handle counseling, address and beneficiary changes, account
maintenance, and cash contributions.

Travel in. FYjISJsjneeded to explain the.program and answer questions at several locations
throughout the state,-In subsequent years, there will continue to be the need for rural
education and counseling.

There are annual contractual needs for the operation of the annuity program as well as
contract with the annuity record keeper. These-ongoing-contractual needs are explained
below. The system will be highly automated to reduce the need for a larger staff. An
analyst/programmer V will coordinate D.P. activities.

On-going office supply needs will include microfilming supplies, computer paper stock,
annual statements of account and 1099's. In FY 93, there will also be a one time need for
office equipment and the purchase of a microfilmer and reader for file maintenance.

The total estimated administrative cost to the division by fiscal year is as follows:
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FY 93 FY 94
PERSONAL SERVICES

1 Retirement System Manager $81.1

1 Retirement Specialist 1/ 11 52.0

1 Retirement Technician 1/D 421

1 Accountant Il 52.0

1 Accounting Technician | 42.1

1 Clerk-Typist 1l 35.0

1 Accounting Clerk Il 37.9

1 Analyst/Programmer V 72.1
Total Personal Services COSt........ccceevevvevvrennen. $414.3
FY 93 Personal Services w/3% increase $426.7

TRAVEL

FY 93 - 35 trips to various locations throughout
the state for public meetings to explain the
program.

FY 94 and after - trips to various locations throughout
the state for annual enrollment counselling.

Total Travel COSt...oiiiiiiiiiccceecee, 50.0 25.0
CONTRACTUAL FY93 FY 94
CPU costs 20.0
Computer tapes 10.0
Disk space costs 20.0
Total DP resource S50.0 S50.0
Record Keeping Contractor
25,000 accts. @$35.00 875.0 875.0
Information Blitz,
TV, and Radio 85.0 35.0
RSA to PFD division 41.7 28.1
Postage: Information and
warrants 50.0 50.0
Audits 15.0 15.0
Actuarial Consulting 15.0 10.0
Centrex charges (8 lines), long
distance WATS line 30.S 30.8
Floor space (1,000 square feet at
2.25/mo) 38.8 38.8
Total Contractual coSt........cccoviiiviieiiece 1,201.3 1,132.7
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SUPPLIES FY 93 FY %4

Office supplies, calculators S 40 S 20
Microfilming supplies 35 35
Paper stock 40.0 50.0
Statement of Account 5.0 50
Total Supplies COSt.....covvviviiieiiiecieeee 52.5 60.5
EQUIPMENT
8 Work stations 36.8
8 Chairs 24
8 PCs and other office equipment 40.0
Other office equipment
(Dictaphone, calculators, etc.) 10.0
1 Printer 4.5
1 Microfilmer and reader 45.0
2 File cabinets 6
8 Phones (600/instrument) 4.8
Total Equipment cost 144.1 -0-
TOTAL Operations Cost $1862.2 S1.644.9

The continuing personal services costs is estimated to increase at 3% per year. The costs of
administration of this system is anticipated as general funds realized from the offsetting savings
realized from declining Longevity Bonus payments. Funding is anticipated from general fund
appropriations.
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FISCAL NOTE , \
. s Version: C.S.8 & 2 C ST ftl
STATE OF ALASKA . , i _
1992 LEGISLATIVE SESSION (5) Publish Date: Pl s
Revision Dote: FEBSGAKY 3. 1992 Deportment Affected: HEALTH & SOCIAI. SERVICES
Title:  ..AN.ACT RELAXIM TO THE ALASKA BRU:  ASSISTANCE PATIENT BRI1
LONGEVITY BONUS PROGRAM Component: ADULT PUBLIC ASSISTANCE - QAA &
Sponsor: Kerttula QAA ALB HOLD HARMLESS
Requestor: COMPONENT SERIAL NO. APA
ALB HH
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 38
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 (5.1) (59.6) (140.6)  (263.0) (433.1)
MISCELLANEQUS 0 0 0 0 0 0
TOTAL OPERATING 0 (5.1) (59.6) (140.6)  (263.0) (433.1)
CAPITAL 0. _0 ) W S W BN 0
REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 (5.1) (59.6) (140.6)  (263.0) (433.1)
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 0 (5.1) (59.6) (140.6) (263.0) (433.1)
POSITIONS:
FULL-TIME 0 0 0 0 0 W
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: M0 FISCAL IMPACT FY92

ANALYSIS: (Attach a separate page if necessary.) CSSB 8 continues the ALB Hold Harmless
program, but includes no hold harmless provision for annuity payments. See the
attached addendum for an analysis of the impact of this proposed change.

Prepared By: Jan L. Hansen. 'Director Phone:

Division: DIVISION OF Date:  Fchruary 3 1992
Approved hy rammictinnpr- Aheo"ere A. Mala. MD.

Agency: DEPARTMENT OF HEALTH & SOCIAL SERVICES Date:

Distribution (by preparer): Log. An. Legislative Sponsor. Requestor, OVB/DBR, Gov. Legis. Otc., &Impacted Agency(ies).
Rav 10/7/91 PsgaJ _ of



CSSB No. 8
Fiscal Note Addendum

PAGE 1
Division of Public Assistance
Assistance Payments BRU
Old Age Assistance (OAA) & Alaska Longevity Bonus Hold Harmless (OAA-ALB HH)
1 CSSB No. 8 continues the Hold Harmless program, but includes no Hold Harmless provision for annuity
payments.
2. We assume the first annuity payments will be made in fiscal year 1994, and that no OIld Age Assistance

applicants or recipients will elect to participate.

3. We assume that the bonus payments will decrease March 1,1994, and that OAA clients whose bonus payments
will be impacted will be as follows:

Bonus Annuitv OAA Clients Impac
FY93 $250 0 155
FY94 $242 58 458
FY95 $232 $18 789
FY96 $221 $29 1153
FY97 $210 $40 1565
FY98 $197 $53 1945
4. Only those who become 65 after January 1, 1994 will receive a declining ALB.
5. Longevity bonus and annuity amounts are based on Legislative Research Report 92.124.
6. There is no effect in FY 93 on Old Age Assistance clients impacted by this bill because annuity payments will

not begin until FY 94,

7. Costs assume average age of new applicants for Old Age Assistance will be 65.
8. Approximately 35 percent of all OAA recipients also receive SSI.

CSSB No. 8 provides for a redesign of the Longevity Bonus program to include an annuity and assumes continuation
of a full Hold Harmless for the bonus. The impact of this proposed change is two-fold: 1) As the ALB payments
decrease then the amount of ALB Hold harmless for federal Supplemental Security income (SSI) replacements also
decreases. The drop in ALBHH for SSI replacement is a net savings to the State. 2) As the bonus payment
decreases, the amount of ALB Hold Harmless for OAA replacement decreases and shifts back to Old Age Assistance.
The amount of this decrease is a dollar for dollar shift back to Old Age Assistance in the Adult Public Assistance (APA)
component.



* CSSB No? 8
Fiscai Note Addendum
PAGE 2

FY93 Frs4 FY95 FY96 FY97 FY98

Estimated number of 54 160 276 404 548 681
impacted aged

recipients receiving ALB

Hold Harmless that

replaces SSI income

(35% of OAA clients

impacted)

Estimated number of 101 298 513 749 1017 1264
impacted aged

recipients receiving ALB

Hold Harmless that

does not replace SSI

income (65% of OAA

clients impacted)

Total number of new 155 458 789 1153 1565 1945
OAA recipients

receiving ALB Hold

Harmless (100% of OAA

clients impacted)

Reduction in monthly 0 (8) (18) (29) (40) (53)
bonus S

Fiscal year State (9.5) (110.8) (260.7) (488.2) (803.9)
Savings for ALB Hold

Harmless Program

benefits to replace OAA

payments (65% of OAA

clients impacted X

bonus reduction x 12

months)

Fiscal year State (5.1) (59.6) (140.6) (263.0) (433.1)
Savings for ALB Hold

Harmless Program

benefits to replace SSI

payments (35% of OAA

clients impacted X

bonus reduction x 12

months)

Fiscal year State Cost 9.5 110.8 260.7 488.2 803.9
for non-SSi OAA
recipients (non-SSi
clients x bonus
reduction x 12 months)

Net Savings to State 0 (5.1) (59.6) (140.6) (263,0) (433.1)
resulting from CSSB 8



\ FISCAL NOTE

STATE OF ALASKA ~>pill Version: C 5 5& <? f.STTfft

1592 LEGISLATIVE SESSION (S) Publish Date: J?-£.1 ~7J
Revision Date:  2/3/92 Department Affected: . Health & Social Services
Tithey An Act amending and making BRU: M edicaid
eitective an anr.umty program. Component: ®wA* Hold Harmless and Medicaid
Sponsor: Kertulla Non-facility
Requestor: COMPONENT SERIAL NO. 0 2 3 0
EXPENDITURES/REVENUES: (Tbou-jznda of Dollars) 0 2 3 L

OPERATING P.' 93 FY 94 I FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES o o 0 0 0 0
GRANTS. CLAIMS 0 1 0 ! 0 0 0 0
MISCELLANEQUS 0 0 I 0 0 0 1 0
TOTAL OPERATING 0.0 0.0 0.0 00 - 0.0 0.0
CAPITAL 0 0 0 0 0 0
REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING: {Thousands of Ddars)

GENERAL FUND 0 0 0 0 0 Q
FEDERAL FUNDS 0 0 0 0 0 0
OTHER '

FUND SOURCE: 0 0 0 0 0 0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
POSITIONS:

FULL-TIME 0 0 0 0 0 1

PART-TIME 0 0 0 n n

TEMPORARY 0 0 i 0 0 0

Estimato of curtent year impact: None

ANALYSIS: (Attach o'separato page if necessary.)

CS S3 8 would result in net savings to the state. See attached analysis

Prepared Ey: vy Phone:----—- AB5 3355------—- —
Division: Division of MedicalAssistance Date: ———————=== == -
Approved by Commissioner: L+

Agency: Department of Health &Social Services Date:

Diavibiroon (by pripar«: An.. LkjwUovh Sperwor. Heqgowlof. OVEDER. Gow. Oc.. &lrpc.od "QF>SY(H. 2

a«v 10/7/51 ' - FSs - *



FYO93

FY94

FISCAL NOTE ANALYSIS
CS SB 8

There is no fiscal effect on Medicaid (0230) or the Alaska
Longevity Bonus Hold Harmless ("ALB HH") medical component
(0231) for FY93 as the ALB reduction would not begin until
FYo4.

and following

A change made to the ALB HH medical assistance program in TY
92 significantly reduced the number of ALB HH recipients by
allowing nearly all Medicaid recipients receiving ALB payments
ao retain their Medicaid eligibility. (Anticipated FY93
expenditures were reduced from $1,800,000 to $44,000.)

CS SB 8 would decrease the ALB payment by $8 in FY94; the
decreased amount would grow each year FY98, when the bonus
will be decreased by a total of $53. Even by FY98, when the
$53 decrease ifs reached, the number of recipients affected
will be minuscule and total funding effect negligible, even if
all the recipients remaining the ALB HH program were to elect
the annuity option, which is unlikely.



FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:

Title: An Actamending and making effective an
Annuity Program

Sponsor Kertulla

Requestor Senate Rules Committee

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94
PERSONAL SERVICES 4143 426.7
1RAVEL 50.0 250
CONTRACTUAL 12013 11327
SUPPLIES 525 605
EQUIPMENT 1441 0
LAND & STRUCTURES 0 0
GRANTS, CLAIMS 0 0
MISCELLANEOUS 0 0
TOTAL OPERATING 1,862.2 1,644.9
CAPITAL 0 0
REVENUE 0 0

FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERAL FUND 18622 1614.9
FEDERAL FUNDS 0 0
OTHER

FUND SOURCE 0 0
TOTAL 1862.2 1644.9
POSITIONS

FULL-TIME: 8 8
PART-TIME: 0 0
TEMPORARY: 0 0
Estimate of currentyear impact: zero

ANALYSIS: (attach a separate paee if necessary.)

See attached for a detailed analysis

BILL NO.CSS3 8 (SA) am

Department Affected:

Administration

BRU: Retirement and Benefits
Component: Retirement and Benefits

COMPONENT SERIAL NO. 64

FY 95 FY 96 FY 97 FY Y8
4395 4527 4663 4803
25.0 25.0 25.0 25.0
1,132.7 1.1327 1.132.7 1.132.7
705 805 905 1005

0 0 0 0

0 0 0 0

0 0 0 0

0 0 0 0
1,667.7 1,690.9 1,7145 . 1,738,5

0 0 0 0

0 0 0 0
1,667.7 1690.9 1.7145 1.738.5

0 0 0 0

0 0 0 0
1,667.7 1,690.9 1,714.5 1,738.5

8 8 8 8

0 0 0 0

0 0 0 0

Phone: 4651470
Date: 2/26/92
Date:

id . RS
Prepared Bv: Garv Bader / /',
Division: Retirement and Benefits_
Approved by Commissionen Nancv Bear Usera
Agency: Department of Administration e~

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB S Impacted Agency(ies).

Rev 11/91

Pagel_oM



FY 93 FY 94

SUPPLIES FY 93 FY 94
Office supplies, calculators $ 40 $ 20
Microfilming supplies 35 35
Paper stock 40.0 50.0
Statement of Account 5.0 5.0
Total Supplies COSt......ccvvveiiiiiiieerc e, 52.5 fe05
8 Work stations 36.8
8 Chairs 2.4
8 PCs and other office equipment 40.0
Other office equipment
(Dictaphone, calculators, etc.) 10.0
1 Printer 4.5
1 Microfilmer and reader 45.0
2 File cabinets 6
8 Phones (600/instrument) 4.8
Total Equipment cost 144.1 rllz.
TOTAL Operations Cost S1862.2 51,644.9

The continuing personal services costs is estimated to increase at 3% per year. The costs of
administration of this system is anticipated as general funds realized from the offsetting savings
realized from declining Longevity Bonus payments. Funding is anticipated from general fund

appropriations.
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FISCAL NOTE
STATE OF ALASKA BILL NO. CSSB 8 (sr) am
1992 LEGISLATIVE SESSION

Revision Date: February 28. 1992 Department Affected: Administration
Title: An Act amending and making effective an annuity BRU: Division of Pioneers' Benefits
program and amendments to the Longevity Bonus Program ..Component: Longevity Bonus Program
Sponsor: Senator Kerttula

Requestor: (TO State Affairs

COMPONENT
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL 0 0 0 0 0 0
SERVICES
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 106.0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & 0 C 0 0 0 0
STRUCTURES
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0
TOTAL OPERATING 106.0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE
FUND SOURCE: 0 0 0 0 0 0
FUNDING: (Thousands of Dollars)

GENERAL FUND 106.0

FEDERAL FUNDS 0 0

OTHER

FUND SOURCE: 0 0 0 0 0 0

TOTAL 106.0

POSITIONS:

FULL-TIME

PART-TIME 0 0 0

TEMPORARY

Estimate of current year impact: None

ANALYSIS: (Attach a separate page if nece”ary.)

See attached.
Prepared by: Dennis L. DeWitt. Directg& "y”" *r~ Phone: 465-4400
Division: Pioneers* Benefits Date: February 28. 1992
Approved by Commissioner: Nancv Bear Usera /
Agency: Administration Date: 2— 70

1 t
Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legis. Ofc., & Imparted Agency(ies).

Rev 10/07/91 Page 1 of 2
leg\cssn8Jh27



FISCAL NOTE
CSSB 8 (SA) am
FEBRUARY 28, 1.992
Page 2 of 2

This fiscal note assumes we would amend our current computer
contract (to modify the longevity bonus system to print and account
for checks in various amounts) and computer support services. We
expect that we will need to do 2 mailings to the 23,500 bonus
recipients to explain the new program.

Contractual Costs

Printing $ 5.0
Mailings (2) 12.0

Program software
revision 89.0
Total 106.0

leg\c:ssb827



FISCAL NOTE

STATE OF ALASKA

1992 LEGISLATIVE SESSION

Revision Date: February 28. 1992
Title: An Act amending and making effective an annuity

program and amendments to the longevity bonus program
Sponsor: Senator Kerttula

BILL NO. CSSB 8 (SA) am

Department Affected: Administration

BRU: Division of Pioneers’ Benefits

Component: Longevity Bonus Progrnm
Grants and Administration

Requestor: (H) STA-

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94
PERSONAL 0 0
SERVICES
TRAVEL 0 0
CONTRACTUAL 0 0
SUPPLIES 0 0
EQUIPMENT 0 0
LAND & 0 0
STRUCTURES
GRANTS, CLAIMS (0) (76.0)
MISCELLANEOUS 0 0
TOTAL OPERATING 0 (76.0)
CAPITAL 0 0
REVENUE FUND 0 0
SOURCE:

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 (76.0)
FEDERAL FUNDS 0 0

OTHER FUND 0 0
SOURCE

TOTAL 0 (76.0)
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year impact: 0

ANALYSIS: (Attach a separate page if neces
Impact for FY 93 is zero.

COMPONENT 1 010
FY 95 FY 96 FY 97
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
(753.6) (2,124.4) (4,033.1)
0 0 0
(753.6) (2,124.4) (4,033.1)
0 0 0
0 0 0
(753.6) (2,124.4) (4,033.1)
0 0 0
0 0 0
(753.6) (2,124.4) (4,033.1)
0

Prepared by: Dennis L. DeWitt, D irrcAAANANNANJANNNNNNNFgne: 465-4400

BIViSIOR®  Pioneers! BianBfits (_

Approved by Commissioner: Nancv Bear Useraed|/*

Agency: Administration

Dae®  EEROYinary 98. 1992

/

Date:
T

FY 98

o O O o o

(5,340.5)
0
(5,340.5)

(5,340.5)
0
0

(5,340.5)

Distribution (by propnror)m legislative rin., Legislative Sponsor, Roguostor, OKB/DBR, Gov. Legis. Ofc., t Inpnctod

Agency(ies).
Rev 02/28/S2
leg\ce*bS.fn
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FISCAL NOTE
CSSB 8 (SA) am
February 28, 1992

Projected annual savings under this proposal are tenuous because
they depend upon a number of variables that cannot be predicted
accurately. These projections were prepared as a joint project of
the Legislative Research Agency and the Alaska Longevity Bonus
program in April 1991 and updated by the Longevity Bonus program in
December 1991. A brief discussion of some of the more important
assumptions and variables follows.

The Bonus amount for those turning 65 after January 1, 1994, s
$250 Iless than the annuity payment for those who turn 65 in the
current year. The annuity payment depends upon:

Permanent Fund Dividends-we use projections provided by
the Permanent Fund Corporation;

the interest rate at which earnings accrue and the
interest rate used to determine an annuity-we used 8.5
percent as a reasonable estimate in both cases provided
by Legislative Research;

the life expectancy of a 65 year-old we used figures
provided by the Alaska Department of Labor; and

the frequency of bonus adjustments-we assumed that
bonuses would be adjusted at the beginning of each
fiscal year and remain fixed throughout the year.

The number of recipients who receive $250 per month was determined
by applying mortality and migration figures-supplied by the Alaska
Department of Labor-to the projected number of recipients who will
be on the program prior to 1992

The number of recipients who receive reduced bonuses was determined
by applying population, mortality and migration figures to the
current number of recipients in order to determine the number of
new applicants in each year. Migration and mortality figures were
then applied to new applicants in order to determine the number of
recipients who will receive reduced bonuses in each year. See
additional assumptions on the spreadsheet

Caveats

Projections exclude the cost of administering an annuity program.
The assumption is that this agency's involvement with the annuity
portion of the program would be limited to being informed of the
amount by which bonus warrants should be reduced. Expected costs
of modifying the program in order to pay amounts other than a fixed
$250 are included in the FY 93 contractual line.

Page 2



Projections exclude the savings that would occur under the "hold
harmless" provisions of AS 47.45.122. Those <costs would be
reflected in this fiscal note only if the legislature appropriates
hold harmless funds to this agency for subsequent transfer to the
Department of Health and Social Services.

Projections exclude savings that might occur if the number of
recipients declines as the program becomes less financially
attractive to participants and potential participants.

leg\cssb826.fn
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Cm rent IYogrniu

Stale
risol
Year

1992
19"
1991
1995
1996
1997
1998
1999
20X}
2fX)1
2002
2003
2(X)1
2005
20:vi
21XI17
2000
2009
2010

Notes:

Qualified
lleelplent;
21,190
22,385
23,621
21,811
25,957.
26,805
28,031
29,070
30,166
31,17.3
32,231
33,332
31,161
35,681
37,116
38,830
10,888
12,797
41,542

Giindfilhet cd Recipients = All persons paid via current program, declines !o
accordance wlih moitallty lables maintained by AK Dept o( | *>or

Curienl Trojrtm - assumes nn changes lo the law.
Total GF f.Vsl @GF cost of grandfalhcted recipients
plu» GF cost of post 93 recipients.

fin

QOnilVEei Ot«nd-
Falliercd
Cos Recipients
63,570.0
67,155.0 22,385
70,872.0 22,798
71,523.0 21,527
77,856.0 20,179
80,115.0 18,911
81,102.0 18,532
87,210.0 16,753
90,198.0 15,801
93,519.0 11,890
96,693.0 11,051
99,996.0 13,261
103,383.0 12,512
107,052.0 11,827
111,138.0 11,239
116,190.0 10,721
122,661.0 10,315
128,391.0 9,860
133,626.0 9,371

using 1990 census results.
Assume each recipient deposits JTD Jan 1of each year.
8.5096 Annual [Vcresl Rate eair*d on Investment

SIM 4
Recipients

832
3,327.
5,801
8,000

10,192
12,332
11,322
16,175
17,992
17,903
21,553
23,303

0

0
0
0
0

mnnumninnniiuimn T unimm*
Longevity Domu I’rogmra
s Redefined by SIJ 8

Total

SIMPlus
GrnJFathered, JH)
Qualified Dividend
Recipients Received

22,385  $910.17
23,630  950.13
21,851  1,012.63
25,983  1,059.15
26,911  1,120.61
28721  1,176.13
29,085  1,231.81
30,126  1,281.27
31,065 1,311.82
32,013 1,390.32
31,211  1,158.23
31,065 1,516.90
35130  1,578.62
11,239 1,578.00
10,721  1,578.00
10,315 . 1,578.00
9,860 : 1,578.00
9371 ; 1,578.00

Annual
Payments
Aonully

$111.26

237.93

381.89

513.79

726.95

932.51
1,162.30
1,118.03
1,702.51
2,018.13
2,367.87
2,751.51
3,181.55
3,611.82
1,117.17
1,692.81
5,281.56

Monthly

Payments
Annuity

$9.27
19.83
31.82
15.32
60.58
77.71
96.86
118.17
111.88
168.18
19772
229.51
265.13
303.71
315.62
391.07
110.38

o0
GF Cosl
Of Grand-
fathered

Recipients

68,392.6
61,580.0
60,536.1
56,732.2
55,591.5
50,258.5
17,110.6
11,671.2
12,151.8
39,781.7
37,537.1
35,180.3
33,717.0
32,172.0
30,913.8
29,580.1
28,120.8

(@Dmilt/)
Non GF
Cost of
r<nt9J
Recipients

92.6
791.6
2.216.5
1,350.3
7,109.1
11,199.7
16.616.5
22.936.6
30,632.1
36,292.0
51,031.7
61,188.3
0.0

0.0

0.0

0.0

0.0

Rolled 17710/91

@@
GF Cost
Cosl of
Tost 9J
Recipients

2,103.1
9,189.1
15,195.5
19,619.7
23,166.9
25,196.3
26,319.5
25,588.1
23,313.9
17,657.0
13,621.3
5,720.7
0.0

0.0

0.0

0.0

0.0

SD3 Recipients = All persons entering the program after SIM becormes law. and assumes
the normal proportion of eligible people do actually apply for the ameiler bonus.

I'TO Dividend Received = based on Dept, of Revenue projections.

Annully - based on model previously developed and maintained by legislative Rrseaith.
GF cosl of Grandfalhcted Recipients = Numlcr of Grandfathered recipients limes 57,000.

Ncn-OFCost of Post 93 Recipients = Portion of 53,000 paid by annuities.

GF Cosl of Tost 93 Recipients ¢ Balance Deeded lo GF as long as annuities are less than 53.000

Total GF Savings = DIKcrenct between total GF cosl of current ptogiam If not

modified and the oosl of the progiam If SD8 becomes law.

IMInllloat "Recipients" art deflocd »l Hit Aaerage Number of Warrants Issued In a month.

Ibis incam one "ifflpleul" would rttelvt JJ,000 per year. Il doe* aid tipiale eiactly lo Hie number of people.

(C0fi.In,J)

Total
GF
Cosl

70,796.0
73,769.1
75,73!.6
76.3819
78.761.5
75,751.8
73,730.1
70,259.6
65,195.7
57,138.7
51,16 1.7
11,200.9
33,717.0
32,172.0
30.913.8
29,580.1
28,120.8

(noor~tixa)

Total
<r
Savings

76.0
753.6
2,121.1
1,033.1
5,310.5
11,155.2
16,767.9
23,259.1
31,197.3
12,557.3
52,221.3
65,851.1
77,721.0
81.318.0
91,720.2
98,810.9
105,505.2
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION
CSSB 8 (STA) am ANALYSIS
As of March 2, 1992

Assumptions;

1.

This bill is the only Permanent Fund Dividend checkoff bill that
will become law. This fiscal note could change iif other PFD
checkoff bills are introduced and become law.

The Department of Administration will charge the Department of
Revenue for the required additional computer time.

The cost of programming changes will be a one-time cost. Ongoing
maintenance of new programs would be accomplished by existing
staff. The computer system will need to be changed to account for
the change in the program, to establish new accounting controls and
to provide for the transfer of funds to the trust account. The
following tasks will require the following programming hours.

Hours
a. Wana Daiv Entry Processing Updates 75.0

(1) Data entry
(2) Batch lists
(3) Corrections
(4) Wang to IBM transfer

b. I3M File Processing Updates 30.0
(1) Edits
(2) 3atch listings
(3) Worksheets

c. CICS Online Programsfor Lookup and Changes 37.5
d. Nightly Updateof -Changes 22.5
e. Haxrant—ilaha. 90+0
(1) Printing warrants with different
amounts. Include check stub messages.

(2) Modify warrant registers as needed
for balancing.

(3) Create new program for transferring
accumulated decisions to trust account
and to account for the reserve necessary
due to returned and cancelled PFD warrants.

f. Mis.ceilans.Q-Vts. 45.0
(1) Setting up test files on IBM
(2) Systems testing

Page 2 of 3



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION
C55B_8 .(STA) am .ANALYSIS
As of March 2, 1992

The cost of document review, data capture and the data processing
chargeback will be continuing. One Document Processor | position
would be required for three months to assist in the manual review
and coding of 535,000 applications. One Data Processing Clerk |1
position would be required for two months to assist in data capture.

There will be an additional cost associated with an extra page in
the PFD booklet necessary to describe the annuity options.

Garnishments and assignments will take precedence over contributions
to the annuities in the order established by statute. The PFD
Division will only honor contributions to the extent than an
individual's permanent fund dividend has not otherwise been assigned
or garnished.

The PFD Division will be responsible for electronically transferring
contributions to the annuity account.

The Treasury Division will be responsible for the accounting and
management of the annuity account.

Cost Summary:

1.

Personal Se.tyi-Cg-S.

. FY.BA .EX..95
1 PPT Analyst/Programmer V, R21 @ $5,770.74/Mo
including salary and benefits for 2 months.
PCN 04-6011 would be funded for an additional
2 months. $13.6 $ -0-
1 PPT Document Processor I, R7 @ $2,573.60/Mo
including salary and benefits for 3 months.
This position represents the equivalent of
the additional time and effort. 7.7 7.7
1 PPT Data Processing Clerk I, R8 @ $2,699.03/Mo
including salary and benefits for 2 months.
This position represents the equivalent of
the additional time and effort. 5.4 5.4
Total Personal Services 26.7 13.1
Contractual Services
a. Data Processing Chargeback 5.0 5.0
b. Printing charge for extra page 10.0 10-0
Total Contractual Services 15.0 15.0

TOTAL COST $



= FISCAL NOTE

SIATE OF ALASKA BILL NO. CS for SB 8 (STA) am
192 LEGISLATIVE SESSION

levision Date:  March 2 1992 Deportment Affected: Revenue

‘itle:  An Act amending and making effective an annuity BRU: Operations

‘rogram and amendments to the longevity bonus and P.F.D.. Component: Treasury Management

iponsor: Kcmula, Halford
Requestor House State Affairs Component Serial No.

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

1 PERSONAL SERVICES 0 5.0 5.0 5.0 5.0 5.0
1TRAVEL
CONTRACTUAL 0 20.0 20.0 20.0 20.0 20.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 25.0 25.0 25.0 25.0 25.0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND/Unrestricted

FEDERAL FUNDS
OTHER 0 25.0 25.0 25.0 25.0 25.0

TOTAL 0 25.0 25.0 25.0 25.0 25.0

POSmMONS:

FULL-TIME i
PART-TIME

TEMPORARY
estimate oi current year unpact: None

ANALYSIS: The 25.0 expenditure in total operating costs is the basic personal services and contractual costs for a trust managed by
the Treasury Division. Contractual costs would consist of external investment management,accounting, auditing, and custodial
sendees. Future cost increases are dependent on the asset growth of the trust fund from contributions and market gains.

Prepared by: Brian C. Andrews Phone:  465-2300
Division: Treasure 7 n /C tt I Date: March 2, 1992
Approved by Commissioner:

Agency: Revenue
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 12/91 Page of



Alaska Longevity Bonus Program

General Fund Costs/Savings
Costof Costof Annual Curulative

«*r

and Senate Bill 8

Fiscal Current SB 8  Savings Savings
Year Program Program SB 8 SB 8
1993 67.2 67.2 0.0 0.0
1994 70.9 70.8 0.1 01 Cosl ol Currentand SB 8 Longevity Bonus Programs
1995 74.5 73.5 11 1.2
1996 77.9 75.5 24 3.6
1997 80.9 76.7 4.2 7.8 140.0 -r
1998 8.1 77.3 6.8 14.6
1999 87.2 77.2 10.0 24.6
2000 90.5 76.3 14.1 38.7 120.0 -- Annual Appropriation Required to  /
2001 93.5 74.4 191 57.8 Continue Existing Longevity Program
2002 96.7 71.6 25.1 82.9
2003  100.0 67.6 324 1153 100 #
2004 103.4 62.4 40.9 156.2
2005 107.0 55.9 51.2 207.4
2006 111.4 47.8 63.6 271.0 8 80.0
2007 116.5 37.8 78.7 349.7
2008 122.7 35.0 87.7 437.4
2009 128.4 334 95.0 532.4 2 600
2010 133.6 31.9 101.7 634.1 2
40.0 4- Annua] Appropriation Required to
Note: i Implement SB 8in Place ol Existing
*All Dollar Amounts are in Millions of Nominal Dollars. j Longevity Program
sImplied migration and nortality rates are from 200 —
Alaska Department of Labor.
‘Annuity Interest Rate 7%
*No Annual Annuity Service Charge 0.0 - - A1
815Q17%:.|OF)!
= rg “r-0 §C Jl

Revised 3/5/92

Page 10F2
Prepared by Legislative Research Agency -1/2/2 (-124)

Fiscal Year

2010



Alaska Longevity Bonus Program and

Projected Annuity and
Dividend Payments

seal Qualified
‘ear Recipients

1993 22385
1994 22488
1995 21469
1996 20512
1997 19587
1998 18/37
1999 17843
2000 17018
2001 16237
2002 15484
2003 14773
2004 14086
2005 13431
2006 12807
2007 12220
2008 11657
2009 11136
2010 10641
Page 20F2

Senate Bill 8

Longevity Bonus Recipients -

35000
w 30000
¢ 25000
*2 20000
8m 16000
Q 10000

SB 8

Post FY 93 Rea'piepls-

Contintjing Recipient!

Rscal Year

Fiscal Year
PostFY 93  Total Dividend Annual Monthly Post FY 93 Totai Monthly
Recipients Recipient* Received Annuity  Annuity  Bonus  Annuity+Dividend
"0 22385 924.00 0.00 * <%= 0.00;ii =-250.00 250.00
1137 23625 970.00 101.55-nBI1fl.46 iT 241.54 250.00
3373 24842 ' 1022.00 21526 M-17.94- »232.06 250.00
5441 25953 1066,00 342.65/ w8:55b\221.45 250.00
7383 26970 1111.00 483.804:v 40:321 V:209.68 25C.00
9345 28032 1171.00 639.76-s '£3.31 %196.69' 250.00
11224 29067 1221.00 813.24V 67.77- :182.23 250.00
13144 30162 1271.00 1004.36 : 83.70V  166.30 250.00
14932 31169 1321.00 1214.36 :: 101,20 g 148.80 250.00
16743 32227 1374.00 144454 ' +120.36v 250.C:
18555 33328 1426.00 1696.67 141.39 : 108.61 250.00
20372 34458 1479.00 1972.15V"164.35' 85.65 250.00
22250  356bl 1533.00 2272.75 ; 189.40 :V60.60' 250.00
24338 37145 1589.00 2600.33 216.69 33.31 250.00
26607 38827 1647.00 2956.98V 246.42 . W 3.58 250.00
29228 40885 #706.00 3344.98 I: 278.75 0.00 278.75
31659 42795 1766.00 3766.63V 313.89 V. 0.00 313.89
33899 44540 1830.00 422438 352.03 .: 0.00 352.03

Revised 3/5/92



Alaska Longevity Bonus Program, SB 8, Options A & B

Yearly Cost of Longevity Bonus
(Millions of Dollars)

Fiscal
Year Qurrent SB 8 ODtion A ODtion B
1993 67.2 67.2 67.2 67.2
1994 70.9 70.8 70.8 70.8
1995 74.5 73.5 73.6 73.5
1996 77.9 75.5 75.7 75.6
1997 80.9 76.7 771 77.0
1998 84.1 77.3 78.0 77.8
1999 87.2 77.2 78.2 77.9
2000 90.5 76.3 77.8 77.4
2001 93.5 74.4 76.4 75.9
2002 96.7 71.6 74.1 73.4
2003 100.0 67.6 70.9 70.0
2004 103.4 62.4 66.5 65.4
2005 107.0 55.9 60.8 59.5
2006 111.4 47.8 53.7 52.1
2007 116.5 37.8 449 42.9
2008 122.7 35.0 35.0 35.0
2009 128.4 33.4 334 334
2010 133.6 319 31.9 31.9

Prepared by Legislative Research Agency- 03/18/92 (92.200)
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4 *

Fiscal
Ysai
1593
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Fiscal
1S3X
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2J05
2006
2007
2008
2009
2010

Permanent Fund Dividends

(Dollars)
SB9 ODtion A
924 806
970 849
1022 899
1066 942
1111 988
1171 1049
1221 1102
1271 1155
1321 1210
1374 1268
1426 1327
1479 1388
1533 1452
1589 1519
1647 1589
1706 1662
1766 1724
Bo 1791

ODtish Q
839
883
933
975

1020
1081
1133
1186
1240
1298
1356
1417
1480
1547
1617
1687
1749
1815

Monthly Annuities and Longevity Bonuses

SB 8

Morthly PostFY 93

Annuity
0.00
8.46

17.94
23.55
40.32
53.31
67.77
83.70
101.20
120.38
141.39
164.35
189.40
216.69
246.42
278.75
313.89
352.03

Bonus
250.00
241.54
232.06
221.45
209.68
196.69
182.23
166.30
148.80
129.62
108.61
85.65
60.60
33.31
3.58
0.00
0.00
0.00

(Dollars)

Option A
Monthly PostFY 93
Annuity Bonus
0.00 250.00
7.38 242.62
15.67 234.33
25.00 225.00
35.38 214.62
46.91 203.09
59.80 190.20
74.08 175.52
89.84 160.16
107.21 142.79
126.33 123.67
147.33 102.67
170.35 79.65
195.57 54.43
223.18 26.82
253.35 0.00
286.31 0.00
322.14 0.00

Prepared by Legislative Research Agency- 03/18/%2 (2.20)

Page 20F2

Option B

Morithly PostFY 93

Annuity
0.00
7.68

16.31
26.00
36.74
48.66
61.97
76.68
92.91
110.77
130.41
151.96
175.57
201.42
229.69
260.57
294.26
330.88

Bonus
250.00
242.32
233.69
224.00
213.26
201.34
188.03
173.32
157.09
139.23
119.59
98.04
74.43
48.58
20.31
0.00
0.00
0.00



»1) mivm iize.

Date Referred: February 20. 1992 FURTHER REFERRALS: Judiciary
Finance

Dale of Commiiice Action: fa2-

The STATE AFFAIRS Commiiiee considered: CSSB 8(STA) am

CS FOR SENATE BILL NO. 8 (STATE AFFAIRS) am ANNUITY PROGRAM AMENDMENTS

"An Act amending and making effective an annuity program and amendments to the longevity bonus program
and the permanent fund dividend program provided 'or in secs. 2 - 18, ch. 99, SLA 1985; and providing for an

effective date."

RECOMMENDATIONS: I ) the same title
be replaced with I ] anew title

[ ] have attached amendments(s)

[ ] do pass

[ ] do not pass

[%) no recommendations

[ ] individual recommendations

[ 1 additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Do) APPROVES PREVIOUS: (Dopt/Due)
[A fiscal impact rN p\] fiscal note(s)
f ] zero fiscal note [ 1 zero fiscal note(s)
SIGNING DO PASS OTHER RECOMMI

/CHAIRMAN'S 'SIGhkWRE



Alaska State Legislature

130 Seward Sircet, Suite 218
Juneau. Alaska 99801-2190

Legislative Research Agency
Phone: (907) 465-3991

Fax: (907) 463-3351

March 16, 1992

MEMORANDUM
TO: Representative Gene Kubina”7/A
FROM: Paul Engelman and Paulax). scavera

Legislative Analysts

RE: Variations of Senate Bill 8 (Longevity Bonus and Annuity Payments)
Research Request 92.200

You asked how two variations of Senate Bill 8 would affect projected annuity
payments and expenditures. The two variations, called SB 8 Option A and Option
B in this memorandum, eliminate general fund expenditures of the Alaska
Longevity Bonus Program.

Senate Bill 8 Option A shifts general fund costs for the Longevity Bonus
payments to the Permanent Fund Dividend Distribution Account. This results in
smaller permanent fund dividends which result in smaller annuity payments and
larger longevity bonus payments than the original SB 8.

Under SB 8 Option A and the original SB 8, fiscal year 2008 remains the year
in which the monthly annuity exceeds $250 per mcnth. However, the yearly cost
of SB 8 Option A is greater than the original SB 8 for fiscal years 1995
through 2007, for the reasons stated above.

Senate Bill 8 Option B is the same as Option A except individuals age 65 prior
to January 1, 1994 are ineligible to receive a permanent fund dividend, but are
still eligible for longevity bonus payments. This results in larger permanent
fund dividends, larger annuity payments and smaller longevity bonus payments
than Option A. Yearly cost savings over Option A occur in the fiscal years
1995 through 2007.

These affects of Options A and B are shown in detail in the attached tables.
If you have any questions or need further assistance, please contact this

agency.

Attachments



Option A
Alaska Longevity Bonus Program and Senate Bill 8
With Longevity Bonus Payments Paid From The Permanent Fund Dividend Distribution Account

General Fund CostcF
Cost of Prooosed Cost of SB 8

Fiscal Qurrent SB 8 using General
Year Program Program Funds .
003 679 s g Qoil d Qurrant and SBS Longowtly Borus Progrars
1994 70.9 70.8 70.8
1995 74.5 73.6 73.5 1400 -r
1996 779 75.7 755" '
1997 30.9 771 76.7 |
1998 84.1 78.0 77.3 120.0 -r Annual Appropriation Required lo y *
1999 87.2 78.2 77.2 Continue Existing Longevity Program
2000 90.5 77.8 76.3
2001 93.5 76.4 74.4
2002 96.7 74.1 71.6
2003 100.0 70.9 67.6
2004 103.4 66.5 62.4
2005 107.0 60.8 55.9
2006 111.4 53.7 47.8
2007 116.5 44.9 37.8 60.0 t
2008 122.7 35.0 35.0
2009 128.4 334 334 | \
2010 133.6 31.9 31.9 40 0 — Annu.il Appropriation Required lo \
Implement SB 8in Race ol Existing —
j Longevity Program
Note: 20.0 r

*All Dollar Amounts are in Millions of Nominal Dollal

'Implied migration and nortality rates are from 1

Alaska Department of Labor. |

'‘Annuity Interest Rate 7%

*No Annual Annuity Service Charge

'All funds from the permanent fund distribution Fiscal Year
account resulting in loner permanent fund

dividends to individuals

Page 10f2
Prepared by Legislative Research Agency -03/16/2 (2.20)

2010



Option A

Alaska Longevity Bonus Program and Senate Bill 8
With Longevity Bonus Payments Paid From The Permanent Fund Dividend Distribution Account

Projected Annuity and Longevity Bonus Recipients
Dividend Payments SB 8
0000 ¢ 35000 t Post FY 93 Recipi '
pients
3000 i i@ 300Q;
<+ annual Annuity*Received C. 25C00 ¢
5 2000 «i 20000
"o : ’ E— «=f 15000 7
‘-j L] —— - Dividend Received &: 1?338\] Continuing ReCipientS'"
nr=—— H 0 -
koo = MO W 5 & it Q
z & & BGA S A > 8
Fiscal Year Fiscal Year

Fiscal Qualified Post FY 93 Total Dividend Annual Monthly Post FY 93 Total Monthly
Year Recipients  Recipients Recipients Received Annuity  Annuity  Bonus  Annuity+Dividend

1993 22385 0 22385 806.00 0.00 0.00 X,. 250.00 250.00
1994 22488 1137 23625 849.00 88.58 738  242.62 250.00
1995 21469 3373 24842 899.00 188.09 +*15.67  234.33 250.00
1996 20512 5441 25953 942.00 300.06 25.00  225.00 250.00
1997 19587 7383 26970 988.00 42459 3538  214.62 250.00
1998 18687 9345 28032 1049.00 562.00 4691  203.09 250.00
1999 17843 11224 29067 1102.00 717.59 ’:-59.80  190.20 250.00
2000 17018 13144 30162 1155.00 888.93 'w+ 74.08  175.92 250.00
2001 16237 14932 31169 1210.00 1078.10  89.84  160.16 250.00
2002 15484 16743 32227 1268.00 1286.55 10721 142.79 250.00
2003 14773 18555 33328 1327.00 1515.96 126.33  123.67 250.00
2004 14056 20372 34458 1388.00 1767.92 147.33  102.67 250.00
2005 13431 22250 35681 1452.00  2044.22 170.35 79.65 250.00
2006 12807 24338 37145 1519.00  2346.89  195.57 54.43 250.00
2007 12220 26607 38827 1589.00  2678.12 223,18 26.82 250.00
2008 11657 29228 40885 1662.00  3040.22 253.35 0.00 253.35
2009 11136 31659 42795 1724.00 343570 286.31 0.00 286.31
2010 10641 33899 44540 1791.00 3865.67 322.14 0.00 322.14
Page 20F2
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Option B

Alaska Longevity Bonus Program and Senate Bill 8

Longevity Bonus Payments Paid From The Permanent Fund Dividend Distribution Account
Individuals Age 65 Prior To 1/94 Do Not Receive PFD

General Fund Cost of

Cost of Proposed Cost of SB 6
Fiscal Current 5B8 using General
Year Progran  Proaram Funds
1993 572 67.2 57.2
1994 70.9 70.8 70.8
1995 74.5 73.5 73.5
1996 77.9 75.6 75.5
1997 80.9 77.0 76.7
1998 8.1 77.8 77.3
1999 87.2 77.9 77.2
2000 90.5 774 76.3
2001 93.5 75.9 74.4
2002 96.7 73.4 716
2003 100.0 70.0 67.6
2004 103.4 65.4 62.4
2005 107.0 59.5 55.9
2006 111.4 52.1 47.8
2007 116.5 42.9 37.8
2008 122.7 35.0 35.0
2009 128.4 334 334
2010 133.6 31.9 31.9

Al Dollar Amounts are in Millions of Nominal Dollal

sImplied migration and nortality rates are from
Alaska Department of Labor

‘Annutiy irterest rate at 7%

"No annual annuity service charge

" Al funds from the permanent fund distribution
accourtt

140.0

120.0

100.0

60.0

o4

20.0

0.0

Page 1of2
Prepared by Lepislative Research Agency -03/16/2(2_210)

Cosl ol Current and SB 0 Longevity Bonus Programs

- Annua) Appropriation Required to
Continue Existing Longevity Program

T Annual Appropriation Required to
Implement SB 8in Place ol Existing
Longevity Program

-r-

. rrocd 0> M. ©OCo
e s i lshisg § & & &
Fiscal Year



Option B

Alaska Longevity Bonus Program and Senate Bill 8
Longevity Bonus Payments Paid From The Permanent Fund Dividend Distribution Account
Individuals Age 65 Prior io 1/94 Do Not Receive PFD

Projected Annuity and
Dividend Payments

4000 1

3000 -«

Annual Annuity Received

2000 t

s 5 § & v @

S 3 s
Fiscal Year

/

Dividend Received

Longevity Bonus Recipients

.l 35000 -
i* ., 30000i
25000 *

9 20000 i

i L1 15000 \
al 10000 (

I 1t 50001

04-=

8 e

Fiscal Qualified  PostFY 93 Total Dividend ~ Annual
Year Recipients  Recipients Recipients Received Annuity
1993 22385 0 22385 839.00 0.00
1994 22488 1137 23625 883.00 92.21
1995 21469 3373 24842 933.00 195.71
1996 20512 5441 25953 975.00 311.95
1997 19587 7383 26970 1020.00 440.94
1993 18687 9345 28032 1081.00 583.90
1999 17843 11224 29067 1133.00 743.58
2000 17018 13144 30162 1186.00 920.15
2001 16237 14932 31169 1240.00 1114.91
2002 15484 16743 32227 1298.00 1329.23
2003 14773 18555 33328 1356.00 1564.93
2004 14066 20372 34458 1417.00 1823.51
2005 13431 22250 35681 1480.00 2106.69
2006 12807 24338 37145 1547.00 2417.02
2007 12220 26607 38827 1617.00 2756.24
2008 11657 25228 40885 1687.00 3126.89
2009 11136 31659 42795 1749.00 3531.17
2010 10641 33899 44540 1315.00 3970.58

Page2df2
Prepared by Legislative Research Agency -03/16¢/2(2.20)

SB 8

Post FY 93 Recipient’

§8 8 4 a8 b

Fiscal Year

Monthly Post FY 93 Total Monthly
Annuity  Bonus  Annuity+Dividend

0.00 250.00 250.00
7.63 242.32 250.00
16.31 233.69 250.00
26.00 224.00 250.00
36.74 213.26 250 00
48.66 201.34 250.00
61.97 188.03 250.00
76.68 173.32 250.00
92.91 157.09 250.00
110.77 139.23 250.00
130.41 119.59 250.00
151.56 98.04 250.00
175.57 74.43 250.00
201.42 48.58 250.00
229.69 20.31 250.00
250.57 0.00 260.57
294.26 0.00 294 26
330.88 0.00 330.8S



Alaska Longevity Bonus Program, SB 8, Options A &. B

Yearly Cost of Longevity Bonus
(Millions of Dollars)

Fiscal
Year Current. SB 8 OptionA  Qciion.B
1993 67.2 67.2 67.2 67.2
1994 70.9 70.8 70.8 70.8
1995 74.5 73.5 73.6 73.5
1996 77.9 75.5 75.7 75.6
1997 80.9 75.7 7.1 77.0
1598 8.1 77.3 78.0 77.8
1999 87.2 77.2 78.2 77.9
2000 90.5 76.3 77.8 77.4
2001 93.5 74.4 76.4 75.9
2002 96.7 71.6 74.1 73.4
2003 100.0 67.6 70.9 70.0
2004 103.4 62.4 66.5 65.4
2005 107.0 55.9 60.8 59.5
2006 111.4 47.8 53.7 52.1
2007 116.5 37.8 44.9 42.9
2008 122.7 35.0 35.0 35.0
2009 128.4 334 334 334
2010 133.6 31.9 31.9 31.9

Prepared by Legislative Research Agency- 03/18/92 (92.200)
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Rsal
Year
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Fiscal
Year
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Permanent Fund Dividends

(Dollars)
SB8 QelianA
924 006
970 849
1022 899
1066 942
1111 988
1171 1049
1221 1102
1271 1155
1321 1210
1374 1268
1426 1327
1479 1388
1533 1452
1589 1519
1647 1569
1706 1662
1766 1724
1830 1791

Option B
839
883
933
975

1020
1081
1133
1186
1240
1298
1356
1417
1480
1547
1617
1687
1749
1815

Monthly Annuities and Longevity Bonuses
(Dollars)

SB 8

Morthly PostFY 93

Annuity
0.00
8.46

17.94
28.55
40.32
53.31
67.77
83.70
101.20
120.38
141.39
164.35
189.40
216.69
246.42
278.75
313.89
352.03

Bonus
250.00
241.54
232.06
221.45
209.68
196.69
182.23
166.30
148.80
129.62
108.61
85.65
60.60
3331
3.58
0.00
0.00
0.00

Option A

Morithly Post FY 93

Annuity
0.00
7.38

15.67
25.00
35.38
46.91
59.80
74.08
89.84
107.21
126.33
147.33
170.35
195.57
223.18
253.35
286.31
322.14

Bonus
250.00
242.62
234.33
225.00
214.62
203.09
190.20
175.92
160.16
142.79
123.67
102.67
79.65
54.43
26.82
0.00
0.00
0.00

Prepared by Legislative Research Agency- 03/18/2 (2.200)
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Option B

Monthly PostFY 93

Annuity
0.00
7.68

16.31
26.00
36.74
48.66
61.97
76.68
92.91
110.77
130.41
151.96
175.57
201.42
229.69
260.57
294.26
330.88

Bonus
250.00
242.32
233.69
224.00
213.26
201.34
188.03
173.32
157.09
139.23
119.59
98.04
74.43
48.58
20.31
0.00
0.00
0.00



Alaska Longevity Bonus Program, SB 8, Options A &. B

Yearly Cost of Longevity Bonus
(Millions of Dollars)

Fiscal
Year Current sfi_a C>Dtion.A  Qfition B
1993 67.2 67.2 67.2 67.2
1994 70.9 70.8 70.8 70.8
1995 745 735 73.6 73.5
1996 77.9 75.5 75.7 75.6
1997 80.9 76.7 77.1 77.0
1998 84.1 77.3 78.0 77.8
1999 87.2 77.2 78.2 77.9
2000 90.5 76.3 77.8 77.4
2001 93.5 74.4 76.4 75.9
2002 96.7 71.6 741 73.4
2003 100.0 67.6 70.9 70.0
2004 103.4 62.4 66.5 65.4
2005 107.0 55.9 60.8 59.5
2006 1114 47.8 53.7 52.1
2007 116.5 37.8 44.9 42.9
2008 122.7 35.0 35.0 35.0
2009 128.4 334 334 334
2010 133.6 319 319 319

Prepared by Legislative Flesearch Agency- 03/18/52 (92.200)
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Asal
Year
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Fiscal
Year
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Permanent Fund Dividends

(Dollars)
SBS8 Option A
924 806
970 849
1022 899
1066 942
1111 988
1171 1049
1221 1102
1271 1155
1321 1210
1374 1268
1426 1327
1479 1388
1533 1452
1589 1519
1647 1589
1706 1662
1766 1724
1830 1791

ODtion B
839
883
933
975

1020
1081
1133
1186
1240
1298
1356
1417
1480
1547
1617
1687
1749
1815

Monthly Annuities and Longevity Bonuses

SB 8

Morthly PostFY 93

Annuity
0.00

8.46
17.94
28.55
40.32
53.31
67.77
83.70

101.20
120.38
141.39
164.35
189.40
216.69
246.42
278.75
313.89
352.03

Bonus
250.00
241.54
232.06
221.45
209.68
196.69
182.23
165.30
148.80
129.62
108.61
85.65
60.60
33.31
3.58
0.00
0.00
0.00

(Dollars)

Option A
Monthly PostFY 93
Annuity Bonus
0.00 250.00
7.38 242.62
15.67 234.33
25.00 225.00
35,38 214.62
46.91 203.09
59.80 190.20
74.08 175.92
89.84 160.16
107.21 142.79
126.33 123.67
147.33 102.67
170.35 79.65
195.57 54.43
223.18 26.82
253.35 0.00
286.31 0.00
322.14 0.00

Prepared by Lepislative Research Agency- (3/18/2 (2.20)
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Option B

Monthly PostFY 93

Annuity
0.00
7.68

16.31
26.00
36.74
48.66
61.97
76.68
92.91
110.77
130.41
151.96
175.57
201.42
229.69
260.57
294.26
330.88

Bonus
250.00

242.32
233.69
224.00
213.26
201.34
188.03
173.32
157.09
139.23
119.59
98.04
74.43
48.58
20.31
0.00
0.00
0.00



Alaska State Legislature

-vacly 130 Seward Street, Suite 218
Juneau, Alaska 99801-21%

Legislative Research Agency
Phone: (907) 465-3991

Fax: (907) 463-3351

April 10,1992 A

MEMORANDUM
TO: Representative Gene Kubinaj”
FROM: Paula dSJfeavera and Paul Engelman

Legislative Analysts

RE: Alaska Longevity Bonus-Fifty Dollar Phase-Out
Research Request 92.231

You requested information concerning a $50 annual reduction in order to phase
out the Alaska Longevity Bonus Program. You specifically requested that the
longevity bonus program phaso-out be evaluated using two alternative funding
sources, the general fund and the permanent fund dividend distribution account.
The attached tables show the effects of each alternative.

Table 1 shows the impact of the $50 phase-out proposal using general funds and
compares it to the estimates of the current program costs.

Table 2 shows the impact of the phase-out proposal using the permanent fund
dividend distribution account to fund longevity bonus program. Reduced
estimated permanent fund dividends are compared to the <current estimated
permanent fund dividends.

If you have any questions or need further assistance, please contact this
office.

Attachment



TABLE 1
ALB -$50 Phase-Out General Fund

Monthly  Annual Current
Fiscal Qualified Bonus Cost Program
Year Amount  (millions!  (millions!
1992 21190 $250 S63.6 S63.6
1993 22385 S200 $53.7 S67.2
1994 23625 S150 S42.5 S70.9
1995 24842 S100 §29.8 574.5
1996 25952 S50 S15.6 $77.9
1997 26970 SO S0.0 S80.9

TABLE 2

ALB -$50 Phase-Out PFD Distribution Account

Mothly  Annual Reduced
Fiscal Qualified Bonus Cost Projected Projected
Year ParticiDants Amount  Tmilliosl PFD PFD
1993 22385 S200 S53.7 S924 S830
1994 23625 S150 S42.5 S970 S897
1995 24842 S100 529.8 S§1.022 S972
1996 25952 S50 515.6 S1 .066 $1.041
1997 26970 SO 0.0 s1.111 Si.m

Sources: Alaska Department of Administration and
Alaska Permanent Fund Corporation

Prepared by Legislative Research Agency April 9.1992 (92.231)
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residency who <chose noc ca encer che newlLy-creaced <?ioneera’

Homes."

The current program was enacced in L972~ as a

of legislacion introduced by Senators 3ucrovicn and ?%ay.3

unlike

che "need-basea" focus of ics predecessors, che

legislation was co

provide alLL Law-abiding ALaskans capable of
managing their own affairs who have maintained a
domicile in che scace for ac Lease 25 /ears and
have reached a recirerr.er.c age of 55, an incentive
co concinue wuninterrupted residency in che scace.
Under no circumstances shalLL chis chapcar be
considered a form, <cype, or nannec, of public
relief. The bonuses made under <chis chapcer are
roc predicaced on need even chough chey nay appear
co provide suppLemencal income <co some qualified
persons who would ocherwise be forced co become
responsibilicies of che scace. The LegisLacure
further finds and scaces <chac chis LegisLacion
recognizes che economic hardships suffered by many
elderly Alaskans, Alaskans who chrough Cheir
cenacicy and perseverance molded AlLaska as we know
ic chrough skillfuL applicacion of <cheir calencs.
These pioneers are che same Alaskans who, in Che
prime of <cheir life, were in effecc Creaced as
second <class cicizens by <che federal governmenc
and who paid much of cheir hard earned income co a
governmenc in which chey did noc have che righc co
parcicipace chrough che power of che balloc. The
legislature also is aware of Che face chac many of
chese pioneers have been forced co live ouc cheir
reciramenc years in areas far away from che land

Chey loved and ourcured and thereby also
suffering, in many cases,; Che loss of familial
relationship with their own kin, an experience
Chac is sad and fruscracing co chem as well as
depriving new generations of Alaskans che benefit
of cheir wisdom and experience. This Legislation
houeruLly will provide our pioneers with the

gconomic means co remain in and concinue co Sserve
cheir scace and co enjoy che opoorcunicy of aiding

-Qnapcec , 0Ca 1915.

AChapter 205, SLA 1972; AS 17.-5.010 ef£. seo.

'S3

211. 7ch Leg., 2nd Sess.

result
Quite

1972
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1. INTRODUCTION
On June Li, L932, the United Scates Supreme Courc ruiea
that the cumulative residency requirements of Alaska's permanent
fund dividend distribution program vioLaced <che Equal Protection
CLause of <che United States Constitution.” Shortly thereafter,
Alaska's Longevity 3onus ("AL3") Program was challenged on equal

(0]
protection grounds.- On Augusc 9. 1932, Che Department of Law,

with the approvaL of che Alaska Legislative Council, encered inco
astipulation in che Vesc case which stayed all proceedings
pending adjournment of chis legislative session, in order co
afford che legislature an ! opportunity to rac;dress che

constitutional problems with che existing program.

The purpose of chis reporc is to analyse some 10 opcions
available to <che legislature in amending Che Alaska Longevicy
3onus Program. This report i3 a first ste.p in a process which
must be compLeced by che end of chis session. As subparcs (C) and
(D) of chis section discuss, che likely consequence of failing co
enact remedial legislation <chis session is Chat Che AL3 program
will be judicially terminated.

A. Description Of ;rhe Longevity Bonus Program

Predecessors of cﬁe existing AL3 program can be traced co
1515. In chac year, che Territorial Legislature authorized a

monthly allowance of 512.50 for needy elderly Alaskans of 10 years

LZobel v. Williams, 72 L. Ed. 2nd 672 (1982)

-lesc v. Shafer, 1 JU-32-L103 Civ. (Isc Jud. Disc., 1932)



residency vno chose noc co encec che newlLy-creaced Pioneers'

Homes."

The curranc program was enaccad in 1372 as a

of Legislation introduced by Senators Buccovicn ana P.ay.3

unlike

che "need-basea" focus of ics predecessors, Che

LegisLacion was co:

provide aLL Law-abiding Alaskans capable of
managing cheir own affairs who have maintained a
domicile in che scace for ac Lease 23 years and
have reached a reciramenc age of 65, an incencive
co concinue wunincarrupcad residency in che scace.
Uncer no circumstances shaLL chis chapcar be
considered a form, cype, or manner, of public
ralief. The bonuses made under <chis chapcer ara
noc pradicaced on neec even chough chey may appear
co provide suppLemencal income <co some qualified
persons who would ocherwise be farced <co become
responsibilities of che scace. The Legislacura
furthar finds and scacas chac chis LegisLacion
recognizes Che economic hardships suffered by many
elderlyAlaskans, Alaskans  who Chrough cheir
cenacicy and perseverance molded Ala-ska as we know
ic chrough skillful application of <cheir calencs.
These pioneers are che same Alaskans who, in che
prime of cheir life, were in efface <created as
second <class <cicizens by <che federal governmenc
and who paid much of cheir hard earned income co a
governmenc in which chey did noc have che righc Co
participate chrough che power of Che balLoc. The
LegisLacure aLso is aware of Cheface chac many of
Chese pioneers have been forced co Live ouc cheir
ceciremenc years in areas far away from che land

Chey loved and nurcured and thereby also
suffering, in many cases,; che loss of familial
relationship wich cheir own kin, an experience
chac is sad and fruscracing Co chem as well as
depriving new generacions of Alaskans che benecic
of cheir wisdom and experience. This legisLacion
hopefully  will provice our pioneers wich Che

economic means Co remain in and concinue cO Serve
cheir scace and co enjoy che oppoccunicy of aiding

-Onapcer o*, TCa 1915.

AChapcer 205, SLA 1972; AS i7.L5.010 ec seq.

3S3 211, 7ch Leg., 2nd Sess.

result
Quica

1972



che new Alaskan in snaking <che scace truly "The
Cceac Land." 5L, Ch. 205, SLA 1972.

The ALB program, Chen, has several, purposes:

L. providing an incencive <cor a parcicuLar class of
senior cicioans co remain in che scace;

2. compensating for che hardships faced by reciremenc
in AlLaska;

3. rewarding che pasc concribucions of Alaska's
elderly:

4. compensacing for pasc hardships suffered by
Alaska's pioneers; and

5. retaining che wisdom and experience of Alaska's
pioneers. - -

Originally, che bonus was $100 per aonch. Over che

years, che amounc has gradually increased co ics currant $250

per month.~ A person is eligible for a bonus if'he or she:

1. is 55 years of age or older;

2. was "domiciled in che territory” on or before

January 3, 1959; and

3. has been continuously domiciled in che scace for 25

years.7

Additionally, if a person is absent from che scace for
more chan 30 days, he will noc receive another bonus wuntil he
recurns. AS 47.45.030. | f the, person is absent for a

concinuous period in excess of 180 days, he is ineligible for a

bonus for che nexc 12 calendar monchs following his return. 1Id.

AChapter 13, SLA 1981

7TAS 47.45.010



Sxceocions i.2 r.aca i: che absence ™is beyond :ne control of cr.e
recipient.” -0

The Lonzevicy bonus La capable uncar rha Ir.cernal
Revenue ’Code. However, ic is almost wuniversaLlv axel-dec in
caleulacing income elLigibilicy for scace and :adsrdi ass;seanca
programs.

3. The Individuals Coverad 3v The Alaska lonaav;:v

3cnus Procram.

Thera are currently some 9,425 Alaskans receiving some
323.4 million in longevicy bonus paynencs. Skatcning an
accurate portrait of cne scace's AL3 racipier.cs is difficult,
because che AL3 applLicacion fore; requires Liccle pecsonalL
infornacion. In 1973, che Alaska Deparcmenc of Healch and
Social Services conducted a random survey of ALB recipients.,q

and, in conjunction wich che Vesc

A(JInder 42U.S.C. 51382(a) (b) (2) (3) , which governs
eLigibilicy for federal Supplemencal Security Income, and

reference alLso concrols ocher federal programs such as Medicaid
and energy assiscance, che following is excluded from che

definition of income:

"mor.chly (or ocher periodic) payments received by
any individual wunder a program established prior
co July 1, 1973, if such payments ace made by che
Scace of which che individual receiving such
paynencs is a residenc, and if eligibility of any
individual for such paymencs is noc based on need
and is based solely on attainment of age 55 and

duration of residence is such scace Dby such

individual."

A"Alaska Longevicy 3onus Imoacc Survey," Alaska
Deoarcnenc of Healch and Social Services (1975)

(hereinafter "AL3 Survey)



secciemenc, che Department: or Law conducted a non-candcn survey
of some L.396 parciripancs .

Fromchose surveys, icis apparenc chac a Large
percentage of ALE recipients are Alaska Natives Living in rural
areas of che scace.Moreovec, and in large pare because of
che ineligibility of many rural residencs for social security,
che longevicy bonusis often che primary source of income for
rural residencs. For example, 41’ of che elderly in Souchwesr.
Alaska, and 657. in Norchwesc Alaska, rely on che longevicy bonus
as cheir Rprimary source of incom’e." r

Available evidence suggescs chac a large percencage of

AL3 recipiancs have incomes only marginally above Che current

scace welfare assiscance level of 5546’ per monch. The
Deparcm'enc of Law's1982 survey -- which was skewed coward che
more needy recipients of che AL3 — found chac 81.4.7. of che

1,395 recipients sampled had monthly incomes of S750 or less.
The 1975 AL3 survey found chac half of che AL3 recipients had a

monthly income, "including Chac of cheir spouse,"” of under $500

per monch. 12 Anochec

LOin 1975, 41% of che AL3 cecipiencs lived in rural areas
che scace and 24.1% were Alaska Nacives. AL3 Survey ac 14-15.

H"An Assessment of che Scacus and Needs of Alaska's

Elderly," Department of Sociology, Collage of Arcs & Sciences,
University of Alaska (1981) (hereinaccec "Assessmenc.")

1-2aL3 Survey, o0o0. cic. n. 9 ac 13-15.



AA"  had ir.car.ss  of less ahan 31.300 per month. A L?3L
University of Alaska survey ir.di-latea chac rOubrlv r.aL: of
Alas:<a's elder If had monchly incones of Less chan SSGO.0O0."

The L975 AL3 survey surgescs chac, in Lignc of che rigr
percencags of bonus recip-iencs in che 65-70 age group, che bonus
has haa a macerial efface in allowing olLdar citizens co rer.air.
in che scace accer recirer.enc.l.4 The reporc also indicates
chac che AL3 program has alLLowed a significanc percancage of the
eldecLy co remain off wvarious public assiscar.ce programs
including food scamps and scace Old Age Assiscanca.

One significanc characceriscic of Alaska's elderly in
general wacrancs noce -- one chac will become auice significanc
in our analLysis of alcarnacives. Only 10L of Alaska's elderly
haveresided in che scace for 10 years or Less.”

C. The Sffects of Zobel And Vest On The AL3 Program.

In reviewing che 1972 legislation creating che
Longevicy Bonus Program, che Deparcmenc of Law concluded chac
" che classicicacion predicated upon being domiciled in che
cerricory on or before January 3, 1959, bears liccle, if any,

rational relacionship co .any legicitnace legislative purpose

which chis biLl is conceivably designed co serve and chus is in

13Assessment, oo. cic. n. 11 ac 31.
I"AL3 Survey, oo. cic. n. 9 ac 12.
151d. ac 10, 13.

loAsses smer.c, 00.. tit, n. 11 ac 12.

aTlF



. . 1>
3LL probability unconscirue Lenal."

NonecnelLess, che AL3 program remained ur.c.nalLLengad
uncil Lb5a2, folLLowing che U.S. SupremeCourt's decision in Zobel
v. Williams (hereofsec "Zobel [I1").13

The Law in issue, in Zobel 1IIl  (AS 43.23.010 ec. sea.)
provided cor che discribucion of a pernanenc fund dividend of
320.00 for each year of accunuLaced Alaska residency. The Courr
ruLed, 3-1, ~chac che cuaulacive residency reauiremenc of che
program was noc cacionalLly reLaced coche goals of che scacuce
-- a ruling which is discussed in more decail in seccion 11(A),
Q0SS C.

The permanenc dividend fund discribucion program, in
pare, was incended co reward Alaskans for prior concribucions co
che scace, a goal which: (L) <chree juscices Dbelieved was

19

conscicucionalLLy inpecmissible; and (2) five juscices

beLieved was a permissible goalL, buc was nocracionalLLy

furcheced by a scheme

A"Memorandum, Havelock co Egan, Re: FCCS HCS CSS3 211 ac L7
(June 29, 1972).

Williams v. Zobel. 519 P.2d 422 (Alaska 1980) ("Zobel
I"), che Alaska Csay reme Courc invalidaced <che scace's graduaced

personal income repesl. In Williams v. Zobel. 619 P.2d 448
(Alaska L930) ("Zobel 11"). <che courc upneLd <che <cuaulacive
residency requiremanc 0: AlLackc’s permanenc fund dividend
discrié)ulcion pLan -- a ruLing reversed oy che 0.3. Suorame Courc
in Zobel 111.

1900in ion of che Courc, 72 L. Ed. 2nd ac 579.



N

..r.im. zivicer.cs solely on ;ne basis of resider.cy.

Beyond che co-115 of rhe case, Che various opinions --
pareicuLsrLy chose of me concurring juscices -- ere rich in
foroocir.g language suzgescir.g chac any durecional res icer.cy
requiremer.c nay receive "f‘nrens if ied acrucir.y' by me Courc, anc
will be juse ified only in "race" circumscances.7:I

As is noce fully discussea in Parc 11(A), 005¢c. rhe
impact of che ZobeL decision upon che AL3 program was appacer.c.
Two major goalLs of ~che existing AL3 program are co raware
elder Ly ALassans for chair p~hior concribucions, and co
compensace for pasc hardships and surfacing -- ends which are
implemented by a aucacionalL residency requiremenc more severe
chan chacac issue in Zobel. Achallenge co che AL3program was
noc long in coming. On July 6,982, one Rodney G. Vesc
challenged che AL3 program in Supecior Courc in Juneau.22 Mr.
Tesc is an elderly AlLaskanwhose residency in che scace
commenced chree nonchs afcar scacehood. His complLainc soughc
declaracory and injunccive relief scriking <che duracioral and
scacehood residency requiremencs of che acc.

The Scace's responsewas colLoced by 82 of Che

LegisLacion, which provided, incer alia, chac:

iJSee 3cenr.an conc., 72 L. Ed.2nd ac 534; O'Connor conc.,
L. Ed. 2na ac 635.

21-Brannan conc., 72 L. Ed. 2nd ac 681, 63&.

--iee n. 2, ance.

72



"if any provision of c.-.is acc. or che application
of provision of rnis acc <co any person or
circumstance is held invalid, chis encira acc
shall be considered invalic."

As che 3eparcr.enc of Law explained in reviewing che

1372 Law:

"lc is <clear <chac che ‘incanc of <che LegisLacure
expressed in Seccion 2 of che bill is coforescall
che possibility chac a parciaL decLaracion of
unconscicucionaLicy would result in broadening che
coverage of che bill co ir.cLuded additional
clauses. This wouLd be che case, for examplLe, if
either che 25 year waicing period requirement or
che January 2, L959 cucoff dace were daclaraa
invalid, and che bill .was expressly or iapLi.ealy

severable."-3

Thus, invaLidacion of che Longevicy Bonus Program would
cesulc noc in expanding che number of ALB cecipiencs, buc cacher
in che abrupc cecninacion of che ancice program.

Facing chac grim pcobabilLicy, che Scace, wich che
approval of che Alaska Legislative Council, encered inco an

agreement wich Vesc, a copy of which is accached as Appendix A

The essence of che agreement is as follows:

1. Proceedings in che Vesc ~case are scayed
chrough che conclusion of chis legislative
session. Because chac case has been subsequently

certified as a class accion,? existing ALB
recipients are noc in jeopardy ac Lease chrough
adjournment of chis session;

2. The ALaska LegisLacive Council promised co use
ics "besc efforts” co secure che -enaccmenc of
legislation which craaced aaualLLy "aLl persons 65
years or older as of July L, 1G32, who have been
boru <ida AlLaska residencs for ac Lease one year
p.nr co chac dace";

--0£. etc, n. L7 ac 5.

--Order Certifying Class and Directing Nocice ''ca 713



r- fezis Lac:on zz :n:5 S0:. Were enacsec mi.

session, Che sur: 'lou.u 0 SISMSSSecC; ar.c

P.eccznising :nh2r rhe Council souls r.oc bins
re Legislature, i: leg:slLac*on is r.oc enassac,
Mr. 'esc nav CUrsue his sase. wich che orosoole
reiul: sr.as che program will be carninacac.

There are ehrae aspecrs of che secclanenc whis.n warranc
noce. Firsc. ooviousLy, are che severe cir.e conscraincs euncer
wnich che Legislacura is operacir.qg. Seconc, chere is che
seccler.er.c’s incancionalLLy bcoaa Licr.us cesc of accepcsole

Legislacion. ALL che LegislLacura need do is erase aLL aldarlLy,

one-year Alaskan residencs "equally.” The scandarc could be rrac
by any numoer of opcions, including repeal of che program.
Third. chere is che inescapable financial impacc of che
seccla.T.enc icself. In order co creac aLL eLderly Alaskans who
were one-year residencs as of Julv L. 1932 equally, ic will be

necessary co fund recroaccive Longevicy bonus paynencs under che
exiscing progrcn coche some 3,300 eLderly Alaskans who would
have qualified. The necessary recroaccive appropriacion is
approxir.acely 3LL.» million.

Of course, Che legisLacure icseLf is noc "bound" co
pass any parcicuLar kindof LegisLacion, or any LegisLacion or
appropriacion ac all. While a "besc efforcs"” cLause is
enforceable, chac oolLigacion runs onLy co che AlLaska lagislacive
Council, which has already denonscraced boch gocd faich and

diligence in accenpcing co meec che obligacions of che order and

sscz L2m2r.c.



D. Score -N0

Tha purpose

parrirular amar.cmancs

tr 0en: 1: This 3-ioolr: .

of “his reporc is nor

ro che Alaska Longevicy Eonus

ro :acommend

Program. As

Secrion 11, oosc makes pLain, any "reconmendacion" is a funccion
of cha goals union rhe legislacura seeks co achieve chrough chis
exercise.

P.acher, che goaL of <chis reporc is co assemble a
comprehensive Lise of alcarnacives proposed by various
incerascad parries, and co analyze che alcarnacives in Lighc of:

1. conscicucional conscraincs;

2. fiscal impaccs;

3. pracricabilicy; and

4. che efface of any changes on che eLderly's

eligibilicy for ocher programs.25

In developing a Lise of alLce-rnacives, chis reporc has
included five opcions examined by che Sheffield Adminiscracion,
and five alcarnacives developed by ch.e auchors of chis capote.
The informacion pcesenced wich respecc co each opcion is
incended co be sufficienc for a threshold decerninacion of
efeasibilicy. .The reporc accempcs- co ancicipace che major
problems and issues surrounding each opcion; however, ic 1is noc
incended co exhausc che deC3ils of every proposal.

Racher, cha reporc should be wused as a basis for che
Senace Judiciary Commiccaa's preliminary indicacion of

-:5ee Section

11.(C)

0o0scC.

-12 -



ore:erer.ca. < are recamr.enamg mac me committee ::.0"3e :@.;*
or three primary apeions. 'is will men prepare implemer.r me
leaiblar-an ana a decjilea analysis 0: che primary opritr.s.
Under chid approach, che committee will r.oc be required, ac mis
early point, co make an “all or nochir.g" choice. ic will also
afford che ccmr.iccee flexibility ir. che evenc chac, for soma
prasencly unforeseeable reason, one opcion becomes impcaccicable.

Urate implanencing LegisLacion and a decailed analysis
of che commiccee’s choices can be cransmicced wichin cwo co
chree wee<s, deoendins on che oocions chosen.

Z. Alternatives included In This P.eoorc.

The occions included in chis reporc, which are analyzed

in cum in Section IIl, are:

L. expand che Alaska Lonzevicy 3onus Program co
include all elderLy Alaskans wich one-year's residency;

2. phase ouc che Alaska Longevicy Eonus Program by
gradually reducing benefits;

3. phase ouc che Alaska Longevicy 3onus Program by
gradually reducing benecics, while contemporaneously

raising che eligibiLicy Limics for genecal scace
3ssiscancs;

providing a minimal base paymenc under che ALaska
Longevicy 3onus Program based solely on one-year's

residency, wich suppLemencal paymencs made on che basis
of need;

5. phase ouc che Alaska Longevicy 3onus Program by
increasing che age eLigibilicy each year;

5. creace an annuicy plan, wich che annuicy corpus
consisting of permanenc fund discribucions. This
opcion would necessitate a cransicion program for chose
persons -0 years and older;

-13-



7. fund che Alaska Longevicy 3onus Program chrougn a
"pay as you " social secucicy syscan, funcea ay
approximacely ZI'»  ac che exiscir.g permanenc func
dividana discribucians;

3. replacing cha ALaska Longevicy 3onus Program wich a

ccmorenens ive  healc.n insurance program for aLderly
AlLaskans ;
9. condicion eligibilicy for a longevicy bonus upon a

demonscrac ion of hardsnip which wouLd be sufferea by
being ur.able co concinue Alaska residency; ana

LO. open che ALaska Longevicy Bonus Program co all

one-year residencs, and cecrninace che program -- giving
FY L934 racipiancs a grandfacher rigr.c co concinuea
bonuses.

11. ccnst?..ai:;ts on the chqgicz of options
There are four basic <consideracions in choosing a

package of amencmencs co che Alaska Longevicy 3onus Program.
The purpose of chis seccion is co provide an overview of che
conscraincs and policy choices which shouLd play a role in chis
commiccee's decision,

A. Conscicueional Conscraincs.

The obvious and primary conscr3inc on any sec of
amendmencs co che ALaska Longevity Bonus Program Lies in che
equal pcoceccion cLauses of che Uniced Scaces (Amendmenc 14) and
AlLaska (Arc. L, 51) constitutions. The existing Alaska
Longevicy Bonus Program discriminaces becween ’Alaska residencs
based on cheir duraeion of residency; moreover, all of Che
alcerr.acives considered by chis reporc involve some duracional

residency requirement

-14-



L'noer oocr. me feceral ano  -L35X3 ronscirueLons, a
durarior.al residency requirement wnion conclcions cr sanies
a mar 3 ":ur.canancal ::znc" or 3 "oasic necessiey 0: Lira’
valid only if me discrininacion ia necessary co furme
ccmne LLi.og scace Lncarasce Zobel :i. 51} ?.2d ac 443; :-l;cr

Hcao-.caL v. Macicooa Cowncv. 41j U.S. 230, 259 (1974).

":uncamenral righcs"™ involve such chinas as wvocing,-*~ wnile
"basic necessities 0: life" include basic medical carep'_ anc
weicare.23

The so caLLao "righc co cravel”™ -- which any curacional
residency recvirem.enc arguable af.cecra -- is noc a fundamental

righc aucomacicaLLy criggering che compelLir.g scace inceresc
cesc. Zcbel 11, 619 ?.2d ac 423-425, Zobel 111, 72 L.Zd. 2nd ac
677-573.29

We are cor.fider.c in concluding chac Longevicy bonus is

noc a "basic necessicy of Life." The program is noc welfare
ic is noc based on need. Basic indigene assistance -- including
boch income suppLemencs and Medicaid -- are avaiLabLe co che

2-punn V. BLumscein, 405 U.S. 330 (L972).
AManorial Hospical v. Maricopa Councy, 415 U.S. 450 (L974).
m~Shapiro v. Thompson, 394 U.S. 5L3 (L969).

"Ona of <che oddicies of Juscice 3rennan’s concurrence in
Zobel 11 was his view chac che "righc co cravel” is a
"funcamencalL" righc (i_d. ac 532) -- alchough impairmenc of chac
rigr.c by a duracionalL residency requiremanc should be cescaa under
che ceferencial "racior.aLLy relacaa"™ scandard (see ce:tc, 0030) or
ac worse "incensified ... scrucinv."” Id. ac 53L.

-15-



needy in chis scace.The longevicy bonus program seems more

akin CD che permanenc fund dividend, wnich che Alaska Supreme

Courc held in Zonal .1 was noc a "basic necassicy of life." 515
?.2d ac --5. As che Courc of Appeals for che Ninch Circuic has
observed:

"Deprivacions which are onLy unconforcable are noc

enough, suer, as conditioning lower cuicion ac
scace inscicucions of higher educacion upon a
one-year residency requiremenc."” Fisher V.
Reiser, 510 F.2d 529, 539 n. 519/t), cere.

dan:ea 447 US 930.

Under <che federalL —conscicucion, chen, any rduracional
residency requiramenc imposed by amendments ca che AL3 program
need onLy be "rationally relacad” co a legitimate governmental
purpose. Zobel 111. 72 L.td. 2nd at 573. As' this section will
discuss, however, chac scandard is occasionally more deferential
in its teems than in its application.

Conversely, under the Alaska Constitution, a durational
residency requirement will withstand scrutiny only if it s
"fairly and substantially related” co a legitimate governmental
purpose. Zobel 1. 519 P.2d at 427. The more the balance tips
in favor of che individual, vche more necessary che
discrimination must be in order to further the law's purpose. Id.

From these standards, che following ground rules can be

extracted from aoolicable case law:

30see Memorial Hnsoic.il v. Maritooa Councv, 4L5 U.S. ac 251

-15-



-a rase the ror.a :ices o0: <c:c'.nensn:p. .one. L,
'.£d. 2c ac ZI- (Brennan conc.)* 7n ocher worrs, che scace r.ay,
b;e a curacionaL residency recuiramenc, ":.ake virecall/ cercair.

(chac che reciprenca of cr.e program are) bcna :ice residencs of

che scace ..." viandis v. '-(Lira. 412 'J.5. 441, 452-454 (1973)

As a general rulLa, accocneys have assumed chac in cases
noc involving cha "compelling scace inceresc" scar.carc, a
one-year duracional residency raauiceasnc is permissible as a
presumpcion o: domiciliary. See. Scams v. Malkerson, r. Supp.
325, 224 (Minn. 1970), affd. mem 401 U.S. 935 (L97L).

Moreover, che Scace of Alaska has caken <che posicion chac in

cases involving eicher parcicularly accraccive benefics, or
parciculLarly cransienc populacions, a duracional residency
recuiremenc in excess of one year is conscicucionalLLy
permissible. See Mocicn cor Summary Judgmenc, Sepcember 3,
1932, Andress V. Baxcer. ec al., No. A32-307 Civil, U.S.

Discricc Courc, (D. ALaska 1982).

For che purposes of che Longevicy Bonus Program, Chere
are chree reasons why ic makes Liccle .sense Co accempc a
mulLci-year duracional residency cequiremenc as a presumpcion of

domicilary. Firsc, che accempc woulLd Lack subscancial



precedential suoporc. Second. ic would be <contrary co che
Augusc 5. 1952 sectlament in che '/esc case.Fir.aLly, ano as
noceo previously, a duracional resioency requirement would noc
begin co exclude significanc numbers of elderly ALasxans unless
ic was in excess of 10 yea.rs.

2. Duracional residency requirements
permissible for reasons ocher chan presuming domiciliary,
alchough ac lease four justices of che |I'niced Scaces Supreme
Courc believe chac chose sicuacions are "rare.” Zobel [II, 72
L.Ed. 2nd ac 5ol."~

Ac che oucsec, a scace cannot use a ler.gchly duracionalL
residency requirement co reward Ilong cirne residencs for Cheir
prior concribucions co che scace. To a majoricy of che courc,
while che purpose icself is permissible, a duracional residency
cequiramenc is irrationally <caiLored co <chac goaL -- a poinc

bluncly made by Justice O'Connor in her concurrence:

"A° mulcicude of nacive Alaskans --including
chiLdren and paupers -- may have raiLed co
concribuce co <che scace in che pasc. Tec che

scace does noc dock paupers for cheir prior
failures co concribuce, and ic awards every person
over che age of 18 dividends equal co Che number
of years chac person has lived in che scace.” 72
L.Ed.2d ac 889.

The flip side of rewarding a person for prior
concribucions is compensating a person for prior hardships.

Thac, as noced previously, is a second major goal of che

may

3l19ne "rare” example cited by <che four concurring juscices

was qualifioacion of public office. Id.

be



mmm

3x15c.r.a AL2 program. If ic is irrational :o assume chac all
10ng ::me resicer.cs ":on::-vcueec” co che 533:2. . nay 32
equally irracional :o assume :r.ac all 10r5 cine residencs

suffered sucscancial pasc harcsnip.

There is one universal hardship which equaces wich

carriracial residency -- che lack or francnice. Ic is
conceivable chac a Longevicy Bonus ProScan inrancad co
canpensace for chac Lac;< of repcesencac icr. would be
conscicuricnalLy permissible. However, chac racionals would
only justify ~che January 3, 1959 residency requirener.c -- noc

che 23-year concinuous residency provision of che act.

A much closer quescion is posed by che program's goalL
of alLlowing elderly Alaskans co remain in che scace who would
suffer parcicularly severe hardship if <chey were financially
required co celocaca. Juscices Dinond and Macchews of cha
Alaska Supreme Courc believe chis may be a conscicucionalLLy

permissible goalL subscancialLy furthered by a duracional

residency requirement:

a scace Longevicy Bonus require(s)
lengchy residency. Boch chose programs, however,
are apparencly designed co help chose individuals
who wouLd Like co cecire in Che scace hue cannoc
afford co do so because of <che high <cosc of
Living. The scace mighc weLL wane co Limit che
benefits co chose <chac would suffer che mosc
hardship by being forced co Leave, and ic seems
reasonable co suppose chac a long period of
residency would be some indicia of close «:ies co
Alaska and che disrupcion chac Leaving mighc
cause." Zobel 11. 619 ?.2d ac 169 n. L2 (Dirrona
Oissencing; .



The Oeoarcmenc of Law. in face, has cor.clucac chac chs
Pioneers' Home may be ccnscicucionally defensible as a
reasonable 'means on acccmpi. isning precisely chis goal. 3
Inceec. one opcion consccared in chis reporc would aware
longevicy bonuses on che-basis of hardship caused by relocation

-- which in urn would be measured _in oarr by length of
residence. 3y making length of residency "some indicia” (61?
?.2d ac Ag?) of che harcsnip of relocacion, cha opcion would
avoid che ir.ciccmenc of overbreaach which was facaL co cha
permanenc dividend fund discribucion program in Zobel 111.
Finally, as co che AL3 program's goal of providing an
Lncer.cive for a specific subclass of AlLaska's elderly co remain
in che scace, che <courcs in all VLikelihood wouLd view chac
purpose as merely discrimination for ics own sake. See Zobel
I, 72 L.Ed. 2nd ac 673-679. Presuming chac onLy Long-cima
residencs have che reauisice "wisdom and experience” co warranc
subs idizacion is hardLy likeLy co impress che U.S. Supreme Courc.
3. Varvinz Goals of SeveraL Lonzevicv Bonus Oocions. " *
There is a substantial difference of opinion as co whac
an amended AL3 program should accomplish. As noced previously,
che Legislature may wish co recain one of che major goaLs of che
existing program -- alLlowing those elderly with the cLosest ties

co Alaska co concinue co Live here.

3—932 Op. Accy. Gen. (November 26, 1532) ac 25
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Alcernar iveLy, :na fiscal <consequences c: ‘n2 various
alremcrrues may re rhe primary consideracion. As previously
discussed. 1: Lagislacicn in ccnfcrnicy wirh me Vast secrlemsr.r
is enaccec, an acoicianai 511 million muse be appropriaced 3s
recroacrive bonus payments co July 1,1982. Several of me
opcions which propose co phase ouc che program, or which orooose
a conversion co permanenc func earnings, are pare'.ally or
primarily direcced ac chis ena.

The primary goal of che legislacion may alLso be co
procacc chose currancly mosc depender.c upon che bonus. The
currer.c 91c Age Assiscance income Level is S576.30 per monch and
chare are approximacely 2,300 elderLy Alaskans receiving scace
assiscance. Since che longevicy bonus is noc included in che
calcuLacion or income cor scace assiscance, che praccicalL
consequence of a phase ouc or cerminacion of che program would
be co macerialLy reduce che availableincome of che pooresc
eLderly Alaskans. Moreover, as noced in Seccion 1(B), anca.
chere ere a Large number of eLderly Alaskans who are currenclLy
onLy macginaLLy above che exiscing scace povercy Level.

There are <cvo opcions parcicularly sensicive Co chis
goaL — <che phase ouc of che ALB program in conjunccion wich a
correlacive rise in scace assiscance levels, and che oocion of

comoensacing chose who would suffer che mosc hardship by

re Locacion.
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Lich raspecc :0 ~chis goal, however, ir should be
accessed mac cha existing AL3 pcogram has been purposefulLlLy
scurcrurad so as co noc be a "welfare program.” PraciseL/ for
chac reason, rhe 000500.01 is administered by cha Daparcr.enc of
Ac-ir.iscrac ion, racr.er chan cha Deparcmenc of Healch ana Social
Secvisas, and any conversion ro a "need-based" program will
undoubtedly offend che dignicy of many elderly Alaskans.

Finally, chere is che possible goal of providing a long
cerm, scable bonus program which* frees <che general fund from
increasing comnicmencs. The anquicy and scace sociaL securicy
opcions are primarily direccad acI chis goal.

C. Cansecuerc id1l Effects of Any Amendment To The

Longevity Sonus Program.

Any change co che Longevicy Bonus Program may have cwo
consequences which muse be considered: (1) che concinued
eLigibiLicy of AL3 recipiancs for ocher scace or federal
assiscance programs; and (2) Cax consequences on paccicipancs.

As noced in Seccion 1(A), anca, under federalL Law che
ALB is excluded from che definicion of "income"™ for many federal
assiscance purposes.33 As Long as. .any amendments co che ALB
program concinue co base eligibility "solely on accainmenc of
age 65 and duracton of residency,” and remain sufficiently
simiLar co che existing program so as co be fairLy called "a

program established prior co JuLy L, 1973," che exemption woulLd

be recair.ed.

NSee n. 3, 3nce.

22



Obvious!./, an? material changes in eligibility

requirer.enrs or struecure of the program raise “be ris-: mac me

new benefit will be included as "incone.” and nan/ elderl/
Alaskans wilLl be terminated from cbe applicable federal
pr33ram. The Oeparc.r.enc of Healch and Social Services Dbaa
estimated che impacts from a loss of che longevicy bonus

exclusion. Those escimaces appear ac Appendix 3 of chis reporc.

Anticipating che sane problem wich permanenc fur.c
divicer.es. che Legislature, in che L932 SpecialL Session,
provided chac <che scace would ’subscl(,:uce lose benFcics for a
period of four moncr,s. " Obviously, and co che excenc
possible, an/ amendments co che AL3 program shoulLJ either be
cailored <co the existing exception, or falL within another
separace statutory income exclusion such as a "need based”
payment.”

Tha cax consequences of amendments co che existing AL3
pcogram become particularly impoccanc with respect co chis
report's annuicy opcion -- which 1is created in decaiL in Saccion

I (?), dost. Ac che oucsec, ic is sufficient co note chac:

1. The existing longevity*‘bonus program is taxed under
Che IncecnalL Revenue Code;

2. Any AL3 program which is based on need, or could be
chacaccerizea as a "social benefic program for the

promotion of che general welfare,” would in all
likelihood noc be taxac by che IRS; and”o

A Hjeeyew/Jo
35See -2 1J.s.c. 51332(a) (b) (6).

3*See |IRS Revenue Rulings, 53-135, 1552-2 C.3. 15: 53-2
1553-1 C.3. 72-2-0, L972-2 C.3. 21; 73-170. 1573-1 C.3. 24.
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3. On February 2°, L981. che Incerr.aL Revenue Servizla
ruleo chac dividends discribucea uncec che scace'3

prior permanent aividend fund Legislation -- rhe
scacuce invalLiaacec in ZonelL .111 -- wees caxaole wunder
che Incerr.aL Revenue 0003.-"" while che IRS has yet

co rule on che existing cividenc program, ic is Likely

chac caxacion of <che permanenc func dividend could be

deferred if ic is wused co fund che annuicy or social
securicy opcions discussed in chis reporc.
1. DISCTS3 ION 0- ALTERNATIVES

A. Expandir,2 The Class Of Alaska Lon”evicv Bonus

Recioiencs To Include All Elderly rftch Ona-vear's

Resider.cv.

There are currencLy some 9,-25 AlLaskans who receive
bonuses cocaLLy 323.23 milLion. This proposaL would require
addicional appropriacions for (1) bonuses for an additional
3,303 peopLe; and (2) addiCionaL cleeical suoporc in che

Oeparcmenc of Administration. The addicionaL coses woulLd cocal

312 million in FT 1934, increasing co 513.7 million in FT

L933.33
These appropriacions ace in addicion co Che Sil.4
million recroaccive award required under che Vesc secclemenc.
The advancages of chis opcion are two-fold. First, ic
is one of che constitutionally "safest"™ opcions. Second, since

eligibility would remain dependent on "duration of residence" --
aLbeic only one-year -- in all Likelihood it would faLL wichin

che existing ALS exclusion co fedecaL assiscance programs.

371?.3 Index ..'os. 0061.40-00; 0451.20.00; 0102.00-00.

3"0eoarcmenc of Administration draft ciscalL note, January.

11, 1963".
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Addr:orall/. wn:le cheoracically  anv 2na-v?a:
Iberly Alasxjn cede rake advancage of <chis program, rhe
3 or m33<3'* elderLy (see Seczicn 1'3), 1zr.z2)
sued chac <che primary beneficiaries of <chis opcion would be
chose who nave Lives in che scace from 13 co 25 years. “Ihecr.er
such a program would encourage in-migrarion is problemazical.

In acoicion co obvious fiscalL disacvancages, chis
aLcarnacive would diluze <che dignicy and cecognicion accencanc
che currer.c bonus co cha poi.nc of non-racognicion.

3. Phase 3uc e 2:isrircr Lanzevicv 3onus PTCrrsm.

One of che opcions analyzed by che Sheffield
acciiniscraciar. wouLd pnasa ouc <che ALS Progran byreducing
benecics by 350.00 each year beginning wich FY 1934. 3y paying
S20Q.GO a mor.zh co 13,223 cecipiencs racher chan S250.00 co
9,425, che nec increase co che program in FY 1934 would be 52.1
million. In fiscal year 1985, however, when che bonus is
reduced co 5150.00, chere wilL be a nec decrease of 58.7 million
in program coses.

This opcion has been unfavorably viewed by che
adniniscracion, and apoarencly was prepared only as a poinc of
comparison. Despice ics fiscaL benefics, che proposalL proceccs
no one. The pooresc of ALaskals .elderLy would suffer che mosc.
Since, as discussed previously, Alaska Longevicy bonuses are noc
counced in e:<iscing scace and federal assiscance income Limics,

che needy elderLy person in AlLaska receives, currencLy, a



subscribed nonchly income of 33-': for OIld Age Assiscance, plus
5230 from rhe ALB program. This opcion would chus macervally
reduce score assiscance levels.

C. ?u:se O'jc "he E/iscir.r Lor.zevirv Bonus Prrtrem

A Conremcorar.eous Increese in Score Assistance levels.

The epparenc “"preferred” opcion oi many wich che
Sheffield adniniscracion is co gradually increase scace Old Age
Assiscance Levels while ac che sane <cine gradually decreasing

che anounc of che Longevicy bonus. The program would funccion

in che fallowing manner:

* -
CHART 1.
YEAR OLE AGE ASSISTANCE LEVEL ALASKA LONGEVITY 30NUS
FY 1933 3546 3250
FY L934 3595 3200
FY 1935 3546 3150
FY 1936 3696 * $100
FY 1937 3746 3 50
FY 1933 S796 3 0
In analyzing Che fiscal iapaccs of chis alcernacive,

assunpcions muse be made abouc how many elderly Alaskans will
become eligible for OIld Age Assiscance as Che OAA income level
increases, and how many of Che newly eligible will be inclined
co seek assiscance as cheir longevicy bonus gradually diminishes.

Regardless oc which assumpcions are wused; che impaccs
upon Che Longevicy bonus program, are, of course, idencical co

che "ohase ouc" oocion. Those imoaccs woulLd be as follows:

‘/ich
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A& 1935 (3.7)

FY 19 36 (19.2)

f% 1937 (30.9)

FY 1933 (AA.l)
The fiscal impact wupon <che Department of Healch ana
Social Serv ices OAA  program is far more difficult Q
determine. The Deoar"mc;.Z QZ Adminiscracion has used CWO
alternative assumpcions -- (L) <chac of <cha 13,223 -elderLy ir.
Alaska, 57. will become eligible and apply for public assiscance

as che income Level is increased co $796 in cY 1933; or (2) chac
257. of che elLderly wilLl become eligible and aopLy for assiscance
during chac period.

We oeLieve chac che 25" possibility may be closer co

che cruch. Approximately 307. of Alaska's elderly have monchLy

incomes marginally above existing assiscance levels -- from
S500-330Q pec monch.39 If chose figures are accurate, as many
as 3,963 will become eligibLe for public assiscance — in

addicion co che 2,300 currencly on che OAA pcogram.

The second variable involves che sice of che benefits
which che new cliencele will receive. The Department of Healch
and Social Services has assumed chac each new recepienc will

receive che mean benefit currencly given or projected for



existing ceceipiancs -- 3295 ir. FY 1934,

In ::r.o'j:ir.g cns fiscaL impaccs for mis opcion, we

have usee che following chree assunpcions:

(1) Of <che 3,963 elLderly whoa currenc daoa suggesc

could be eligible foe cha increased OAA program, 2500 ;/ill in
face apply. This figure arbicrarily discouncs boch <chose wno
will decline co apply for psychoLogical reasons, and chose wno
will noc apply because che minimal benecics co chem are simply

noc worch che bocher;

(2) 3ecause we have discouncad chose who tvvill. receive
minimal benecics, we have recoined che "mean benefic" assumpcion
employed by che Oeoacemenc of Healch and Social Services; and

(3) The new cecipiencs will be evenly discribuced over

each of che five years -- so chac in each year an addicional 500

cecipiencs wiLL be added Co Che OAA program.

AddiCionalLy, persons who become eLigibLs for OIld Age
Assiscance will also become eLigible cor Medicaid. The Scace's

Medicaid budgec for FY L9S3 is $65 million doLLars. 487. of chac

figure -- or S31.2 million -- is paid by che Scace. Some 23" of
chac budgec — or S7.L7 million dpj-lars -- is accribucable co
Chose currencly on OId Age Assiscance. If: che OAA populacion
doubles over che nexc five years -- as ouc assumpcions presume
chac ic will — chere will be an addicional cosc of $7.17

miLlion (noc adjuscad for inflacion) co chis opcion, chargeable

in ecus! poreions co eacn of cha nexc five fiscal years.



Wich chess assur.pcions. :he 5oLLowin? chare :LI_3Craces

e oosaicle nec fiscaL ir.oace :: ehia oocion:
2HAR7 3
Acdec

Year ? Add. Mean 3srig fir Medicaid Added Ilec

cn ~A Cosca ALE Coses

(Savir.es:

FY 1334 530 $293.32 1.4 2.L 3.27
Fy 1383 LOCO 345.02 2.3 (3.7; (1.75)
FY 1955 1300 395.02 4.2 (19.2) (5.90)
Fy 1987 2000 445.02 5.5 (30.9) (14.50)
Fy 1258 2300 495 .02 7.0. e (44.1) (29.23)

Thus, even wich fairly libecal assumpcions regarding

che nur.ber of add ieional OAA cLiencs and Medicaid coses, chis
opcion will begin saving money in FY 1935.

Moreover, for chose elderly in che 3500 - 300 per monch
income range who pay some federal caxes, che opcion would have
advancages, since increased need based assiscance, wunlike che
longevicy bonus, should noc be caiced under che InCernal Revenue
Code.

One obvious disadvancage ofchis opcion is chac ic
Cransforms che longevicy bonus program inco a welfare scheme.
Persons who currencly receive S796 or less per monch
including che bonus -- will indeed be "held harmless™ wunder che
opcion, buc only ac Che expense of applying for assiscance co

che Deparcr.er.c of Healch and Social Services.



Moreover, chose :urrenc eLderly bonus recipients wrtose
non:.-!'Ly ir.cs~.es (e:<cLud:r.z che bonus) e/.caed 3796 per ooncn will
receive no protection ur.cer cnis opcion.

Finally, because welfare payments ara generally viewed
by «cr.e courts as involving "basic necessicies of life" (see
511(A), ance), che duracional residency requirement for
increased old age assiscance r.usc be dropped from one year co 30
days. 0—-me 7minun nacional ois" age assiscance .eval uncer
cha :eceralL SupplenencaL Securicy Income syscen -- which OAA
supplements -- is 3234.20/r.0.. A person wich 3500 a monch
incone in a "nininun benefit" scace 1is pcesunabLy ineligible foe
oLd age assiscance (including Medicaid) in chac scace, buc coulLd
become eligibLe under che ALaska system upon 30 days residency.
While cha mere prospecc of an addicional 3196 per monch (in FY

1933) is unLikeLy <co induce people co cecire in Alaska, che

conconnicanc provision of Medicaid services -- including fulL
nursing hone coverage -- nay have chac efface. If a person can
obcain free nursing home coverage -- valued ac oecween 340 -
350,000 per year — simply by spending che monch of Augusc in

Anchorage, che Scace may face a racher remarkable in-nigcacion
problem indeed.
D. Retaining A Modesc Longevity 3onus. WhiLe Providing
A "Meed 3ased” Supplement.
This opcion is largeLy a varianc of opcion C, and has

L4
been discussec by che Sheffield Adminiscracion as a means of

A Shaoiro v. Thompson, 394 U.S. 613 (1969)
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soma longavic'/ bonus paytr.anc which could r.oc oa

* .I

zor.szcarac .a.:ara.

Jr.car zr.is opcion, cha Longevicy bonus, as wicr. Dpcion
C, would be gracually reduced co, say, 5100-30 per zor.zz. As
cne fiscal informacion for alLcerr.acives 5 and C suggesz, this
alcarnacive ‘'.Jould resulc in a savings co che Longevicy bonus
program of 51;.2 million by :Y LHG6.

To zomper.sace for che Loss of 5150.00/mo. co cha needy,
ei: er Scaca OAA Limirs could be increased by 5170, or a
separaca "need based bonus suppLamenc” could be established by
che Oeparcmar.c of Adminiscracion.

The advancage of che laccar opcion is chac alchough
based on "need," aopLicancs will noc be dealing wich che
Deparcr.enc of Healch and SociaL Services, and may view che
suppLemenc Less as a form of welLfare. AddicionaLLy, since cha
supplemenc wiLL be provided under a program ocher chan Scaca
OAA, ics recipier.cs wouLd noc be encicled co Medicaid (including
nursing home coverage) wunless chey are ocherwise elLigibla for
OAA under axiscing Limics.

Addicionally, Che"need"” is noc necessarily Limicad co
financial need. As Chis teporc's discussion of Opcion |
indicaces, longevicy bonuses may be apporcioned according co che
harcsnip which che elderly would face by being forced co recira

oucsida Alaska.
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The iisacvancs-e of a separace "need based” program ir.
che 3eoarc~enc of Adminiscrac:cn is. of course, <che necessary
creac.or. of a parallel bureaucracy in scace govemoanc.

The fiscal coses of chis opcion have r.oc been save lopec
by che acrr.ir.iscracion or-chis reporc because of che variables
involved -- che sice of che remaining "basic" longevicy bonus,
and che quescion of adminiscracion.Coses of adminiscracicn
aside, che nec savings <co che Scace should be subscancially
similar co cha FY 1536 figures for Opcion C -- in which che
declining longevicy bonus pavtr.enc would be S1Q0.Q0 per monch.
The projeccec nec savings of S3.9 million would cercainly exceed
che coscs of even a parallel bureaucracy wichin che Qeparcmenc
of Adtniniscracion.

E. Gradual Increase In The Age Of Elizibilicv.

Anocher opcion explored by che Adminiscracion would
reduce che duracional residency requirenenc for a bonus co one
year, buc raise che eligibilicy age each fiscal year. For FY

1934, che age would be raised co 66; co 67 in FY 19S5; and so on.

This opcion would have a subscancial fiscal impacc
uncil fiscal year 1983, ac which <cine tnorcalicy would have
reduced che class of beneficiaries below exiscing levels. For

FY 1934, che opcion would cosc an addicional S9.5 million
dollars beyond exiscing funding levels, according co che

Deparcr.er.c of Adminiscracion.



