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January 15, 1993

The Honorable Ramona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority of art._ Ill, sec. 18, of the Alaska Constitution, I am
transmitting a bill relating to the mandatory and optional property tax exemptions
for residences of senior citizens, disabled veterans and their widow or widowers,

and to property tax equivalency payments for certain residents.

The bill provides for municipalities to offer tax exemptions to these people and
repeals the mandatory property tax exemption. The bill also repeals the
provision for state reimbursement to municipalities for property tax revenue lost
to the municipality by operation of the mandatory tax exemptions. Also, the bill
repeals the provision for a property tax equivalency payment from the state to
persons who rent a residence but would otherwise qualify for a mandatory tax
exemption (the 7Tenter®s rebate"™ program). Finally, the bill has a retroactive

effective date to January 1, 1993.

Due to declining state revenue, it has become apparent over the past several
years that the siate can no longer afford to fully pay for the municipal
reimbursement program for the mandatory senior citizen or disabled veteran
property tax exemptions. As a result, municipalities have not been reimbursed in
full for the tax revenue lost due to the mandatory property tax exemptions. This
bill will allow municipalities to decide whether they wish to exempt such property
from taxation in whole or in part. If they choose to exempt the property, they
will, of course, lose tax revenue, but that decision will be up to the individual
municipality and will not be mandated by the state.

Also, again due to declining state revenue, the state has not fully funded the

"renter®"s rebate”’program during the past several years. It is appropriate that
this program be repealed at the same time as the mandatory property tax
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The Honorable Ramona L. Barnes
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exemption provision in order to ensure that, for property tax purposes, the state
is treating seniors and disabled veterans who rent a residence in a manner similar

to seniors and disabled veterans who own a residence.

lurge your prompt consideration and passage of this bill.

Governor
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Department oP/ Commumty'? and Re onaF Affairs

Property Tax Exemption Program

Created in 1974, the Senior and Disabled Veteran Property Tax Exemption
Program exempts senior citizens (65 years of age or older) and disabled
veterans (with a 50% or greater service-related disability) from payment of
property tax on the first $150,000 of assessed valuation of the applicant's
permanent place of abode. Program participants apply each year directly
to the municipality in which they seek a tax exemption. The effected
municipalities compile annual reports of exempted applicants, exempted
assessed values and exempted tax amounts. Based on these figures, the
municipalities apply to the Department for reimbursement for property tax
revenues lost due to this state-mandated prog-am. After the submitted
-applications are audited and certified, the Depc ment issues warrants to
the municipalities. |If taxes exempted under this program exceed funding
appropriation levels, the State issues payments on a prorated basis. This
has been the case since FY 86. In FY 93, state funding covered about
20% of the reimbursement requests submitted by municipalities.

Senior Citizen/Disabled Veteran Property Tax Equivalency Program

This program was created in 1976 as a companion program to the
property tax exemption program. The program rebates eligible applicants
for that portion of their yearly rent on their permanent place of abode that
goes toward the payment of real property taxes. Applicants must be at
least 65 years of age or disabled veterans and rent property that is subject
to a local property tax. Rent rebate payments are calculated as one
percent of the local mill rate times the total annual rent. Applicants apply
directly to the Department and payments are issued to each eligible
applicant. Rebate payments are prorated if program costs exceed the
annual program appropriation. The renter rebate program has exceeded
funding levels since 1986. In FY 93 applicants will each receive about 85%
of the amount calculated by formula.
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Senior Citizens/Disabled
Veterans Property Tax

Exemption Mandate

The Alaska Municipal League supports legislation to
solve the problem ofthe unfunded mandate Imposed
on municipalities by AS 29.45.030, which establishes
the Senior Citizens/Disabled Veterans Property Tax
Exemption Program. The League supports replace-
ment of mandated municipal property tax exemptions
with a direct state rebate program for qualified senior
citizens and disabled veterans who paid real property
taxes on qualified property.
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Figure 4 - Funding History - Senior Citizens/
Disabled Veterans Property Tax
Exemption Program
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Taple 7 shows the cost of FY 92 underfunding to indi-
\nlo u;tel rnurg‘\c%altrnes and therr taxpayers; FY 939data are

Table 7: FY 92 Costto Individual Municipalities
of Underfunding ofthe Senior Citizens/
Disabled Veterans Tax Exemption

Program
Cost
Munlcloalfty Y@ Underfundrng
Anchorage $4,234,348
Bristol Bay Borough 2,937
Cordova 15653
Craig 3,549
Dillingham 8,978
Eaglo 224
Fairbanks North Star Borough 1,049,667
Haines Borough 43,617
Juneau 691,369
Kenai Peninsula Borough 640,660
Ketchikan Gateway Borough 329.244
Kodiak Island Boroug 100,150
Matanuska-Susitna Borough 988,536
Nonana 6,634
Nome 42,263
North Slope Borough 15,455
Pelican 1,049
Petershurg 94,472
Sitka 90,278
Skagfway 15,134
Unalaska 2,518
Valdez 28,511
Whittier 514
Wrangoll 41,938
Yakutat 6,652
Total Shortfall in FY 92 $8,454,350

Sourco: Department of Community and Regional Affairs
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Table 8: Senior Citizens/Disabled Veterans
Property Tax Exemption Program

Shortfall/
Cost 1o
Municipal

Fiscal Stale
Taxpayers* %D

Year Entitement  Appropriation

1985 S4,005,075  $4,005,075 S 0 1000
1986 4.977.451 4,018,600 968,851 19.5
1987 6,325,783 2,770,300 3,555,463 43.8
1988 6,753,663 2,622,969 4,130,694 388
1989 7464557  2.782,300 4682257 313
1990 8,627,081 2,557,900 6,069,151 29.6
1991 9585192 2,557,900 1,027,292 26.7
1992 11,293,150 2,838,800

81454350 251
1993 121829.291® 2,838,800 0990491 21
1994 15395 14Sd 0 15395149 (000

®Tho actual cost lo municipalities exceeds this figuro by $100,000 -
$160,000, depending on the underfunding of the renters
program.

bRatio of state appropriation (reimbursementto municipalities) to
tho total cost of the program.

®FY 93 figures are estimated and subject to final audit

dEstimate as ol January 1993

°Govomor Hickel's proposed FY 94 budget released in December
1992, includes no funding for this program nor for the renters
rebate program. Governor Hickel has indicated that ho will
introduce legislation to eliminate the state-mandated program
and make it a local option.

Source: Department of Community and Regional Affairs
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Tax Jurisdiction

Anchorage Municipality

Cordova

Craig

Fairbanks NS Borough

FNSB/Fairbanks C ity
FNSB/North Pole
Haines Borough
Juneau,

City & Boro

Kenai Peninsula Boro

Ketchikan G ateway Boro

Kodiak Island Borough
KPB/Homer
KPB/Kenai
KPB/Seward
KPB/Soldotna

M at-Su Borough
Mat-Su/Palmer
Mat-Su/W asilla
Nenana

Pelican
Petersburg
Sitka, City & Boro
Skagway

Valdez

Wrangell

Summary

Tax
Sonlor3

dso

1

72

35

26

47

20

15

Year

Valarar.s

S i

11

1991/FY 92
Requested Rabata3

$516,576.00

$269.57
$9.42
$75,744.77
$30,212.51
$1,909.9 2
$1,835.30

$93,077.04
$663.60
$22,734.97
s9378.73
$6,793.11
$10,91 4.73
$1,835.70
$17,844.21
$1,486.35
$13,670.20
§18,311.78
S5 16.60
$250.3 6
$2,863.00
$5,836.96
$303.43
$357.4°5

$2,991.23

$336,387.02
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Senior Citizen/Disabled Veteran Property Tax Exemption
Program History

1%'1% Slate Municipal

Funding Reimbursement
Level Request
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Municipal

Reimbursement Request

Slate Funding Level
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(ERTHCATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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Department of Health and Social Services
Division of Public Assistance
February 5, 1993

DISCUSSION PAPER
HOUSE BILL NO. 67

House Bill 67 is the Administration®s response to the problems of
welfare dependency and 1increasing costs in Alaska®"s cash public
assistance programs. This set of changes has the dual goals of
producing immediate savings 1in program costs and curbing the rate
of increase in the welfare caseload.

HB 67 achieves substantial cost savings in the Aid to Fam. lies with
Dependent Children (AFDC) program by reducing benefit payments by
6.3 percent to January 1991 levels, suspending the calendar year
1994 automatic cost-of-living allowance (COLA) adjustment in
payment levels, and reducing the payment standards for two-parent
AFDC families (AFDC Unemployed Parent and Incapacitated Parent
cases) to the same level as the standards for single-parent (AFDC
Basic) families.

In addition to saving program dollars, this change establishes
payment equity among single-parent and two-parent AFDC families of
the same size. HB 67 also makes a cost-neutral adjustment to the
payment standards for AFDC families headed by a non-needy relative
in order to bring Alaska®s AFDC program into conformity with
federal requirements that payment standards be incremented equally
for each additional child.

HB 67 amends the Adult Public Assistance (APA) statutes to achieve
savings in payments to the aged, disabled, and blind. APA benefits
are reduced to the level in effect in January 1990, resulting in a
net reduction in assistance to individual recipients of 3.7
percent. The scheduled January 1994 COLA increase 1is suspended.
The APA statutes are also amended to allow the State to be
reimbursed for Interim Assistance paid to individuals applying for
federal Supplemental Security Income (SSI) benefits by collecting
the Interim Assistance from their retroactive entitlement to SSI
benefits.

SECTIONAL ANALYSIS of HB 67

Section 1 of the bill amends AS 47.25.320 (a) to reduce Aid to
Families with Dependent Children (AFDC) maximum payment levels by
6.3 percent, effectively rolling them back to the levels in effect
on January 1, 1991. The maximum grant amounts specified in the
current statute were established in 1982.
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Under the COLA provision at AS 47.25.320(d), those amounts have
been increased annually to reflect cost-of-living increases. The
maximum monthly grant amount for one adult and one <child is
specified in AS 47.25.320(a)(2)(A) as $500; COLA adjustments have
increased this standard to $845 as of January 1993. Section 1
reduces the standard to $792.

This section makes a similar adjustment to the payment increment
for additional children specified at AS 47.25.320(a)(2)(C). The
increment has increased because of COLA, adjustments from $65 1in
1982 to $105 in 1993; HB 67 reduces the 1increment to $98 for each
additional child.

Section 1 amends AS 47.25.320(a)(3) to reduce by 6.3 percent the
maximum grant amount for a pregnant woman 1in her last trimester or
an adult whose only dependent child receives SSI benefits. The
maximum grant amount specified for such "Adult-only" AFDC cases 1is
set by regulation at $530 per month as of January 1993. Section 1
reduces the standard to $497.

Section 1 also amends and renumbers AS 47.25.320(a)(2)(C) to
restructure the payment standards for AFDC Unemployed Parent and
Incapacitated Parent families by setting the increment Tfor the
second parent at $98, the same as the 1increment for a second or
additional child. The increment for the second parent is currently
set by regulations at 7 AAC 40.520 (a)(2) and statute at

AS 45.25.320(e). The January 1993 payment standard for a family
of two parents and one child is $1040. This change reduces the
standard to $890 and adds $98 for each additional child, the same
as the proposed standards for single-parent households of the same
size.

Finally, Section 1 restructures the payment standards for AFDC
households headed by a non-needy specified relative ("Adult-not-
included” cases). This cost-neutral change is necessary to conform
the program to federal law. The federal Department of Health and
Human Services has cited Alaska®"s AFDC payment standards for
households of this type as out of compliance with the requirement
that the payment increment for each child above the base level for
one child be the same.

Current law sets the payment standard for one child at $200, two
children at $400, and the increment for a third or additional child
at $65. COLA adjustments since 1982 have increased these standards
to $335 for one child, $672 for two, and $105 for each additional
child as of January 1993. Section One sets the standard at $452
for one child and $98 for each additional child.

The changes in benefit levels imposed by Section 1 would take
effect on July 1, 3.993.



Section 2 of the bill amends AS 47.25.320(d) to suspend for
calendar 1994 the automatic COLA adjustment to the AFDC payment

standards. This adjustment, which 1is based on the federal SSI
COLA, occurs each January and is expected to be approximately 3
percent in January 1994. Section 2 also includes language that

directs that the 1994 COLA, as well as the previous AFDC COLAs that
are, 1in effect, rescinded by Section 1, will not be restored after
1994. Under Section 2, the annual AFDC COLA adjustments would
resume in calendar 1995.

Section 3 allows the Department of Health and Social Services to
use its regulatory authority to set standards of need that exceed
the payment standards set in Section 1. Federal 1law allows the
states to pay a reduced percentage (a "ratable reduction™) of the
amount that 1is established as necessary for the basic household
expenses that the AFDC payment is intended to cover. Alaska has
historically paid 100 percent of need.

Ratable reductions may be structured to create a payment "gap" that
works as an incentive for recipients to earn income. The
administration intends to use the authority provided (in Section 3
to establish AFDC need standards that are 6.3 percent above the
payment standards set 1in Section 1, effectively maintaining the
January 1993 basic need standards and creating a small payment gap
that assures that current AFDC recipients who receive small grants
will continue to be eligible for Medicaid and Job Opportunities and
Basic Skills Training (JOBS) program services, and providing a
small incentive for recipients to work.

The authority provided by Section 3 could also be used, given
sufficient appropriations to cover additional AFDC and Medicaid
program costs, to create a larger payment gap that allows
recipients to retain more of their earnings and earn larger amounts
without losing eligibility for AFDC and AFDC-related benefits.

Section 4 amends 47.25.430(b) to suspend tho January 1994 COLA

increase in Adult Public Assistance benefits. This adjustment,
which is based on the federal SSI COLA, is expected to be
approximately 3 percent. Section 4 also includes language that

directs that the 1994 COLA, as well as the previous APA COLAs that
are, 1in effect, rescinded by Section 5, will not be restored after
1994 . Under Section 4, the annual APA COLA adjustments would
resume in calendar 1995.

Section 5 amends AS 47.25.430(a) to reduce Adult Public Assistance
payments to the levels in effect on January 1, 1990. The January
1993 APA payment to a typical individual who also receives SSI
benefits is $374; Section 5 would reduce that payment to $331. The
payment to a typical couple would be reduced from $544 to $484.
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Because of increases in the amount of SSI benefits since 1990, the
total assistance income of a typical single APA recipient would
decrease from $808 (combined SSI and APA) to $778 - a reduction of
3.7 percent. A typical couple®s combined assistance would be
reduced from $1196 to $1156 - a 3.3 percent reduction. The APA
benefits of recipients who do not receive SSI would be similarly
reduced.

The APA need standards are set by regulation at 7 AAC 40.310.
Section 5 gives the Department of Health and Social Services the
direction and authority to reduce the standards.

The changes 1in benefit levels 1imposed by Section 5 would take
effect on July 1, 1993.

Section 6 amends AS 47.25.455 to allow the state to be reimbursed
for Interim Assistance benefits paid to APA applicants while they
are waiting for the Social Security Administration to determine
their disability. Social Security typically takes 4 months or
longer to make a disability determination. APA applicants must be
disabled under SSI standards before they qualify for regular APA
and Medicaid benefits; Interim Assistance provides these
individuals with a $280 monthly payment for basic living expenses
until they are determined eligible to receive SSI and regular APA
benefits.

Once APA applicants are determinea to be disabled, they are
retroactively eligible for SSI from the date they applied. Such
individuals typically receive 4 or more months of retroactive SSI
benefits (at up to $434 per month) for the months they received

Interim Assistance. Federal law allows the states to be reimbursed
for the Interim Assistance from the applicant"s retroactive SSI
benefits. Section 6 establishes the authority for Interim

Assistance reimbursement in Alaska by requiring applicants to repay
the Interim Assistance they receive if they are found eligible for

SSI. The Social security Administration would make the
individual®s retroactive SSI payment to the Division of Public
Assistance. DPA would retain the first $280 of each month"s

retroactive SSI benefit and forward the balance to the recipient.

Section 6 also eliminates retroactive eligibility for regular APA
benefits to individuals who have vreceived Interim Assistance.
Under current law, an Interim Assistance recipient who 1is found
eligible for SSI 1is retroactively entitled to APA benefits; this
entitlement is reduced by the amount of Interim Assistance the

individual already received each month. Interim Assistance
reimbursement will achieve savings only if the retroactive
entitlement is eliminated. Section 6 adds a new subsection (d) to

AS 47.25.455 that repeals the retroactive entitlement to APA
benefits of Interim Assistance who are found eligible for SSI.

The changes in Section 6 take effect on July 1, 1993,



Section 7 repeals AS 47.25.320(e), which established the payment
standards for AFDC Unemployed Parent cases when the AFDC-UP progranm
was enacted in 1990. This change 1is necessary tc conform to the
change to AS 47.25.320(a)(2) made 1in Section 1, establishing the
payment standards for two-parent AFDC families at the same level as
the standards for single-parent families.

Section 8 provides transitional authority to allow DHSS to adopt
implementing regulations for HB 67 before the effective date of the
law. The regulations would take effect on the effective date of
the legislation. This provision is intended to facilitate timely
implementation on the statutory changes included in the bill.

Section 9 provides for an effective date for the bill of July 1,
1993.

H:VDPA\CURTL\WP51\HB67.SEC 2/5/93



DIVISION OF PUBLIC ASSISTANCE

AID TO FAMILIES WITH DEPENDENT CHILDREN (AFDC)

AFDC PROGRAM FY89 FY90 FYo1l FYyo92
ACTUAL ACTUAL ACTUAL ACTUAL
AFDC-Basic caseload 7558 7549 8299 9231

AFDC-UP caseload 769 1574

TOTALAFDC caseload 7558 7549 9068 10805
Caseload rate change vs

respective prior year -1.3% -0.1% 20.1% 19.2%
Expenditure increase vs. $1,659.5 $2,655.0 $16,228.9 $21,435.0
respective prior year
TOTAL EXPENDITURE $59,790.9 $62,445.9 $78,674.8 $100,109.8

FY93 AFDC BUDGET SUMMARY

FY93 AFDC INITIAL AUTHORIZATION

1. Restore the reduction for the cost of the FY93 COLA because the COLA
suspension in HB 573 did not pass last year's legislative sessior.

2. Add 6677.6 for the cost of AFDC caseload growth that was not planned
in the FY93 budget request.

FY93 AFDC BUDGET WITH SUPPLEMENTAL

FY94 AFDC BUDGET SUMMARY
FY94 AFDC FULLFORMULA BUDGET

Legislative changes in HB 67 needed to create savings:
1. Suspend AFDC COLA effective January 1, 1994
13858 AFDC families x$25.34 Avg payment x 6 months =

2. Implement ratable reduction of AFDC payment to 1991 maximum levels.
13858 AFDC families x $51.72 Avg payment reduction x 12 months =

3. Use the AFDC Basic Need Standard for AFDC-Unemployed Parent and AFDC-Incapacitated.

2483 AFDC families x $87.01 per month x 12 months =

TOTAL FY94 SAVINGS

[-FY94 AFDC REQUEST

FY93 FULL
FORMULA
10345

2140

12485

15.5%
$20,092.6
$120,202.4
111,795.4
1729.4
6677.6
120,202.4

FY94 FULL
FORMULA

11482
2376
13858

11.0%

$17,199.0

$137,401.4

137,401.4

($2,107.3)

($8,600.1)

($1,944.4)

($12,651.8)

$124,749.6



DIVISION OF PUBLIC ASSISTANCE

ADULT PUBLIC ASSISTANCE (APA)

APA PROGRAM FY89 FY90 FYo9l FY92 FY93 Full
ACTUAL ACTUAL ACTUAL ACTUAL Formula
Average Caseload G538 6918 7500 8083 8908
Caseload growth rate vs. 8.4% 5.8% 8.4% 7.8% 10.2%
respective prior year
APA Expenditure 18,952.3 20,639.0 23,430.2 26,688.1 34,887.0
OAA-ALB HH Expenditure 3,403.1 4,262.5 5,066.9 5,803.1 2,194.5
TOTAL Program Expenditure $22,355.4 $24,901.5 $28,497.1 $32,491.2 $37,081.5
Expenditure increase vs. 2,458.4 2,546.1 3,595.6 3,994.1 4,590.3
respective prior year
FY93 APA BUDGET SUMMARY
FY93 APA INITIAL AUTHORIZATION 33649.9
1. Restore the reduction for the cost of the FY93 COLA because the COLA
suspension in HB 573 did not pass last year’s legislative session. 535.7
2. Replace 434.0 federal funding with general fund for Interim Assistance
reimbursement that can not be achieved because authorizing legislation in 0.0
HB 573 did not pass. (424.0) Federal + 434.0 GF
3. Add 701.4 for the cost of APA caseload growth that was net planned in the 701.4
FY93 budget request.
FY93 APA BUDGET WITH SUPPLEMENTAL 34887.0

FYo94 APA BUDGET SUMMARY
FY94 APA FULL FORMULA BUDGET

Legislative changes in HB 67 needed to create savings:
1. Suspend APA COLA effective January 1, 1934

9207 APA clients/interim Assistance casesexcluded) x $11.00 Avg pay reduction x 6 mos

2. Implement ratable reduction of APA payment to 1990 maximum levels.

9207 APA clients(Interim Assistance cases excluded) x $36.67 Avg pay reduction x 12 mos

3. Enact Interim Assistance reimbursement & eliminate retroactive APA payments to

Interim assistance recipients after SSI application. (434.0 Federal replace GF In FY94 base)

Regulation change required to implement:
4. Prorate APA initial months benefits

TOTAL FY94 SAVINGS

FY94 ADULT PUBLIC ASSISTANCE (APA) REQUEST

FY94 Full
Formula

9664

8.5%

38918.6
2456.C

$41,374.6

4293.1

38918.6

($607.7)

($4,051.9)

$0.0

($475.2)

($5,134.8)

$33,783.8
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DISTRICT 3
AACHAK

ALBKNAGK
ATMAUTLUAK

CLARKS POINT
DILLINGHAM

GOODNEWS BAY
KASIGLUK
KIPNUK
KONGIGANAK
KWETHLUK
KWIGILLINUOK
MANCKOTAK
NAPAXIAK
NAPASKIAK
NUNAPITCHUK
OSCARVILLE
PLATINUM
PORTAGE CREEK
QUINHAGAK
TOGAK
TUNTUTULIAK
TWIN HLLS

Representative Lyman F. Hoffman

Alaska State House
State Capitol * Juneau, Alaska 99801-1182 + (907) 465-4453

February 8, 1993
TO: Rep. Cynthia Toohey, Co-Chair
Rep. Con Bunde, Co-Chair
House HESS Committee
FROM: Rep. Lyman F. Hoffman
RE: HB 67: "An Act relating to eligibility for and

payments of public assistance; and
providing for an effective date."

Rk e e b e b b b b b b e b b b e b b b b S b b e e b i b e A b b e o b b b b b b b b b b S S S b e b b b e b

As the Representative from House District 39, 1 find the
provisions for "cost saving”™ in HB 67 entirely unacceptable.
The fact that reductions in spending must take place to
compensate for the decline of state revenues does not
entitle this administration to literally take food from the
mouths of those Alaskans that need assistance to provide
for themselves.

times when fiscal
losses, the burden

What form of 1logic dictates that in
sacrifice must occur to balance revenue
be placed on the backs of those who are living below the
poverty line? Additionally, 1 find this same logic flawed
in light of the fact that State of Alaska employees continue
to be the benefactors of cost of living adjustments. I f
there are those who believe measures such as those provided

in HB 67 are necessary for cost cutting, perhaps 1in the
sense of fairness, provisions should be included in this
proposed legislation to roll back salaries to the 1990 level

and cancel COLAs for employees of the state to keep things
on a fair and equitable basis.

While a monthly reduction of $79 to a typical AFDC household
may not sound like much to some, rest assured that for many,
that small amount represents the difference between food on
the dinner table or a child going to bed hungry the last few
nights of the month.

is stated "Reductions
AFDC a slightly less

Within the fiscal note for HB 67 it
in AFDC benefits will also make

attractive alternative to work." It is precisely this type
of misguided mentality that continues to perpetuate the
negative reputation attached to public assistance. When

P.O. Box 886 « Bethel, Alaska 99559 « (907) 543-3541



will we, as a society, begin to realize that regardless of
the few who will always abuse and manipulate a system to
their advantage, many Alaskans on public assistance are
simply trying to do the best they can to provide for their
family in a sour economy. This is particularly true in Bush
Alaska, which the current administration continues to view
as insignificant when <considering options of -economic
development and diversification which could alleviate a
large portion of the public assistance financial burden.

I would only hope that in future hearings on this proposed
legislation, that you would open your meeting to testimony
from those Alaskans whose lives you will affect by pushing
this bill forward.

One last comment, 1in closing. I challenge anyone to provide
for themselves and a child for six months on the monthly
AFDC stipend of $871 and then believe that the consequences
of HB 67 will not severely impact those families needing
assistance to provide food and shelter for their families.
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Meg Gaydosik

State Public Policy Chair
AAUW - Alaska

1024F1fth Avenue
Fairbanks, AK 99701

I am here to tesfify against the proposed cuts to public
assistance on behalf of the statewide membership of the
American Association of University Women. The AAUW supports
public budgets that give priority to human needs.

According to the January edition of "Alaska Economic Trends"
published by the State Department of Labor, there are a lot
of misconceptions about Public Assistance. The facts

and statistics in this report substantiate the premise that
much Public Assistance money dees what i1t iIs Intended to do:
provide a safety net to allow people to get back on their
feat. According to the report, for the years 1984 to 1991
87% of AFDC recipients received public assistance for less
than two years. This report also states that Alaska 3 AFDC
population is relatively small compared to other states.

The Carcnunity Research Center of the Fairbanke North Star
Borough has also just released a study on poverty in

the borough that was based on census data. This report states
that of all households in the borough headed by a female with
children under 5, 41% of these families live below the poverty
line. This statistic 1s astounding. Everyone gives lip-service
to the idea that "children are our future"™ but we do not provide
basic funding to provide them enough money to survive,

much less thrive.

We have a variety of other government welfare programs in this
state that no one really considers cutting. These range from
the Permanent Fund dividends to Longevity bonuses to state backed
mortgage loan guarantees. We pay no income taxes and very
limited user fees for other state programs. Yet, we are

asking the poorest people, those whose public assistance only
guarantees that they will be able to liva BELOW tho poverty

lino, to bear a major responsibility in balancing our budget.

It is time we took a lesson from our native elders and decide that
It is a community responsibility to Drovide for tho children,
disabled, and poor. It is also time that we hold the
administration accountable for budget decisions that directly
impact public assistance funds. According to an article in the
2/12/93 edition of the Fairbanks Daily Nous-Miner, Health and
Human Services Commissioner Mala tranafered over $90.C0Q frcm
program budgets into his adninistrative budget for travel and
public relations. This type of spending is offensive.

Thank you for this opportunity to speak to you. If you have

not already received a copy of the January "Alaska Economic Trends"
report, please request one from the Department of Labor.

I strongly urge.you to read this before making any decisions
regarding public assistance budgets.

©



State RQealth

The Associated Press' -

~JUNEAU—AIlaska’s commis-
sioner of Ihc Department of Health
and Social Services has diverted
money fromprograms that provide
welfare an ‘benefits
cover budgetoverruns in hisoffice.

Ted Mala said-the money is
needed for travel, reports, public
relations and other operations dial

support the department's prog-.

rams.

"You're looking at one of the big-
gest departments in state govern-
ment with over 2,000 employees,"

medical benefits to .

Thestale budget, signed last sum-
mer by Gov. Waller J. llickel in-
cluded (706,100 for Male's office for
the fiscal ?/ear ending June 30.
"Last fall, however, it became
dear spending would exceed that
level, said Janet Clarfe, deport-
ment administrative uirector.
“Mala issued a memo to his divi-
siondirectors in December, tellin
them (93,900 would be transferre
from their budgets to his. ]
Mala took (22, 700fromthe Public
Assistance Division, which over-
sees food stamps and other welfare

chiefdiverts

he said. “You have to have some «.mprograms, and the same amount
kindofa manaqsment structure to : from the Puhlic Health Division,
make it all work." " \udiich oversees emergency medic-.
Sen. Jim Duncan, D-Juoean and ¢, a! services and disease prevention.
minority leader, said Ue Legisla- m He’also took (19,800 from the
ture shouldtake a dimviewofsuch ®amily and Youth Services Divi-
budget transfers. sion, (16,500 from the Menial
.. Ithinkit'sareal concern, trans- *Health and Developmental Disabi-
ferring money from programs that _lities Division, and lesser amounts
.go to assist ‘needy individuals-" jfrom other divisions.
public assistancé and medical 1i Mala and Clarkesaid part of the
rograms—into administration. I money is being spent on the office's
hink it’s uncalled for." * ; -public affairs staff, which puts out
Duncan is a member of the Sen- Jncws releases and Issues reports.
ate Health, Education and Social \/ Mala also said his office has
Services Committee, which over- spent extra money putting top offi-
sees the department's operations.  cials on the road to visit villages

STATE B/

funds to his office

and attend town meetings, often at  the $33900 diversion. o
lie request of communities. The chairmen of the legislative

Ilickel's proposed budget for the subcommittees that review the de-
next fiscal year includes (IM3400 Partment's budget said they will
for the commissioner's office, lake a close Iexik at it. _
Clarke Bald. Tlutt’aanes percentin- "Wt generally want live service
crease over the current year, but deI_|ver|¥, not the administration,”
it's (23600 less than the total ofthe said Rep. Mark Hanley, R-
$7%6,100allocated for llusyear plus  Anchoragc.
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TO: HOUSE HEALTH,EDUCATION &
SOCIAL SERVICES COMMITTEE

Subject: Need to defeat/sideline Hb 67.,i.e., eligibility
for and payments of public assistance...

From: James E. Fisher, 633 Harris Street, Juneau,AK ~

Date: February 22, 1993

As a long term participant in Alaskan society, | urge defeat, or indefinite postpone
of HB 67, ...relating to eligibility for and payments of public assistance...

This urging is based upon the following reasons:

1 Money to fund the demands for this safety net program appears to be
available. This classification of expenditure being tax supported, should certainly
receive some support from the recently received tax settlements.

2. It would appear the adverse impact of the proposals in HB 67 will fall
upon needy children and disabled adults, i.e. as stated in Section 5, the direction to
"reduce the maximum ...". From all one can learn about our society (I believe it is
undisputed they are a critical segment of, and future for,our communities), children
need more financial support not less. It also appears from the bill that children
could be the most numerous of our neighbors who might be hurt by less resources. |
have heard affected children might number as many as 23,000.

3. Does this Committee really know what this legislation will do to the
children and others in our state who are financially most vulnerable? Do
comparisons with other lower cost areas provide a realistic analysis of the impacts in
Alaska?

It is imperative to more fully understand the costs to the children, and the disabled,
in that most unfortunate segment of our population that this legislation wall affect.



P.O. Box 21662
Juneau, Alaska 99802
February 9, 1993

Representative Bill Hudson
Alaska State House

Room 108, State Capitol
Juneau, Alaska 99801-1182

RE: Change in State AFDC Regulations
Dear Representative Hudson:

Thank you for your interest in my concern about child support garnishments and
AFDC benefits. | believe the State of Alaska needs to change how it treats the earned
income of families on tbe Unemployment Parent AFDC program. Now, the Public
Assistance Division treats the child support garnished from my paychecks or my
unemployment benefits as income when calculating my family's AFDC grant. This policy
has a disastrous affect on my family's AFDC grant, and Tm sure it hurts many other
families as well. | understand that federal regulations allow the state to treat child support
garnishments differently. Tm enclosing a letter from Assistant Ombudsman Odette Foster
which explains which federal and state laws are involved in the change | would like to see.

Let me show you one month's example.

First ofall, | have a 1983 court order to pay $476 a month child support The
mother of my two daughters closed the ongoing case, so the Child Support Enforcement
Division (CSED) is collecting for an old AFDC debt, 1 still owe $9,700 on this debt; Tve
paid off $6,400 m the past several yeara. Tm currently in court trying to get the monthly
obligation lowered. This court order allows CSED to take $476 a month, but during part
of 1991 and 1992,1worked out an agreement that they would take only $200 a month.
After | lost myjob in June 1992, they have garnished anywhere from $200 to $650 a
month from my unemployment benefits. ®ublic Assistance still considers these
garnishments as income (per state regulation and policy), and they are deducted dollar for
dollar from our future AFDC grants.

For example, in October 1992, my wife Delores and | received an AFDC grant of
$562. This amount was based partly on my income for August. | received gross income
0f$652.90 from ajob and from unemployment benefits. In reality, | only took home $368
ofthat because $284 was garnished for child support. We cannot live on an AFDC grant
of$562. The rent on our two-bedroom apartment is $800. a month.

As you can see, this way offiguring my earned income hurts in three ways. (1)
The garnished child support counts against us for future AFDC grants. (2) It leaves me
without money to support the children in ray household: our daughter by this marriage
and my two step daughters. (3) And | am not able to make voluntary payments to the
mother of my other two daughters. | have five children in my life, and | don't have the
money to support any ofthem because ofthis large past AFDC debt Tm having to pay off
| earned about $12,000 in 1992, and $3,800 ofit has been garnished for child support.

I believe its my responsibility to support my children, and there's nothing | want
more than to give them the money they need. Tve applied for my PFD every year | was
eligible, knowing it would be taken for child support, and | encourage other fathers to



apply for theirs. This fall I was able to make two small voluntary child support payments
for my first two daughters, but $150 is not much help to their mother for the year.

| cannot say strongly enough how badly the current policy affects families in my

situation. My family is in a constant financial crisis as a result of my child support
garnishments being counted as income. Frankly, the stresses of dealing with these

financial troubles are threatening my new marriage.

Thank you for any help or ideas you can give me. Ms. Foster ofthe ombudsman's
office helped me write this letter.

Sincerely,

Charles Wheaton

Enclosure: Ombudsman staff letter
cc: Ted Mala, Commissioner, Health and Social Services



State of Alassa
Reply to:

m .'ID ixcism a”n
O P.0.Box 102636

Anchorage, AK 99510-2636
Duncan C. Fowler EW; gl

800) 478-2624

P.0. Box 113000
February 9, 1993 Juneau, AK 99811-30 in
907) 465-4970
800) 478-4970

Q  P.O.Box 74358
Fgadgba4n5k25,4%<199707-4358
Charles W heaton .
Post Office Box 21662 800) 478-3251
Juneau, Alaska 99802-1662

RE: Change in State AFDC Regulations

Dear

In light of the many difficulties you’ve had with child support garnishments and
your family’s AFDC grant in past months, I’ve researched whether the State of Alaska has
the option of changing the way it calculates earned income for the Unemployed Parent
program. Alaska currently counts garnished child support as income, but a federal
regulation governing the Aid to Families with Dependent Children allows a state to
disregard such income.

Here’s what | learned. The Alaska AFDC Manual, 302-14KK, Recoupments and
Garnishments, states, “Garnishments are always made by direction ofa court order and are
not excluded in determining the gross countable income from any source.” State
regulation 7 AAC 45.380, Certain Exempt Income, lists the 25 items which are excluded
from income. Court ordered garnishments are not listed.

Alaska’s program is based on federal law and regulation. One federal regulation
governing the AFDC program allows a state to disregard income garnished for child
support. 45 CFR 233.20 (a)(3)ii (C) reads:

States may have policies which provide for allocating an individual’s
income ... forthe support of other individuals living in another household.
Such other individuals are those ... he or she is legally obligated to
support. [Emphasis added.]

You can request a change in a state regulation under AS 44.62.220, the
Administ ative Procedures Act. The regulation you want to change is 7 AAC 45.380 (a).
Your change would add another exemption to the list of exclusions. The new language
would reflect the option allowed under 45 CFR Ch Et, 233.20. Suggested wording is:

(Existing) 7 AAC 45.380. Certain Exempt Income, (a) When determining
AFDC eligibility or payment amount, the division will not consider the
value ofthe following items as income to a member ofan AFDC economic

unit:

(New) (26) the amount of any payment made to satisfy an administrative or
court order to pay for the support of an individual living in another
household. Direct cash payments of support and amounts withheld from
earned or unearned income shall be deducted from income under this
section.



Charles W heaton -2- February 9, 1993

AS 47.25.330 (2), Duties of the department, authorizes the Department of Health
and Social Services to adopt regulations and take the action necessary to carry out Alaska
statutes governing the AFDC program.

You need to address your request and send the above information to:

Commissioner Ted Mala

Department of Health and Social Services
Post Office Box 110601

Juneau, Alaska 99811-0601

You are welcome to call me at 465-4970 if you have any questions on this letter.
Good luck in your efforts.

Odette Foster
Assistant Ombudsman

OF:pjc
Enclosures: federal and state regulations
AFDC policy 302-14KK



(SiISMTOT Vir  |CcS-:Xul R. CATHoWC 'k'O0i/S m= TUn. "

c/vth-vx~c p* \'2 £vicE
UirvClo I LcAj ?2 & - M Arev”MO L. y>i<3> OF T.R .d
..sis'm z.; 2 [?. ‘'v™ei. 'lg-njg”™l ccot/ea crfo r>rv Bifw f£
..0"? Tva) CM -ecr*rr*C'T Ki s ir-nsg. JOMcciivQ a 6<7of\T Pef°Hw
O-AVCC AINO A kj\Ww*OiNJ  TV|Fvto \ , lyo )1 ] Q
. cK/'vjvcof (R™e?eNjtPvjnr ScwsiNt A”y  fATunrvL
7t>"A AL, ANUQ<Z  Pur—0 TV210) TD  eXTr’LA s~ A AV oW

w ("XTN-AS We WAS  Giviftv, N->i SIJP02- D»3 * -F MJovr W T

L&v<3 m-C ~"eff ArT riTA-r A KJ'OfP Q) H-\F~? Ixssjfc€ -

T UuAi’ N Ltrcw / TK-LQ7 N->"V/s3fZ_ H> F.

{fsj AtJMLrHoo” I'v A IV*-1 T< o00-Av> AwD
CC-7inrS'PcirojiitH i, CCfCoirM TW ~re 6-'Ho I-VS'/o Le\T Ar-iJ  Ni(@s2>
k»Ae AyL'E  opPcv-" nre Arrv fouiae.U 5r; A ry 72/

LA CC jvvs. pC"”CjvtioNM’ fV's poyfoCET/oc®" rvo?;njFwv sjC ™ Csr AW/
fl-YxL A-rF CoGmce TO A"A £ e pTeij2 VCI C”r; hftrA*-O , TTTNN

Don 'f lu.ft.Cs; /uA ODAN CarJrfc-l ftco T"10iv/ T& f o”-uriCjO-c CA*Vyq fGwf,

TWO' C ft~'T Mri-CC. Lo/2>N I*FT | > 1ANT Do T . ¢VSN vcTt,
icixo t>* tvpht FVE*\/t. ?
TYVES'( AVAv/C ov u; U {Ao A/OS. HrcJZArW A'Y | iu&6<:/r
..THhvt yov, 1loc’c yyr Vjj Ay ueu_ A)  HtejnA , <-0¢" at

S<€c U-yo ice Ii°At:

77\e cf*£r F/»°~s | ~vitorr A MNAT*F] e it5Y*o<c7 waj*

J2- VZf* AG.a, / htAue 2- S'uirX ™ ~*r —or~c  ti/ICAJ
Ae' -- owe \' n»o\wclc.w ASi)—, A.-t OH.~Mvun- i; p Jcqg a
tSAT  <1K K)oT  Cavi-</uA-ir-/<”-va< / 2mCfitfC us/ A H riPu” AHiwu; ,
HA v /v- YU- ] OA-w GVT , / : Lo - A-CLv(Vyf 0c . »

/ CAtx-T' NAX of TVrei'C rw<. 6-~/-  f=ovc rcrt--



Al TVnf  fi"-w . ‘5L )coo ifeo/L-vi nrw rngnr

IV _j0o\/]) C?We Ki'oyL>Y  0-0 *o TtnT  pOv S7LTy  t-LVcfX.
wa 12, fi)(ZTAVI SLepu C\gj> |
A G3fa~ pyYv_ uf ptefe D/nr // jiowt,

GNOO " ~.prkcf} 'TO ne€ /Ajo.OAc STVAtyLfl/ ft= 0"

CAbir LAITVIAC , KoyZ/C i1nfaizyra~r  fo-*v Ftv2z. AO©SOHwd ptrvo >CXu
AIZICATSTI  pYPKi'vifAMft-C 0>'nJpWi' M E li Y%£_  1$%(V\.\C AC-FiOA/r AvO
ASCiSi-fvT N'C  T)ACiPoroS; |

THC R ™IS cr- A S'eOCV'ET'S [t azett KOV'UuOtp
AYe. UxVY' U-Avcdt  TVnyr 3<ic\<tt T12-0=vry 77t LOV'T
of [rs"  ujsM .LsrLf. [He Uw A gct* [?2t'f=0” wvoc ir no- ka™H -

. AI'C Yoo TO  CtVAr*GvE ITT



Alaska §>tate SkgislaturkE

cobfse of seprentauen roormre 1o e
. B 67 Higibility for Rublic Asistanc
AND SOCIAL SERVICES Mzska Native Halth Board.  Discussion
i an rual health issues
DAE Feoruary 10, 19% AAE: Cypitdl Rom Bills held fran prior calerdars nay ke he

DY WS BETY
REFREENING  BANSSHEEOW MILINGAORESS 4P HARHOE (WRHONE  TOTESTIFY? WAGHLI?

rcc kKAXT, rst/kj*-nuS, RCS

Ub <m
A&K //6(ifu

Pap i d-2—



M EM ORANUDUM State of Alas ka

TO:

THRU:

FROM:

Department of Community
and Regional Affairs

Representative Con Bunde DATE: February 22, 1993
Co-Chair, House HESS

Representative Cynthia Toohey

Co-Chair, House HESS
FILE NO: CS HB s6/HES/2-22

TELEPHONE: (907) 465-4700

Bruce R. Geraght’ SUBJECT: Work Draft 8-Ghi032\K
Deputy Commissioner 2/18/93

The department reviewed over the weekend the proposed Committee Substitute,
identified as "Work Draft 8-GH1032\K" dated 2/18/93.

Regarding this Work Draft, attached you will find:

1)
2)
3)
4)
5)

6)

7)

)

9)

DCRA Position Paper

DCRA Sectional Analysis

DCRA Recommended Amendments

DCRA analysis of effects of Senior Citizen/Disabled Veteran Property Tax
Deferment with 5% Interest

DCRA analysis of effects of Senior Citizen/Disabled Veteran Property Tax
Deferment Without Interest

DCRA Tax Year 92 - FY 93 Senior Citizen Disabled Veteran Property Tax
Exemption Program. This shows the percentages and costs of only the
Disabled Veterans portion of the existing program.

DCRA analysis of the Senior Citizen/Disabled Veteran Property Tax Exemption
Program FY 93/TY 92

DCRA analysis of the Effect of HB s6/SB 102 on Local Contribution
Requirement to School Districts

DCRA estimates of HB ss Impact on FY 94 SRS Program. SRS is short for State
Revenue Sharing.

Please distribute this information to your committee. Thank you.



STATE OF ALASKA

DEPARTMENT OF COMMUNITY
& REGIONAL AFFAIRS

POSITION PAPER

Bill No.: CS HB s6(HES) DCRA FN: Zero
Work Draft 8-GH1032\K
2/18/93
Sponsor: Governor Position: Support with

Recommended
Amendments
(attached)

Title: An Act relating to an exemption from and deferral of municipal
property taxes for <certain residences, to property tax
equivalency payments for certain residents, to the
determination of full and true wvalue of taxable property in a
municipality; and providing for an effective date.

The legislature created the mandatory tax exemption program in 1973.
However, since 1985 the legislature has failed to fully refund to communities
(only 20% in FY 93) the total cost of this mandated exemption. The renters
rebate program was established in 1976 as a means of providing the same
benefit to seniors and disabled veterans that rent their residence. The rebate
program in FY 93 was funded at 85% of those eligible. The estimated cost of
the property tax program in FY 94 is $15.4 million. The estimated cost of the
renters rebate program inFY 94 is $1.3 million. Thedepartments proposed FY
94 budget does not fund either program.

The department supports the amendment made in CRA committee. Due to
consultations between the Department of Law and Legislative Legal Services, it
was determined that section 1 in the original bill was unnecessary.

The department strongly supports making this program available to
municipalities as an optional local tax exemption program. Encouraging seniors
citizens and disabled veterans to remain in their own residences, is an issue best
handled at the local level. Local governments are in the best position to evaluate
the needs of their population with regard to local property taxation issues. In
light of the legislative funding history, it is important to afford municipalities the
taxing flexibility to appropriately meet the needs of their community.



Work Draft 8-GH1032\K DCRA: Position Paper
2/18/93 Page 2 of 2
CS HB 66(HES)

The property tax deferral option presented in this new draft may have merit.
The department has not at this time fully analyzed the potential impacts of this
deferral concept. Both the Alaska Municipal League and the Older Alaskans
Commission have recently testified in the Senate on a similar bill, supporting
consideration of this concept.

In the departments preliminary research, this concept appears to benefit
municipalities in the long run through payment of property taxes at the time of
sale. However a question arises as to the effect this would have on seniors
citizens or disabled veterans ability to sell a residence where a deferral had

been granted and they wish to purchase more suitable independent housing.
Also there is a question regarding municipal accounting practices. Deferred
taxes would be accounted for as current year receivables, the same as taxes paid,
even though the monies might not be paid for several years or decades. This
could result in cash shortages for some municipalities. The department is unsure
at this time whether the cash shortage is a result of the deferral or because of
the relationship of the deferral to a "tax cap", if one existed, and the accounting
practises. The department is also concern with the effect onthe marketability of
property, at the time of sale, witha large municipal lien due to deferred taxes.
The department supports this concept as long as deferral is totally optional to
municipalities as a taxation tool, with maximum flexibility for municipalities to
implement a deferral program by ordinance tailored to their local situation. The
department continues to research this option.

The department supports the work draft 8-GH1032\K, dated 2/18/93, with the
attached amendments.

Commissioner

File No.: HB66/P3 2/20/93 8:03 PM



STATE OF ALASKA

DEPARTMENT OF COMMUNITY
& REGIONAL AFFAIRS

Seciiona! Analysis

Bill No.: CS HB 66(HES) DCRA FN: Zero
Work Draft 8-GH1032\K
2/18/93
Sponsor: Governor Position: Recommend

Amendments

Title: An Act relating to an exemption from and deferral of
municipal property taxes for certain residences, to property
tax equivalency payments for certain residents, to the
determination of full and true value of taxable property in
a municipality; and providing for an effective date.

Section 1. Amends AS 14.17.140(a) to remove real property owned and
occupied by senior citizens or disabled veterans, from the departments
determination  of the full value of the taxable real and personal property in
each city or borough district, when the city or borough has exempted this
property by ordinance under section 29.45.052 of this bill. This provision
maintains the status quo. Presently under the existing mandatory
municipal tax exemption for senior citizens and disabled veterans
residences, the properties are excluded from the municipalities "full value
determination".

Section.2. Amends AS 29.45.030(h) stating that nothing in this section
defining disabled veteran and real property, affects similar exemptions
contained in AS 29.45.050 or in existence on September 10, 1972.

AS 29.45.050 OPTIONAL EXEMPTIONS AND EXCLUSIONS, contains

numerous exemptions available to municipalities at this time. For
example, AS 29.45.050(i) is asenior citizen/disabled veteran property tax
exemption for their residences on the assessed value of the property
exceeding $150,000. This subsection is repealed in section 5 of this draft.

Section 3. Repeals DCRA’s authority to adopt regulations to implement AS
29.45.030(g), the existing mandatory exemption reimbursement provision;
this provision is repealed by Section 5 of this Act. In this section, (j) refers



WORK DRAFT 8-GH1032\K  2/18/93 DCRA: Sectional Analysis
CS HB 66(HES) Page 2 of 4

to the Department of Public Safety, and this departments regulatory
authority regarding senior citizens motor vehicle registration tax
exemption.

Section 4. Adds two new sections to AS 29.45.

The first part of this section, AS 29.45.052, OPTIONAL EXEMPTION FOR
CERTAIN PRIMARY RESIDENCES, is essentially the concept represented in
the Governor's original bill. The section gives specific authority for
municipalities to grant senior citizens, disabled veterans, or their widows
or widowers, an exemption from property taxation by municipal ordinance.
The ordinance may exempt the property from taxation on the first
$150,000 of the assessed value. The municipality may provide for
exemption beyondthe first $150,000 of assessed value in cases of
hardship.  There mayonly be one exemption for the same property. The
exemption is not allowed if the local assessor determines that the transfer
of a property was for the primary purpose of receiving the exemption.
The section also includes a judicial appeal provision where a dispute
results from a local assessors determination that a conveyance of property
was made for the purpose of obtaining the exemption.

Subsection (b) of this section, contains prescriptions for municipalities to
follow in the process for granting an exemption. The section sets deadlines
for application, waiver authority for untimely filed applications, and a
refund provision for the amount of tax that the claimant has already paid
for an assessment year for a property later exempted.

Disabled veteran is defined as a veteran with a 50% disability incurred as a
result of military service.

Real property is defined to include mobile homes.

The second part of this section introduces a new concept to the bill, AS
29.45.054. OPTIONAL DEFERRAL FOR CERTAIN RESIDENCES. This section
allows a municipality to defer taxes on the first $150,000 of assessed value
on real property owned and occupied as a primary residence and
permanent place of abode by a senior citizen, disabled veteran or their
widow or widower. The taxes become due when the property ceases to be
owned by the resident, or spouse, who qualified for the deferral. The
municipality may provide the deferral beyond the first $150,000 of
assessed value in cases of hardship. The municipality may charge up to 5%
annual interest upon taxes deferred. The accumulated interest may only

File No: HB 66/SA3 2/20/93 8:32 PM
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be collected after the deferral has ended and the taxes become due. Only
one deferral may be granted for the same property. Conveyance of a
property for the purposes of obtaining the deferral is prohibited. Judicial
appeal is provided for, when a disputeresults from the local assessors
decision not to grant a deferral due todetermining thatconveyance of the
property took place for the purposes of obtaining the deferral.

Subsection (b) of this section, also contains prescriptions for municipalities
to follow in the process for granting an exemption. The section sets
deadlines for application, waiver authority for untimely filed applications,
and a refund provision for the amount of tax that the claimant has already
paid for an assessment year for a property later deferred.

Disabled veteran is defined as a veteran with a 50% disability incurred as a
result of military service.

Real property is defined to include mobile homes.

Section 5. Repeals all aspects of the state mandated property tax
exemption and renters rebate for senior citizens and disabled veterans.

The specific sections repealed are:
1. AS 29.45.030. REQUIRED EXEMPTIONS.

AS 29.45.030(a)(6): The real property of senior citizens and disabled
veterans as conditioned in (e).

AS 29.45.030(e) : Defines the mandatory senior citizen and disabled
veterans property tax exemption on the first $150,000 of
assessed value.

AS.29.45.030(f) : Prescribes for municipalities the application
process and the municipal waiver of untimely filed application
authority.

AS.29.45.030(g) : Provides the conditions governing the states
reimbursement of municipalities for n venues lost due to the
mandatory senior citizens and disabled property tax
exemption. Explicitly stating that "If appropriations are not
sufficient to fully fund reimbursements under this subsection,

File No: HB 66/SA3 2/20/93 8:32 PM
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the amount available shall be distributed pro rata among
eligible municipalities.".

AS.29.45.030(i) : Thissubsection contains definitions of disabled
veterans and real property.

2. AS.29.45.040 :PROPERTY TAX EQUIVALENCY PAYMENTS,
This is commonly referred to as therenters rebateprogram.
This program is also pro rata relative to legislative
appropriation;

3. AS.29.45.050 :OPTIONAL EXEMPTIONS AND EXCLUSIONS

AS.29.45.050(i) :This subsection grants authority for municipalities
to, by ordinance approved by the voters, exempt from taxation
the assessed value exceeding 5150,000 of senior citizen and
disabled veterans. There is no reference to "hardship" in this

provision.

Section . Establishes an effective date of January 1, 1994.

File No: HB 66/SA3 2/20/93 8:32 PM



STATE OF ALASKA

DEPARTMENT OF COMMUNITY
& REGIONAL AFFAIRS

Recommended Amendments

The following recommendations are for Work Draft 8-GH1032\K, Cook,
2/18/93, proposed by House HESS.

RECOMMENDATION 1: Section 4.: The department recommends using
the language contained in HB s (CRA) for Sec. 29.45.052. OPTIONAL
EXEMPTION FOR CERTAIN RESIDENCES. This language gives maximum
flexibility for municipalities to tailor their ordinance to best meet the
needs of local senior citizens and disabled veterans, and the financial
position of municipality.

Sec. 29.45.052 would then read:

OPTIONAL EXEMPTION FOR CERTAIN PRIMARY RESIDENCES, (a) The
real property owned and occupied as the primary residence and
permanent place of abode by a resident of the state who is (1) 65 years of
age or older; (2) a disabled veteran; or (3) at least 60 years old and who is
the widow or widower of a person who qualified for an exemption under
(1) or (2) of this subsection, may by ordinance be exempted from taxation
on all or part of the assessed value of the real property. The ordinance
may base the exemption on hardship. Only one exemption may be granted
for the same property and, if two or more persons are eligible for an
exemption for the same property, the exemption may not be granted
unless the parties decide between or among themselves who is to receive
the benefit of the exemption. Real property may not be exempted under
this subsection if the local assessor determines, after notice and hearing to
the parties, that the property was conveyed to the applicant primarily for

the purpose of obtaining the exemption. The determination of the assessor
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may be appealed to the superior court under procedures set out in AS
44.62.560 - 44.62.570.
(b) In this section,

(1) "disabled veteran” means a disabled person
separated from the military service of the United States under a condition
that is not dishonorable, whose disability was incurred or aggravated in
the line of duty in the military service of the United States, and whose
disability has been rated as 50 percent or more by the branch of service in
which that person served or by the Department of Veteran's Affairs;

(2)  "real property” includes mobile homes, whether

classified as real or personal property for municipal tax purposes.

RECOMMENDATION 2: Section 4. AS 29.45.054. OPTIONAL DEFERRAL
FOR CERTAIN RESIDENCES. The department recommends removal of the
$150,000 deferral amount, even though deferral is an independent option
to be exercised by a municipality by ordinance. Additionally, the
department believes the language should reflect as closely as possible, the
exemption authority granted municipalities in AS 29.45.052.

Sec. 29.45.054 would then read:

OPTIONAL DEFERRAL FOR CERTAIN PRIMARY RESIDENCES, (a) The
real property owned and occupied as the primary residence and
permanent place of abode by a resident of the state who is (1) 65 years of
age or older; (2) a disabled veteran; or (3) at least 60 years old and who is
the widow or widower of a person who qualified for an exemption under
AS 29.45.052(a) or under (1) or (2) of this subsection, may by ordinance
be deferred from payment of taxes on all or part of the assessed value of

the real property. The taxes become due when the property ceases to be

File No: HB 66/AM 2/22/93 146 PM
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owned bv the resident who qualifies for the deferral or the spouse if the
spouse also qualifies for the deferral. The ordinance may base the deferral
on hardship. Only one deferral may be granted for the same property and,
if two or more persons are eligible for a deferral for the same property,
the parties shall decide between or among themselves who is to receive
the benefit of the deferral. Real property taxation may not be deferred
under this subsection if the local assessor determines, after notice and
hearing to the parties, that the property was conveyed to the applicant
primarily for the purpose of obtaining the defenal. The determination of
the assessor may be appealed tothe superior court under procedures set
out in AS44.62.560 - 44.62.570.
(b) In this section,

(+) "disabled veteran"™ means a disabled person
separated from the military service of the United States under a condition
that is not dishonorable, whose disability was incurred or aggravated in
the line of duty in the military service of the United States, and whose
disability has been rated as 50 percent or more by the branch of sendee in
which that person served or by the Department of Veteran's Affairs;

(2) "real property" includes mobile homes, whether

classified as real or personal property for municipal tax purposes.

File No: HB 66/AM 2/22/93 1146 PM



CSHB66 (HES) - Senior Cilizen/Disabted Veteran Property Tax Deferment with 5% interest

5C/DV Property Tax BExerrption
& $150,000 Assessed Valuation of SC/DV Deferred Property SC/DV Deferred Property Tox SC/DV Deferred Property Tax SC/DV Deferred Property Tex
rejoneit dege@f Aoode_ Tax After Five Years w57 Interest AfterTen Yeanv.'S/. Interest  Af'erTwenty Yeatsw/57. Interest  After Thirty Yean w/57. Interest
5 mills $4,144 $9,433 $24,799 $49,829
10 mills $8,288 $18,867 $49,599 $99,658
15 mills $12,433 $28,300 $74,398 $149,487
20 mills $16,577 $37,734 $99,198 $199,317
25 mills $20,721 $47,167 $123,997 $249,146
SC/DV Property Tax Exermption
a 2427 Statewide Arerage
Assessed Valuation of SC/DV Deferred Property SC/DV Deferred Property Tex SC/DV Deferred Property Tax SC/DV Deferred Property Tax
Permenent Flace of Abode Tax After Fve Years W57. Inlares., AfterTen Yearsw57. Interest After Twenty Yearsw57. Interest After Thirty Yearsw/57. Interest
5 mills $2,278 $5,185 $13,630 $27,386
10 mills $4,555 $10,369 $27,260 $54,772
15 mills $6,833 $15,554 $40,889 $82,158
20 mills $9,111 $20,738 $54,519 $109,544
25 mills $11,388 $25,923 $68,149 $136,930
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SC/DV Properly Tax Exemption
al $150,000 Assessed Valuation
of Permanent Place of Abode
5mills

10 mills

15 mills

20 mills

25 mills

SC/DV Properly Tax Exemption
al $82,427 Statewide Average
Assessed Valuation

of Permanent Place of Abode
5mills

10 mills

15 mills

20 mills

25 mills

Effects of Senior Citizen/Disabled Veteran
WITHOUT

SC/DV Deferred Property

Tax After five Years

$3,750

$7,500

$11,250

$15,000

$18,750

SC/DV Deferred Property

Tax After Pivc Years

$2,061

$4,121

$6,182

$8,243

$10,303

INTEREST

SC/DV Deferred Properly

Tax AflcrTcn Years

$7,500

$15,000

$22,500

$30,000

$37,500

SC/DV Deferred Properly

Tax AflcrTcn Years

$4,121

$8,243

$12,364

$16,485

$20,607

Property Tax Deferment

SC/DV Deferred Property
Tax After Twenty Years

$15,000

$30,000

$45,000

$60,000

$75,000

SC/DV Deferred Properly
Tax After Twenty Years

$8,243

$16,485

$24,728

$32,971

$41,214

SC/DV Deferred Property
Tax After Tlility Years

$22,500

$45,000

.,.67,500

$90,000

$112,500

SC/DV Deferred Property
Tax After Thirty Years

$12,364

$24,720

$37,092

$49,456

$61,020



Tax Year '92 --

Municipality
Municipality ol Anchorage
Bristol Bay Borough
Cordova
Craig
Dillingham
Eagle

Fairbanks North Star Borough 9

Haines Borough

City & Borough o( Juneau
Kenal Peninsula Borough
Ketchikan Gateway Borough
Kodiak Island Borough
Matanuska-Suslina Borough
Nenana

Nome

North Slope Borough
Pelican

Petersburg

City & Borough ot Sitka
Skagway

Unalaska

Valdez

W hittier

Wrangell

City & Borough ol Yakutat

STATEWIDE DV TOTALS:

STATEWIDE TOTAL W/SC:

% ot DV Participants:

FY 93 Senior Cltizjci Disabled Veteran Property Tax Exemption Program

1992 Dlsabtod Veteran
421

N N O o N O O

w N
o

O 0O O WO PR P W OO R kr o oo

703

10,719

1992 Disabled Veteran
Exempt Value
$43,808,744
$0
$0
$91,060
$0
$0
$1,847,423
$100,200
$3,125,000
$2,388,950
$645,400
$814,525
$8,431,100
$26,548
$112,400
$0
$0
$325,450
$129,000
$120,400
$0
$136,950
$0
$0
$0

$62,103,1 aO

$883,539,005

Disabled Veteran Breakdown 2/18/93

1992

Disabled Vetoran
Exempt Tax

$753,880

$0

$0

$546

$0

$0

$118,772

$960

$43,107

$28,118

$0,434

$6,465

$140,226

$327

$1,040

$0

$0

$3,255

$774

$920

$0

$2,696

$0

$0

$0

$1,109,520

$13,669,469



Municipality of Anchorage
Bristol Bay Borough
Cordova

Cr<-j

Dillingham

Eagle

Fairbanks North Star Borough
Haines Borough

City and Borough of Juneau
Kenai Peninsula Borough
Ketchikan Gateway Borough
Kodiak Island Borougn
Matanuska-Susitna Borough
Nenana

Nome

North Slope Borough
Pelican

Petersburg

City and Borough of Sitka
Skagway

Unaiaska

Valdez

Whittier

Wrangell

City and Borough of Yakutat

HB 66 IMPACT ON FY94 SRS PROGRAM
DATA NOT FINAL

ESTIMATES ONLY!

Difference

($54,532)
$487
$9
($330)
($83)
$7
($6,464)
$7
($43,519)
(52,432)
(53,746)
$235
($15,554)
($637)
($3,101)
$3,562
$7
(57,601)
(56,141)
(5264)
54,690
$1,944
55
(S3,624)
($286)
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Date Referred: January 15, 1993 FURTHER REFERRALS: Judiciary
Finance

Date of Committee Action:

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 67

HOUSE BILL NO. 67 ELIGIBILITY FOR PUBLIC ASSISTANCE

"An Act relating to eligibility for and payments of public assistance; and providing for an effective date."”

RECOMMENDATIONS: |Y] the same title
be replaced with I 1a new title

] have attached amendments(s)
" ] do pass

] do not pass
] no recommendations
/a] individual recommendations

] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTEG): g APPROVES PREVIOUS: (Cope)
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CS FOR HOUSE BILL NO. 67(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISI ATURE - FIRST SESSION
BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s):  HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act relating to eligibility for and payments of public assistance; and

providing for an effective date."

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

* Section 1. AS 47.25.320(a) is amended to read:

@ The department shall determine the amount of assistance for a dependent
child* and the relative with whom the dependent child is living, with regard to the
resources and necessary expenditures of the family and the condition existing in each
case. Assistance is sufficient if, when added to all other income and support available
to the child, the child and relative have reasonable subsistence compatible with
decency and health. However, the amount of assistance may not exceed the following:

(1) dependent child lining with nonneedy relative: for a dependent
child [UNDER AGE 18] who is living in the home of a nonneedy relative, $452
[$200], plus $98 for [AN ADDITIONAL $200 FOR THE SECOND CHILD, AND
$65 A CHILD FOR THE THIRD AND] each additional child;

-1- CSHB 67(HES)
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(2) dependent child living with parent:
(A) for a parent and one dependent child [UNDER 18], a
maximum of $792 [$500];
(B) [REPEALED
(C)] for each additional dependent child, or for a second
parent. $98 [UNDER AGE 18, $65] a month per individual [CHILD];
(3) pregnant woman who is otherwise eligible for assistance under this
sectiom_or [: AN AMOUNT EQUAL TO THE ASSISTANCE RECEIVED BY] a
single-person household that does not consist of a dependent child: $497 [UNDER
THIS SECTION AS DETERMINED BY THE DEPARTMENT PLUS A SPECIAL
NEEDS ALLOWANCE NOT TO EXCEED $20] a month.

* Sec. 2. AS 47.25.320 is amended by adding a new subsection to read:

(@) The department may adopt regulations to establish a monthly need standard
for a dependent child and the relative with whom the dependent child is living that

equals or exceeds the monetary maximums set in (a) of this section.

* Sec. 3. AS 47.25.430(b) is amended to read:

(b) The department shall determine the amount of assistance with regard to the

resources and needs of die person and the conditions existing in each case. Assistance
shall be in an amount that will provide the applicant with reasonable subsistence
compatible with decency and health in accordance with standards established by the
department and with the standards established under 42 U.S.C. 1381 -1383 [42 U.S.C.
1381 - 1385] (Title XV1, Social Security Act Supplemental Security Income Program).
When benefit amounts under 42 U.S.C. 1381 - 1383 [42 U.S.C. 1381 - 1385] are
increased as a result of an increase in the cost of living, the state shall pass along the
increase to recipients [AND SHALL INCREASE THE AMOUNT OF THE STATE
CONTRIBUTION TO RECUIENTS BY A PERCENTAGE OF THE STATE
CONTRIBUTION EQUAL TO THE PERCENTAGE INCREASE IN THE BENEFIT
AMOUNTS UNDER 42 U.S.C. 1381 - 1385]. Direct payments for medical services
and remedial care may not be considered in determining the maximum amount

payable.

*Sec. 4. AS 47.25.430 is amended by adding a new subsection to read:

CSHB 67(HES) -
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(e) Notwithstanding (a) and (b) of this section, the department shall, in a
manner that complies with federal requirements, reduce the maximum state !
contribution to recipients otherwise payable on July 1, 1993, to the maximum state
contribution to recipients that was in effect on January 1, 1990. After June 30, 1993, .
the department shall, in a manner that complies with federal requirements, calculate
the amount of monthly assistance for a recipient based on the maximum state
contribution to recipients in effect on January 1, 1990, as modified by an increase
under (b) of tliis section resulting from an increase in benefit amounts under 42 U.S.C. ;
1381 - 1383, that took effect after December 31, 1994.

* Sec. 5. AS 47.25.455 is amended by adding new subsections to read:

(c) A person applying for assistance under this section shall, as a condition of
eligibility for assistance, agree to repay the state for assistance granted upon the
person’s receipt of a benefit under 42 U.S.C. 1381 - 1383 for a month in which the
person received inter m assistance under this section. The monthly repayment required
by this subsection may not exceed the amount of assistance that Lhc person received
under 42 U.S.C. 1381 - 1383 for that month.

(d) Beginning the first full month after a person is determined tc be eligible
for assistance under 42 U.S.C. 1381 - 1383, the department shall terminate interim
assistance to that person under this section and begin payments to the person under
AS 47.25.430.

* Sec. 6. AS 47.25.320(d) and 47.25.320(e) are repealed.

* Sec. 7. TRANSITION FOR REGULATIONS. The Department of Health and Social
Services shall adopt regulations necessary to implement this Act, consistent with federal
requirements. The regulations take effect under AS 44.62 (Administrative Procedure Act), but
not before July 1, 1993.

* Sec. s. Sections 1- s of this Act take effect July 1, 1993.

* Sec. 9. Section 7 of this Act takes effect immediately under AS01.10.070(c).

3 CSHB 67(HES)
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FISCAL NOTE
STATE OF ALASKA BELL NO. csiib 67 (House hess)
1993 LEGISLATIVE SESSION

Revision Date: _ - _ DeBt Affected: Health and Social Services_

Title: An Act relating to eligibility for anti B8R Assistance Payments I3RU
payments of Public Assistance. Section 6  Component: Aid to Families with Dependent

Sponsor: House HESS Children (AFDC)

Requestor: COMPONENT SERIALNO. 0220

Expenditures/Rovenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FYO97 FY98 FY99
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS (2,10
MISCELLANEQUS

—
—
o
w
oo

(10,73
(10,73

) (15779.5) (21,446,

TOTAL OPERATING (2,10 ) (15,779.5)  (21,446.
CAPITAL 0.0 0.0 0.0 0.0 0.

REVENUE FUND SOURCE | 0 o = o 0

FUNDING: (Thousands of Dollars)

1002 Federal Receipts E960.9§ 22,935 g 54 937. Og §7 25 g

1003 GF Match 2,935 4,937.0 1,25

1004 GF _ 0

1005 GF/Program Receipts 0

1006 GF/MHTIA g
1

—_

0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0
2.7 9.5
0.0 0.0
2.7 9.5

o vVocococooo
Wowoooooo
o p==y

CPocoococooco
OCocoocooooD

P
—_
[=p)
w
oo
—_—

o
o

0.
0.
0.
Other (18 g510
TOTAL (2,10 (6,380

POSITIONS:

FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0

1 8.6
| 8.6
0 0.0
0 0.0
0 0.0
.6 2.3
8 179.5

; (2%.214

Estimate of current year (FY93) impact: None
ANALYSIS:  (Attach a separate page if necessary)
NOTE: The FY94 reduction is included in the FY94 Governor budget. DO NOT DUPLICATE REDUCTION.

The Division of Public Assistance administers two assistance programs which have statutory provisions
for annual cost-of-living payment increases: Aid to Families with Dependent Children (AFDC) and Adult
Public Assistance (APA). Under existing statutes, benefit levels for both of these entitlement programs
are increased by the same percentage as any cost-of-living adjustment (COLA) in the federal
Supplemental Security Income program. These benefit adjustments are made in January of each year;
we project that the adjustments will be 3.0 percent each January from 1994 to 1999.

Prepared by: Jan L. Hansen, Director fA— Phone: 465—2680
Division: Division of Public Assistance Date: v
Approved by Commissioner: Theodore A. Mala, MD, MPH Date:

Agency: (fe) Department of Health & Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

R*v 11/82 13fItno.xla/DBR ! Page 1 of



Revision Date: BELL NO. CSBII 67 (House HESS)

ANALYSIS (cont.):

CSHB 67 (House HESS) repeals the COLA for the AFDC program. The general fund savings by this
action would be approximately $960.9 million in FY94. The savings increase in subsequent years as
the compounded effects of COLA repeal accumulate.

Repealing the COLA does not reduce individual benefit amounts; it simply does not award an increase
each January. The COLA percentage could be awarded in the AFDC standard of need, and not in AFDC
payment calculations, creating a payment gap that serves as an incentive to work. Increased Food
Stamp benefits will partially offset the loss of the COLA in household budgets.

Since July 1, 1980 AFDC need standards and maximum payment levels have been automatically
increased annually by the same percentage as Social Security and SSI benefits increase. In addition
to the automatic COLA the legislature approved AFDC benefit level increases in 1981 and 1983.
These increases have maintained formula program maximum payment levels measured as a percentage
of the Federal Poverty Guideline for Alaska at approximately 77% for an AFDC family of three.

Assumptions used in fiscal note calculation:

1. The January 1, 1994 Federal SSI COLA will be 3.0%. COLAs in subsequent years will also
be 3.0%.
2. AFDC program caseloads increase at an average annual rate of 5%.

Currently maximum benefit levels are set by AS 47.25.320(a) and 7 AAC 45.520. These benefit levels
vary according to size and composition of the assisted family. In accordance with AS 47.25.320(d),
AFDC benefits (funded 50% General Pund, 50 percent federal match) are adjusted upward in January
of each year by the same percentage as the federal Supplemental Security Income (SSI) program cost-
of-living adjustment.
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Revision Date: BILL NO. CSI-I113 67 (House HESS)

ANALYSIS (cont.):

FY95 is the first full year of impact of repeal of the AFDC COLA. The impact in FY94 occurs only during the
second six months of the fiscal year.

The FY.94 reduction is included in the FY94 agency budget iequest. DO NOT DUPLICATE REDUCTION/

CSHB 67 (House HESS) AFDC

/ FY94 FY95 FY96 FYo7 FY98 FY99
No COLA in FY94

AFDC AVG. Payment

(After ratable and AFDC-Up

Standards change to basic 747 769 792 816 841 866
Assume 3.0 % yearly

COLA for FY94-FY99

COLA INCREASE 25.344 22 23 24 24 25
AFDC Caseload AVG 13,858 14,550 15,278 16,042 16,844 17,686
6-Month reduction $25.34 $22 $23 $24 $24 $25
12-month cumulative $25.34 $47 $70 $94 $118

FY Reduction

6-Month impact 2107.3 1956.4 2115.9 2288.4 2474.9 2676.5
Cumulative impact 0 4424 .4 8616.8 13491.1 18971.1 25115.6
TOTAL FY Reduction 2,107.3 6,380.8 10,732.7 15,779.5 21,446.0 27,793.1

Funding Source

FEDERAL 960.9 2335.1 4937.0 7258.G 9865.2 12784.8
GFM 960.9 2935.1 4937.0 7258.6 9865.2 12784.8

I/A 185.5 510.6 858.7 1262.3 1715.6 2223.5
TOTAL 6380.8 10732.7 15779.5 21446.0 27793.1
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FISCAL NOTE

STATEOF ALASKA BILL NO. CSI-IB 67 (House IIESS)

1993 LEGISLATIVE SESSION

RevisionD a te : Dept. Affected: Health and Social Services_

Title: An Act relating to eligibility for and BRU: Assistance Payments DRU

S payments of Public Assistance. Secfion 3 Component: Adult Public Assistance (APA)
pPonsSor.

Requestor: COMPONENT SERIALNO. 222

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FYQ7 FY98 FY99

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL 0.0

REVENUE FUND SOURCE 0 0 0 0 0

FUNDING: (Thousands of Dollars)

1002 Federal Receipts 0
1003 GF Match 0
1004 GF (572
1005 GF/Program Receipts 0
0
5
1

o_ooooooo
Moo ocoooo

0
0
0
0
0
0
9
0

A
=)
o
—
—
—
—~
[==)

0
0
0
0
0.
0.
1
0
1

o vyocococooo
~No oo ocooo
NPorvoocoocoo
(e P e P P R R e P Y]

\_,
—
—
—
=
o

4) (2,948,

—
o
o

o
o
o
o
o
o
o
o

1006 GF/MHTIA
Other E .
TOTAL (6

POSITIONS:

FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0
Estimate of current year (FY93) impact: Nono

ANALYSIS:  (Attach a separate page if necessary)

The r 94 reduction is included in the FY94 Gov Budget. DO NOT DUPLICATE REDUCTION

The Division of Public Assistance administers two assistance programs which have statutory provisions
for annual cost-of-living payment increases: Aid to Families with Dependent Children (AFDC) and Adult
Public Assistance (APA). Under existing statutes, benefit levels for both of these entitiement programs
are increased by the same percentage as any cost-of-living adjustment (COLA) in the federal
Supplemental Security Income program. These benefit adjustments are made in January of each year;
we project that the COLA adjustments will be 3.0 percent each January from 1994 through 1999.

Prepared by:  Jan L. Hansen. Director L Phone: 465 — 2(550,
Division: Division of Public Assistance T Date:
Approved by Commissioner: Theodore A. Mala. MD, MPH Da,: S/UA 5

Agelcy: (73 Department of Health & Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
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) (57319 (138

—_

) (5737.9)  (7,389.8)
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Revision Date: BILL NO. CSIIB 67 (Mouse HESS)

ANALYSIS (cont.):

CSHB 67 (House HESS) repeals the COLA for APA benefits beginning in January 1994.
The general funds savings by this action would be approximately $572.2 million in FY94 and would
increase each year as the effects in subsequent years compound.

Repealing the COLA does not reduce individual benefit amounts; it simply does not award an increase
in January and passes along the SSI COLA amount to APA recipients. Increased Food Stamp benefits

will partially offset loss of COLAs in household budgets.

Since July 1, 1980 APA need standards and maximum payment levels have been autc matically
increased annually by the same percentage as Social Security and SSI benefits increase. In addition
to the automatic COLA the legislature approved APA benefit level increases in 1981 and 1983.

These increases have maintained formula program maximum payment levels measured as a percentage
of the Federal Poverty Guideline for Alaska at approximately 111 % for a single APA client. (125%
APA couple)

Assumptions used in fiscal note calculation:
1. The Federal SSI COLA will be 3.0% per year.

2. APA program caseload increases at an average annual rate of 5%

Adult Public Assistance payment levels are set in regulation at 7 AAC 40.310, as authorized by AS
47.25.430(b). These benefit levels vary according to the composition of the household and the type
of living arrangement. Current statute at AS 47.25.430(b) provides for COLA adjustments at the same
percentage as the SSI program. APA payments are funded with 100 percent General Fund monies.

The APA program is essentially supplemental to federal Social Security and SSI benefits; APA
applicants are required to apply for payments from the Social Security Administration, and nearly all
APA recipients receive federal payments which are subtracted from the APA maximum payment
standard to determine the amount of their APA payments. Under current state law, both federal
benefit levels and APA benefit levels are adjusted concurrently each January.

Federal rules require, as a condition of federal Medicaid matching funds, maintenance of APA payment
levels at least as high as those in effect for March 1983, or maintenance of total APA program
expenditures for a calendar year at a level at least as great as the expenditures for the immediately
preceding year (Interim Assistance expenditures are not considered in the calculation.) Alaska's
compliance is not threatened by a repeal of the APA COLA. CSHB 67 (House HESS) freezes APA

payment levels at the January 1990 level
Under this proposed change in the law, the State will pass along the 1/1/94 COLA increase allowed
in the federal SSI program, but will not increase the state supplemental contribution to recipients.

FY95 is the first full year of impact of repeal of the January 1994 COLA. The impact inFY94 occurs
only during the second six months of the fiscal year.

The FY94 reduction is includod in tho EY94 agoncy budget request. DO NOT DUPLICATE REDUCTION.
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BILL NO. CSHB 67 (Mouse HESS)

ANALYSIS (conl.):

CSHB 67 (House HESS) APA

FY94 FY95 FY96 HY97 FY98 FY99

No COLA in FY94
APA AVG. Payment
After ratable and APA

Standards change to basic 291.32 300 309 318 328 338
Assume 3.0%

FY95 - FY99

/

COLA INCREASE 11 9 9 9 10 10
APA Caseload AVG 9,207 9,653 10,136 10,643 11,175 11,734
6 - Month reduction $11.00 $9 $9 $9 $10 $10
12-month cumulative $11.00 $20 $29 $38 $48

FY Reduction

6-Month impact 607.7 506.2 547.5 592.1 640.3 692.5
Cumulative impact 0 1274.2 2401.0 3670.7 5097.6 6697.3
TOTAL FY Reduction 607.7 1,780.4 2,948.5 4,262.8 5,737.9 7,389.8

Funding Source

GF 572.2 1676.4 2776.3 4013.9 5402.8 6958.2
/A 35.5 104.0 172.2 248.9 335.1 431.6
TOTAL 607.7 1780.4 2948.5 4262.8 5737.9 7389.8
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NO. |

Bill VerSion:  HB 67
FIscAL NOTE () Publish Date: 1/15/93
STATE OF ALASKA
1993 LEGISLATIVE SESSION

Revision Date: . Dept. Affected: Health and Social Services
Title: An Act Relating to Eligibility BRU: Assistance Payments BRU

for and Payments of Public Assistance Sections 1, Component: Aid to Families with Dependent
Sponsor: Children (AFDC)

Reouestor: Governor COMPONENT SERIAL NO. 0220

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS (8,600.1) (9,035.3) (9.48a1) (9,956.3) (10,454.0) (10,976.6)
MISCELLANEOQUS

TOTAL OPERATING (8,600.1) (9,035.3) (9,482.1) (9,956.3)  (10,454.0)  (10,976.6)

CAPITAL
REVENUE FUND SOURCE

FUNDING: (Thousands of DoIIarsg

1002 Federal °eceipls 53,921.6; g4,120.0§ g4,324.0; 54, 40.0; 54,767.03 (5,005.5)
%882 SE Match 3,921.6 4,120.0 4,324.0 4,540.0 4,767.0 (5,005.5)
1005 GF/Program Receipts

1006 GF/MHT1A

Other (756.9; (795.3; (834.13 5876.33
TOTAL (8,600.1 (9.035.3 (9,482.1 (9,956.3

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

(10,5%%10.'(?))11 (10,5976658

Estimate of current year (FY93) impact: None
ANALYSIS: (Attach a separate page if necessary)
IMPLEMENT RATABLE REDUCTION

Formula AFDC program savings from a ratable reduction in AFDC payment level.

The FY94 reduction is included in the FY%94 Gov Budget. DO NOT Duplicate Reduction.

Prepared by: Jan L. Hansen, Director Phone: 465-3347
Division: Division |Sf Public AAS|stance/ Date:

. |
Approved by Cr-“mission&r  Theodore A. Mala, ‘MD, MPP Date:  /L/»/ 1
Agency: -partment of Health and Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"S LEGISLATIVE OFFICE
For further distribution information call the Governor®s Legislative Office
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Ratahle Reduction in AFDC Payment Level

Aid to Families with Dependent Children (AFDC)

This proposes legislation that provides for a ratable reduction of AFDC benefits. A provision of the
Medicare Catastrophic lliness Act of 1988 requires, as a condition of future approval of Medicaid State
Plans, maintenance of AFDC payment levels at or above those in effect for April 1988,

A ratable reduction of monthly maximum payments to their 1991 benefit ievel would result in an
average payment reduction per family of $52 for each month of FY94.

Ratable reductions are the single most effective method of immediately reducing program costs. They
equitably distribute benefit reductions across the caseload, rather than impact specific groups. Food
Stamp benefit increases will partially offset the decreases in cash benefits.

The AFDC reduction can be structured to create a "gap" between the need standard and the payment
standard which creates an incentive for earned income oy allowing for increased income from earnings
without termination of AFDC. "GAP" exists when payments are made at a percentage of the need
standard. Reductions in AFDC benefits will also make AFDC a slightly less attractive alternative to
work.

Of the 39,911 people who will receive AFDC each month, 24,759 are children under the age of 19.
Roughly two-thirds of all AFDC households consist of a parent and one or two children, with no other
source of cash income but the PFD. The typical AFDC household in Alaska consists of a mother and
one child. In FY94, without the reductions, this household would have expected to receive $871 per
month in AFDC cash assistance, assuming no other source of income. In all months that this family
receives assistance, the grant amount will be reduced by $79 due to imposition of a ratable ieduction
to the 1991 payment level. The AFDC formula reduction from this reduction is $8.6 million ($3.9
million GF).

Assumptions used in fiscal note calculation:
1. AFDC program caseloads increase at an average annual rate of 5%.

2. The ratable reduction to AFDC maximum payment levels is to 1991 levels. This effectively
rolls back COLA increases of 3.0% (January 1, 1993) and 3.7% (January 1, 1992).

3. The adjustment in payments is effective July 1, 1993.

Maximum benefit levels are set by AS 47.25.320(a) and 7 AAC 45.520. These benefit levels vary
according to the size and composition of the assisted family. In accordance with AS 47.25.320(d),
AFDC benefits (funded CD percent General Fund, 50 percent federal match) are adjusted upward in
January of each year by the same percentage as the federal Supplemental Security Income (SSI)
program cost-of-living adjustment.

A provision of the Medicare Catastrophic Coverage Act of 1988 requires, as a condition of future
approval of Medicaid State Plans, maintenance of AFDC payment levels at or above those in effect for
April 1988. The proposed reduction does not conflict with this requirement, so long as payments
remain at or above the April 1988 level.



The FY94-FY99 formula impact of the ratable reduction assumes the reduction is not restored
retroactively, therefore the maximum AFDC payment base is lower in subsequent fiscal years.

AFOC FYV4 FY95 FY96 FY97 FY98 FY99
AFDC Caseload Average 13858 14558 15278 16042 16844 17686
Casoload

e Average Payment $51.71 $51.72 $51.72 $51.72 $51.72 $51,72

rodur.tion for tho ratoblo
reduction the* is not
rostorod rotroectiv&ly

TOTAL FY REDUCTION 8600.1 9035.3 9482.1 9956.3 10454.0 10976.6
Funding Sourco
Federal 39216 4120.0 4324.0 4540.0 4767.0 5005.5
GF 3921.6 4120.0 4324.0 4540.0 4767.0 5005.5
I/A 756.9 795.3 834.1 876.3 920.0 965.6

‘The $§51.72 per year represents tho minimum savings as tho actual savings would bo compounded annually by any subsequent
COLAS.

The FY94 reduction is included in the FY94 agency budget roquest. Do not duplicate reduction.
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STATE OF ALASKA
1993 LEGISLATIVE SESSION
Revision Date:
Title: An Act Relating to Eligibility

for and Payments of Public Assistance.” Sections-Ar‘if* *3,

Sponsor:
Requestor; Governor

OPERATING FY94
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPUES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS (4,051.9)
MISCELLANEOUS

TOTAL OPERATING (4,051.9)

| CAPITAL
1 REVENUE FUND SOURCE
FUNDING:

FY95

(4,247.7)
(4.247.7)

JO.

e AL NCI1e BN Yasre3

Dept.Affected: Health and Social Services
BRU: Assistance Payments BRU
Component: Adult Public Assistance (APA)

COMPONENT SERIALNO. 0222

FY96 FY97 FY98 FY99

(4.460.2)  (4,6833)  (49174) (5,163.4)
(44602)  (4,6833)  (4.917.4)  (5.163.4)

(Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004GF (3,815.6)
1005 GF/Program Receipts

1006 GF/MKTA

Other 6236.3%
TOTAL (4,051.9

POSITIONS:
FULL-TIME 0
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact:

(4,001.0)

(4§???§

None

ANALYSIS: (Attach a separate page if necessary)

IMPLEMENT RATABLE REDUCTION

Formula APA program savings from a ratable

(4,2020) (4,4120) (4,6320) (4,864.0)

(mfﬁ?fﬁ (m§?§§§ («g??f% (a¥?§ﬁ§

0 0 0 01

reduction in APA payment level.

The FY94 reduction is included in the FY94 Gov Budget. DO NOT Duplicate Reduction.

Prepared by: Jan L. Hansen, Director

Division: Division of Public Assistance

mata. “HOO HPH__© 9Date:  [UAMT Y-
Agency: Department of Health and Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Approved by Commissioned  Theodore A

(Rov 11/92)931leno.x1a/0R

COMMITTEE COPY

Phone: 465-3347
/ Date:
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Ratable Reduction in APA Payment Level

Adult Public Assistance (APA)

Federal rules require, as a condition of federal Medicaid funding, APA payment levels at least as high
as those in effect for March 1983 or maintenance of total program expenditures for the immediately
preceding year. A reduction to the 1990 APA maximum payment level would result in an average
payment reduction per client of approximately $37 for each month of FY94. Ratable reductions are
the single most effective method of immediately reducing program costs. They equitably distribute
benefit reductions across the caseload, rather than impact specific groups.

Food Stamp benefit increases will partially offset decreases in cash benefits.

In FY94, the maximum state supplemental payment for an APA individual living independently is $384.
A ratable reduction to the 1990 payment level would reduce the state payment to an individual APA
client by $53 each month. The APA payment is currently 111% of poverty and would be reduced to
104% of poverty. The APA formula reduction from the ratable is 3.8 million GF.

Assumptions used in fiscal note calculation:
1. APA program caseloads increase at an average annual rate of 5%.

2. The ratable reduction to APA maximum payment levels is to 1990 levels. This rolls back COLA
increases of 3.0% (January 1, 1993) 3.7% (January 1, 1992) and 5.4% (January 1, 1991).

3. The adjustment in payments is effective July 1, 1993.

Adult Public Assistance payment levels are set in regulation at 7 AAC 40.310, as authorized by AS
47.25.430(b). These benefit levels vary according to the composition of the household and the type
of living arrangement. Current statute at AS 47.25.430(h), provides for COLA adjustments at the
same p-.rcentage as the SS program. APA payments are funded with 100 percent General Fund
monies.

The APA program is essentially supplemental to federal Social Security and SSI benefits; APA
applicants are required to apply for payments from the Social Security Administration, and nearly all
APA recipients receive federal payments which are subtracted from the APA maximum payment
standard to determine the amount of their APA payments. Under current state law, both federal
benefit levels and APA benefit levels are adjusted concurrently each January.

Federal rules require, as a condition of federal Medicaid matching funds, maintenance of APA payment
levels at least as high as those in effect for March 1983, or maintenance of total APA program
expenditures for a calendar year at a level at least as great as the expenditures for the immediately
preceding year (Interim Assistance expenditures are not considered in the calculation.) Alaska's
compliance is not threatened by this proposed ratable reduction in APA payments.

Al-*



