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THE SENATE COMMITTEE
ON STATE AFFAIRS

will hold a public hearing on

The Longevity Bonus Program

and SB5, an Annuity Plan

Saturday, February 18,1989
e 10 AM to 1 PM

Anchorage Legislative Information Office
3111 C Street+ 5th Floor Conference Room

Teleconference linkups from most major Alaska cities

For more information contact:

Senator Pat Pourchot - 465-4522
Chairman, Senate Committee on State Affairs
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Senator Pat Pourchot, Chair
Senate State Affairs Comm.
February 18, 1989

HISTORY AND PARTICIPATION RATES IN ALASKA LONGEVITY BONUS PROGRAM

Currently nearly 18,00C Alaskan seniors participate in the Longevity Bonus
Program as compared to 3,641 participants when the program was instituted
in 1973. During this time the cost rose from $4 million to $54 million in
FY 89 and continues to grow at a rate of between $3-%$4 million per year.

Prior to 1984 only those Alaskans who were age 65 or older with 25 years of

continuous residency were eligible to receive the bonus. In 1984, the 25
year residency requirement was found unconstitutional and the legislature
reduced the requirement to one year. Of the 6,354 people who joined the

ALB Program between 1985 and 1987, 27% moved to Alaska during the 1980°s.
One out of five new applicants has been here only the minimum one year
needed to qualify for the program.

SB 5 - THE LONGEVITY BONUS/ANNUITY PROGRAM
The Longevity Bonus Under SB 5
SB 5 creates two categories of persons:

1D Those who become 65 on or before January 1, 1991 will qualify for the
current Longevity Bonus Program and will continue to receive the FULL
$250 monthly bonus payment for life. They will also receive the full
Permanent Fund Dividend. They may NOT participate in the Annuity
Program.

Those who become 65 after January 1, 1991 will receive a declining
Longevity Bonus payment. They also have the OPTION of participating

in the Annuity Program.

The Annuity Under SB 5 (for persons turning 65 after 1/1/91)

Toparticipate 1in the Annuity Program, one must contribute all or a portion
of their Permanent Fund Dividend into an annuity account.
ot 47.20 oLy pC/ouroC < A

persons who choose to contribute 100% of all Permanent Fund Dividends for

:he maximum length of time”will receive a COMBINED Longevity Bonus payment
> .and annuity payment totalling $250MW* per month. Persons who contribute
fj/less than 108% of all their dividends will receive a smaller annuity
inpayment, thus the combined Longevity Bonus and annuity payment will be less
V than $250 per month. Q, a -

The Annuity Program has the advantage of gradually phasing out the Longed
yity Bonus Program, and participation is open to all residents. However,

it is complicated and costly to administer; it tends to discriminate
against persons with low-income? annuity payments may affect eligibility
for federal programs; and state savings depend on continued full payment of
permanent fund dividends.



FIGURE 1 Alaska Longevity Bonus Program Under Senate Bill 5

ALASKA LONGEVITY BONUS

Comparison of Annual Costs

Fiscal Year



FIGURE 2 Comparison of Proposals to Reduce the Cost of the Alaska Longevity Bonus Program

ALASKA LONGEVITY BONUS

Fiscal Year



FIGURE 3 Comparison of Proposals to Reduce the Cost of the Alaska Longevity Conus Program

ALASKA LONGEVITY BONUS

Comparison of Monthly Bonus Amounts
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TABLE 1

MONTHLY ANNUITY PAYMENTS POSSIBLE FROM INVESTMENT OF PERMANENT FUND DIVIDENDS IN AN ANNUITY

No Change 1in Distribution of Permanent Fund Earnings
Revenue Forecast: Mid

CASE A CASE B
Persons Turning 65 Persons Turning 65
on Jan. 2, 1991 in Following Years
Monthly Monthly
Monthly Longevity Monthly Longevity
Fiscal Dividend Annuity Bonus Annuity Bonus

Year Received Payment Payment Payment Payment
1991 $ 882 $ $ 250.00 $ $ 250.00
1992 801 8.83 241.17 8.68 241.32
1993 842 17.62 232.28 17.92 232.08
1994 885 27.08 222.92 28.42 221.58
1995 915 37.24 212.76 40.33 209.67
1996 960 47.-99 202.01 53.62 196.38
1997 1,010 59.56 190.44 68.58 181.42
1998 1,062 72.08 177.92 85.42 164.58
1999 1,116 85.64 164 .36 104 .32 145.68
2000 1,171 100.36 149 .64 125.49 124 .51
2001 1,221 116.28 133.72 149.15 100.85
2002 1,269 133.52 116.48 175.47 74.53
2003 1,317 152.09 97.91 204.66 45.34
2004 1,366 172.13 77.87 236.99 13.01
2005 1,415 193.80 56.20 272.74 0.00

Notes:
1. Estimates of monthly annuity payments based on Department of Revenue projections

of future Permanent Fund Dividends (Fall 1988) and an interest rate of 9%.

2. Life expectancyv val s were provided by the Alaska Department of Labor, Demographic
Report No. 1 .r 1986.

Taken from House Research Agency Report 891735 (January 1909).
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AFN TESTIMONY ON SENATE BILL 5
BEFORE THE SENATE STATE AFFAIRS COMMITTEE
FEBRUARY 18, 1989

GOOD MORNING, MY NAME 1S JULIE PETRO AND I AM THE PUBLIC
AFFAIRS COORDINATOR FOR THE ALASKA FEDERATION OF NATIVES. AFN
IS A STATEWIDE NON-PROFIT ORGANIZATION WHICH SERVES AS AN
ADVOCATE ON BEHALF OF ALASKA NATIVE PEOPLE. OUR BOARD OF
DIRECTORS CONSISTS OF A MEMBER FROM EACH OF THE 13 NATIVE
REGIONAL CORPORATIONS, 10 REGIONAL NON-PROFIT ASSOCIATIONS WHICH
DELIVER HEALTH AND HUMAN SERVICES TO THEIR RESPECTIVE REGIONS,
AND 13 MEMBERS WHO REPRESENT VILLAGE CORPORATIONS AND TRIBES.
ON BEHALF OF OUR TWO CO-CHAIRMEN, HENRY IVANOFF AND MARY JANE
FATE, 1 WOULD LIKE TO THANK YOU FOR THE OPPORTUNITY TO TESTIFY
THIS MORNING.

AFN WOULD LIKE TO GO ON RECORD IN OPPOSITION TO SENATE BILL
5 - WE FEEL THAT AMONG THOSE WHO WOULD BE MOST SERIOUSLY fy
AFFECTED BY THE PROPOSED ANNUITY PROGRAM ARE NATIVE ELDERS
LIVING IN RURAL AREAS WHO ARE NOT FINANCIALLY WELL OFF.

AFN 1S VERY CONCERNED ABOUT THE ABILITY OF RURAL RESIDENTS
TO MEET THEIR MOST BASIC NEEDS. AFN RECENTLY RELEASED A REPORT
ENTITLED "THE AFN REPORT ON THE STATUS OF ALASKA NATIVES: A CALL
FOR ACTION."™ THIS REPORT CONTAINS AN ANALYSIS OF THE ECONOMIC
CONDITION IN RURAL ALASKA AND WE URGE YOU TO SERIOQUSLY LOOK AT
THIS DATA.

FOR EXAMPLE, THE PER CAPITA INCOME IN WESTERN ALASKA -
WHICH 1S 85% ALASKA NATIVE - IS SIGNIFICANTLY BELOW THE STATE

AND NATIONAL AVERAGES. IN 1986, THE AVERAGE ALASKAN MADE

$17,400 A YEAR, THE AVERAGE AMERICAN $14,200. BUT, THE AVERAGE



NATIVE LIVING IN WESTERN ALASKA MADE $11,300. IN ADDITION TO
HAVING LESS INCOME, THE MONEY THAT FAMILIES DO HAVE IS WORTH
LESS: A FAMILY IN KOTZEBUE, BETHEL OR THE NOME REGION SPENDS
62% MORE PER WEEK ON FOOD, 165% MORE ON ELECTRICITY, AND 46%
MORE ON A BARREL OF HEATING OIL THAN DOES A FAMILY OF 4 1IN
ANCHORAGE,

LOW-INCOME NATIVE ELDERS IN RURAL AREAS WHO RECEIVE THE
LONGEVITY BONUS USE THIS MONEY FOR BASIC NEEDS SUCH AS FOOD,
ELECTRICITY AND FUEL. AND, BECAUSE ELDERS ARE ALREADY SPENDING
ALL OF THEIR MONEY ON NECESSITIES - AND NOT LUXURIES - IT ISN"T
LIKELY THAT THEY COULD AFFORD TO PARTICIPATE IN THE ANNUITY
PROGRAM. IF THEY WERE ABLE TO GIVE UP PART OF THEIR INCOME NOW
FOR THE FUTURE, WHEN THEY DO RECEIVE AN ANNUITY, THEY ARE IN
JEOPARDY OF LOSING DOLLAR-FOR-DOLLAR THEIR SUPPLEMENTAL SECURITY
INCOME AND OLD AGE ASSISTANCE FUNDS!

AFN SUPPORTS PROVIDING SPECIAL BENEFITS TO ELDERS. v
HOWEVER, GIVEN OUR STATE®"S DECLINING REVENUES AND THE NEED TO
BRING THE STATE"S EXPENDITURES INTO CONTROL AND GIVEN THE FACT
THAT THE LEGISLATURE IS LOOKING AT THE LONGEVITY PROGRAM AND THE
PROPOSED ANNUITY PROGRAM, WE FEEL THAT OUR FIRST RESPONSIBILITY
IS TO PROVIDE BENEFITS TO THOSE WHO MOST NEED THEM. AND, RATHER
THAN THE PROPOSED ANNUITY PROGRAM, WE WOULD URGE THAT YOU LOOK
AT OTHER ALTERNATIVES, INCLUDING A NEEDS-BASED PROGRAM.

IN CLOSING, 1 WOULD LIKE TO RE-EMPHASIZE THAT AFN OPPOSES
SENATE BILL 5 AND URGES YOU .TO CONSIDER OTHER ALTERNATIVES TO

THE CURRENT PROGRAM, INCLUDING A NEEDS-BASED PROGRAM. THANK

YOU.





