


House State Affairs Committee 
Representative Gene Kubina, Chair

DATE: /VoV | t  ( M l PLACE:

NAME REPRESENTING BUSINESS/PERSONAL MAILING ADDRESS ZIP (H) PHONE (W) PHONE
DO YOU WANT 
TO TESTIFY?

WHAT SUBJECT/ 
WHICH BILL?

tk f.C/ t?I>L '£>/'ru) *.•£>, M',fO / ^ " 7 i - ^ 6“/v 696/* 71 SJ2-&Z'! Y SJ.7
\v f L'Hiv*

7* ^  Skitifrj W 
F ^ s  O X QRlo? usi&siu 9S( Ji 5̂ Y ( 5 ) <i1£3>7

c-r / SS~1 Few »v*e/vo 

Flake M*- 7rr/o 9 Y
r - ;

JVL Vi? Av;i^ ^ • Y
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Alaska State Legislature

Please enter Into the record my testimony to the S t a t e  A f f a i r s  C o m m i t t e e

committee on Longevi ty Bonus , dated
committee name 
A p r i l  I ,  1991

bill/subject

Mr. Chairman -

I be l i eve  the l ongevi ty  bonus payments should be d i s ­
cont inued,  immediately.

I f  e x i s t i n g  s a f e t y  net s  for  persons over  65 years  of age
are  inadequate  to provide s h e l t e r ,  food and e s s e n t i a l  medical  
care  for  a number of people,  then s u r e l y  old age a s s i s t a n c e ,  e t c .  
could be beefed up in those ca ses .

I p a r t i c u l a r l y  r e sen t  r e f e r e n ce s  to s e n i o r s  as having
"earned"  a bonus,  because of "bu i l d i ng  Alaska".  Whatever our reasons  
for  coming and s t a y i n g ,  we were n e i t h e r  improvident  nor s h i f t l e s s ,  
and we c e r t a i n l y  did not expect  t h i s  or any o t he r  genera t ion  to 
"pay" us for  having been f o r t u n a t e  enough to come here.  I t  i s  most 
o f f e n s i v e  to hear  such " j u s t i f i c a t i o n s "  being advanced for  the 
paying of the l ongev i t y  bonus.

I am 66 years  old and I r ece i ve  the bonus;  I pass i t  on
in c h a r i t a b l e  c o n t r i b u t i o n s .  I came to Alaska in 1948 and I have 
enjoyed l i v i n g  and working here ,  except  for  moments such as t h i s  
when I see i t  as my duty to s ' p .

T h a n k  y o u  e x t e n d i n g  c o u r t e s y  o f  c o m m e n t .

U I J 3 C 1 L  __________________________________________________________________________

Representing (Optional)
2 8 2 4  K im b e r l : » »  ' ■ m r t ,  A n c h o r a g e ,  AK 9 9 5 0 8  

Address
5 6 1 - 0 6 5 1 ______________________________________________

Phone No.

Signed:

9 / M  U p i U B t f  W>lorm4»o* O f f * *
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Collected and Compiled 
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Lee Eberlein, Anchorage 
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and others
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INTRODUCTION

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

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

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

VERA A. GAZAWAY 
Executive Director

NOV- 8-VI FP| It:30
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THE IMPACT OF RETIREES ON ALASKA

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

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

It is important to note that retirement assets are among the 
most portable of all assets. Each person who moves takes with them 
retirement benefits earned from former employers, social security, 
annuities and bank accounts. Each person moving to Alaska will 
purchase groceries, pay for housing and utilities* In short, they 
will contribute to the economy as we all do. It should also be 
noted that each time a retiree moves from the state, Alaska loses 
that individual's income, other financial assets, expertise, 
experience and continuing contributions.

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

The economic loss is great. The older consumer tends to shop 
in stores located near their residence, patronize local merchants 
and spend m o 3 t  of their total income in the community where they 
live. They consume fewer public services than other groups since 
few have children in the schools system, most drive fewer miles 
than working people, seldom require services of the police. This 
group does consume more medical services than other age groups; 
however, medical insurance pays most of the costs and contributes 
to the support of the medical community.

2 4/91



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

older Persons Action Group, Inc. (OPAG) wanted to determine 
what Alaska's older residents contributed to this state. This 
paper includes the findings of that study as of April 1, 1991.

# •* • * vv> • . - *
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AN OPAG STUDY 

THE IMPACT OF RETIREES ON THE ECONOMY OF ALASKA 

AVAILABLE AS OF APRIL 1, 1991

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

1. Federal
2. Military
3. Soc. Sec. (Nov. 1990 x 5.4 for *91)
4. SSI (elderly only)
5. State (149,809,403 X .65)
6 . Labor
7. Corporate

Medicare 
Vet Benefits

$ 75,324,000
71,100,000 

202.368,000 
2,283,600 

96,076,150 
51,107,609 

940,718

49,000,077
87,149,7.11

$ 635,349,865

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

The $ 635,349,865 is a conservative amount because.it does not 
include money derived from private investments, or annuities from 
401 (K) plans.

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

ROBERT KALLENBERG

mjj:332

4/91
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V O L UNTEERS5 A COMMUNITY RESOURCE

n 0 <j0 n ar- amount has been assigned to the hours of volunteer 
labor listed here. The numbers represent contributed services of 
retired persons from all walks or life: attorneys, cooks, h o m e­
makers, teachers, construction workers, engineers, economists, 
artists, reporters, secretaries, executives are only a few of the 

many.

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

49 NARFE members in Juneau volunteered 7,456 hours
77 NARFE members in Anchorage volunteered 17,692 hours
25 NARFE members in Fairbanks volunteered 4,628 hours
16 NARFE members in the Mat-Su Valley volunteered 1,053 hours
21 NARFE members in Southeast Alaska volunteered 4,036 hours

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

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

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

Each retiree does make a difference. The Rose Garden in the 
Anchorage Park Strip is living testimony of that statement. For 
the past two years one 74 years your.g volunteer has been largely 
responsible for that colorful display of beauty.

1 •-lift
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O L D E R  PERSONS ACTION GROUP, INC.
329 East Third Avenue, Suite 3C0 .

Anchorage, Alaska 99501

• #

t t t w i n  ' h o u m  m u a

Foster Grandparents and S e n i o r  Companions 182,828 500
AIRRES (Louise Rude) 4,200 . 27
Our Lady of Compassion 3,400 18
Humana Hospital 1,300 13
Providence Hospital 5,000 30
Anchorage Senior Center 16,800 70
(140 hrs. p e r  person)

Chugach S e n i o r  Center 11,886 100+
American R e d  Cross 208 2
R.S.V.P. (South Central 115,000 498

J u n e a u  & Fairbanks 826 160
R.S.V.P. Total* 115,826* 653*

OPAG 4,106 87
Mary Conrad Cen t e r  2,854 8
Action for Alaskas Children 800 1
Alliance for Menta l l y  111 4,616 12
AARP/SLC 1,008 20
Alzheiraers 50 4
Loussac L i b rary 225 3
Anchorage M u s e i m  6,500 25
Alliance for Mental Health: • 5,624 33
MOA - Parks & Rec • Adopt a Park 710 35

Juneau Elections 727 51
Juneau V i s i t o r s  Center 4,525 135
S.E. Regional Resource C e n t e r  660 15
Soroptcnist . 1,087 11
Friends of Libr a r y  1,884 40
Hospital G u i l d  936 11
AARP 5,520 * 23
J R T A  6,975 37
St. Ann's N u r s i n g  Hone 500 10
Juneau L i b r a r y  1,458 7
State M u s e u m  3,266 63
Valley S e n i o r  C a n t o r  1,440 22
Mountain V i e w  S e n i o r  Conter 24,000 51
Salvation A r m y  2,565 28
Gastincau H i storical Society 500 25
Juneau School District 2.500  20,

426,484 2,195

compilad by
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P . O .  B o x  Y  

J u n e a u .  A K  9 B 8 1 1 - 3 1 0 0  

P h o n e :  ( 9 0 7 *  1 6 5 - 3 9 9 1  

F i x :  ( 9 0 7 )  1 6 3 - 3 3 5 1

J u n e  1 5 ,  1 9 9 0

M E M O R A N D U M

T O :  S e n a t o r  J i m  D u n c a n

A T T N :  D a l e  S t a l e y

F R O M :  G o r d o n  S .  H a r r i s o n ,  D i r e c t o

R E :  E c o n o m i c  I m p a c t  o f  t h e  L o n g e v i t y  B o n u s  P r o g r a m

R e s e a r c h  R e q u e s t  9 0 . 3 1 2  ( R e v i s e d  6 / 1 5 / 9 0 )

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

p r o g r a m .

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

b e e n  d o n e .  H o w e v e r ,  t h e  e c o n o m i c  e f f e c t s  o f  t h e  p r o g r a m  c a n  b e  d i s c u s s e d  i n  

g e n e r a l  t e r m s .

O v e r v i e w  o f  P r o g r a m  E x p e n d i t u r e s

A p p r o x i m a t e l y  $ 5 2 5  m i l l i o n  o f  s t a t e  u n r e s t r i c t e d  g e n e r a l _ £ u n d _ r e v e n u e  h a s  b e e n  

s p e n t  o n  t h e  l o n g e v i t y  b o n u s  p r o g r a m  ( i n c l u d i n g  p r o g r a m a d m i n i s t r a t T o T T )  s i n c e  

i t s  i n c e p t i o n  i n  f i s c a l  y e a r  1 9 7 3 .  P r e s u m a b l y  t h i s  a m o u n t  o f  m o n e y  w o u l d  h a v e  

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

c l a i m  o n  i t .  T h e r e f o r e ,  i t  i s  m i s l e a d i n g  t o  s a y  t h a t  t h e  p r o g r a m  h a s  b e e n  

d i r e c t l y  r e s p o n s i b l e  f o r  i n j e c t i n g  o v e r  h a l f  a  b i l l i o n  d o l l a r s  i n t o  t h e  s t a t e ' s  

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

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

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

h a v e  b e e n  g e n e r a t e d  b y  m a n y  a l t e r n a t i v e  s t a t e  a c t i v i t i e s .  F o r  e x a m p l e ,  c a p i t a l  

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

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

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

p r o g r a m  a r e  d i s c u s s e d  b e l o w  u n d e r  t h e  h e a d i n g  " R e s p e n d i n g  L o n g e v i t y  B o n u s  

I n c o m e . "

P e r s o n a l  I n c o m e

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

y e a r  o r  l o n g e r  w h o  a r e  6 5  y e a r s  o f  A g g ~ T j r - p T 7 o F ~ ( a n d  w h o  r e g i s t e r ~ 7 o r t h e  

b e n e f i t l :  T I T  t h e - c u r r e n t  f i s c a l  y e a r ,  a p p r o x i m a t e l y  $ 5 7  n i j l U n n - w i l l  b e

d i s t r i b u t e d  t o  m o r e  t h a n  1 9 , 0 0 0  i n d i v i d u a l s  u n d e r  t h i s  p r o g r a m .  W h i l e  t h e s e
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p e r  c a p i t a  p a y m e n t s  a m o u n t  t o  a  v e r y  s m a l l  f r a c t i o n  o f  t h e  t o t a l  p e r s o n a l  

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

I n c o m e  o f  m a n y  e l d e r l y  p e o p l e .

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

t h e  l a b o r  f o r c e  b e c a u s e  o f  a g e .  T a b l e  1  s h o w s  t h e  I n c o m e  o f  e l d e r l y  A l a s k a n s  

i n  1 9 8 4 ,  a c c o r d i n g  t o  s u r v e y  d a t a  c o l l e c t e d  b y  t h e  O l d e r  A l a s k a n s  C o m m i s s i o n . 1  

H a l f  o f  t h e  e l d e r l y  p o p u l a t i o n  ( 5 1  p e r c e n t )  h a d  I n c o m e s  o f  l e s s  t h a n  $ 1 0 , 0 0 0 .  

S e v e n t y - n i n e  p e r c e n t  o f  A l a s k a ' s  N a t i v e  p o p u l a t i o n  f a l l s  w i t h i n  t h i s  g r o u p . 1  

T o  t h e s e  p e o p l e ,  a n  a n n u a J M n c o m e  o f  $ _ 3 , 0 0 0  f r o m  t h e  l o n g e v i t y  p r o g r a m  ( $ 6 , 0 0 0  

f o T a  m a r r i e d ’ e l d e r l y  c o u p l e )  i s  c l e a r  1 v  T m p o r t . a n ^ . a

C o m m u n i t y  I n c o m e

T a b l e  2  i s  a  l i s t  o f  t h e  n u m b e r  o f  l o n g e v i t y  b o n u s  r e c i p i e n t s  i n  e a c h  c o m m u n i t y  

i n  A l a s k a  ( M a r c h  1 9 9 0 ) .  J u s t  a s  b o n u s  p a y m e n t s  l o o m  l a r g e  i n  t h e  l i v e s  o f  m a n y  

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

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

s t a t i s t i c a l  d a t a  i s  a v a i l a b l e  t h a t  q u a n t i f i e s  t o t a l  i n c o m e  i n  c o m m u n i t i e s - -  

p a r t i c u l a r l y  r u r a l ,  p r e d o m i n a n t l y  N a t i v e  v i 1 1 a g e s - - i t  i s  w e l l  k n o w n  t h a t  m a n y  

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

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

l o n g e v i t y  b o n u s  p a y m e n t s .

R e s p e n d i n g  o f  L o n g e v i t y  B o n u s  I n c o m e

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

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

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

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

1 O l d e r  A l a s k a n s  S u r v e y  O i t a ,  O l d e r  A l a s k a n s  C o n r n i s s i o n ,  O c t o b e r ,  1 9 8 4 .

’ " A  P r o f i l e  o f  O l d e r  A l a s k a n s , "  A l a s k a  E c o n o m i c  T r e n d s ,  J u n e  1 9 8 8 .  T h i s  

r e p o r t  u t i l i z e s  s u r v e y  d a t a  r e f e r e n c e d  a b o v e .

J A  r e c e n t  r e p o r t  b y  t h e  I n s t i t u t e  o f  S o c i a l  a n d  E c o n o m i c  R e s e a r c h  s t a t e s  

t h e  f o l l o w i n g  a b o u t  t h e  e f f e c t s  o f  t h e  l o n g e v i t y  b c n u s  p r o g r a m :  " I n  1 9 8 8  t h e  

m e d i a n  i n c o m e  o f  A n c h o r a g e  h o u s e h o l d s  w i t h  a t  l & a s t  o n e  p e r s o n  o v e r  6 5  w a s  

$ 3 3 , 7 0 0 ,  a s  c o m p a r e d  w i t h  $ 4 8 , 9 0 0  f o r  a l l  A n c h o r a g e  h o u s e h o l d s .  I n c o m e s  i n  

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

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

I S E R  F i s c a l  P o l i c y  P a p e r  N o .  4 ,  " B i g  T i c k e t  S p e n d i n g :  T r a n s f e r s  a n d  L a b o r

C o s t s , "  p .  S .
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s p e n d i n g  o c c u r s .  A l a s k a  h a s  a  s t a t e w i d e  i n c o m e  m u l t i p l i e r  o f  a b o u t  1 . 5 , 4 w h i c h  

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

e x p e n d i t u r e . *  T h u s ,  i n  f i s c a l  y ^ a r  1 9 9 0 ,  t h e  p r o g r a m  w i l l  g e n e r a t e  t o t a l  

i n c o m e  o f  a t  l e a s t  S 8 5 . 5  m i l l i o n .

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

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

e x a m p l e ,  s a l a r i e s ,  c a p i t a l  p r o j e c t s *  o r  p e r m a n e n t  f u n d  d i v i d e n d  p a y m e n t s ) .  

T h i s  i s  b e c a u s e  r e c i p i e n t s  o f  l o n g e v i t y  b o n u s  c h e c k s  h a v e  l o w e r  t h a n  a v e r a g e  

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

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

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

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

c o m p a r a t i v e l y  l o w  b e c a u s e  t h e i r  i n c o m e s  a r e  l o w ) . 7  T h u s ,  t h e  h i g h  p r o p e n s i t y  

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

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

R e t e n t i o n  o f  O t h e r  R e t i r e m e n t  I n c o m e

T h e  o v e r - 6 5  a g e  g r o u p  i s  o n e  o f  t h e  f a s t e s t  g r o w i n g  s e g m e n t s  o f  A l a s k a ' s  

p o p u l a t i o n .  I t  d o u b l e d  d u r i n g  t h e  1 9 8 0 s . *  T h e  l o n g e v i t y  b o n u s  p r o g r a m  m a y  

c o n t r i b u t e  t o  t h i s  g r o w t h :  i t  p r o v i d e s  f i n a n c i a l  i n c e n t i v e  f o r  r e t i r e d  p e o p l e  

t o  r e m a i n  i n  A l a s k a  a n d  f o r  o l d e r  n o n r e s i d e n t s  t o  m o v e  t o  A l a s k a  t o  b e  w i t h  

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

g r a p h i c  e f f e c t s ,  I t  m a k e s  a  f u r t h e r  c o n t r i b u t i o n  t o  t h e  A l a s k a  e c o n o m y :  i t

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

a n d  r e t i r e m e n t  I n c o m e  o f  t h e  i n - m i g r a n t s .  T h u s ,  f o r  e x a m p l e ,  a  r e t i r e d  s t a t e  

w o r k e r  w h o  w o u l d  o t h e r w i s e  h a v e  l e f t  A l a s k a  b u t  w h o  r e m a i n s  1 n  A l a s k a  b e c a u s e  

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

a s  h i s  l o n g e v i t y  b o n u s  p a y m e n t s .  S i m i l a r l y ,  a  p e r s o n  w h o  m o v e s  t o  A l a s k a

P e r s o n a l  c o m m u n i c a t i o n ,  S c o t t  G o l d s m i t h ,  P r o f e s s o r  o f  E c o n o m i c s ,  

I n s t i t u t e  o f  S o c i a l  a n d  E c o n o m i c  R e s e a r c h ,  U n i v e r s i t y  o f  A l a s k a ,  A n c h o r a g e .

’ A l a s k a ' s  I n c o m e  m u l t i p l i e r  i s  n o t  l a r g e  b e c a u s e  t h e  e c o n o m y  i s  s m a l l  a n d  

m o n e y  r a p i d l y  l e a k s  f r o m  1 t  ( v i r t u a l l y  a l l  m a n u f a c t u r e d  g o o d s  a r e  i m p o r t e d ,  f o r  

e x a m p l e ) .

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

t h e  A l a s k a  e c o n o m y  t h a n  b o n u s  p a y m e n t s ,  a n d  t h u s  g e n e r a t e  p r o p o r t i o n a t e l y  l e s s  

s e c o n d a r y  i n c o m e ,  s o m e  c a p i t a l  p r o j e c t s  m a k e  i m p o r t a n t  l o n g - t e r m  c o n t r i b u t i o n s  

t o  t h e  s t a t e ' s  e c o n o m y  b y  d i r e c t l y  s t i m u l a t i n g  e c o n o m i c  a c t i v i t y  o r  b y  

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

7 S a v i n g  a n d  t a x e s  a r e  t w o  l a r g e  s o u r c e s  o f  “ l e a k a g e *  o f  m o n e y  f r o m  t h e  

s p e n d i n g  s i r c a * .

* " A  P r o f i l e  o f  O l d e r  A l a s k a n s " ,  o p .  c l t .
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b e c a u s e  o f  t h e  l o n g e v i t y  b o n u s  p r o g r a m  w i l l  b r i n g  w i t h  h i m  o t h e r  s o u r c e s  o f  

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

p a y m e n t s .

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

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

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

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

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



TABLE 1

Income of Alaskans 65 Years of Age and Older 

Survey Data, 1984

MALES FEMALES TOTAL

Number % N u m b e r % N u m b e r %

Less Than $5,000 502 11 1,198 25 1,700 18
$5,000-$9,999 1,297 28 1,866 38 3,163 33
$10,000-$ 14,999 1,039 22 832 17 1,871 20
$15,000-519,000 707 15 418 9 1,125 12
$20,000 and Over 1,104 24 558 11 1,662 17

Total in Survey 4,649 100 4,872 100 9,521 100

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

Prepared by the Legislative Research Agency, April 1990 (90.312)
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MAILIMO ELECTION
ADDRESS DISTRICT MALES FFMA1FS TOTAL. --

KOKHONAK 26 1 1
KOLIOANEK 26 6 6 12
KQHGIGANAK 25 a a 16
KOII IK 23 10 a ia
KOTZEBUE 22 40 54 94
KOYUK 23 7 5 12
KQYUKUK 24 5 4 9
KUSIGLUK 25 1 1
KWETHLUK 25 20 20 40
KWIGILLIHGOK 25 10 13 23
IAKE MINCHUMINA 1A 1 1 2
LARSEN BAY 27 4 4 a
LEVELOCK 26 6 2 a
LITTLE DIOMEDE 23 1 l
L OVELOCK 26 1 l
LOWER KALSKAG 2 4 7 6 13
MANLEY HOT SPRINGS 24 6 4 10
MANLEY SPRINGS 24 1 1
MANOKOTAK 26 A 4 12
MARSHALL 24 6 3 9
MCGRATH 24 11 15 26
MCKINLEY PARK 17 1 1 2
MEDOU IAKES 16 1 1
MEKORYUK 25 10 6 16
MENTASTA 17 1 1
METLAKATLA 02 34 34 6a
MEYERS CHUCK 01 2 2 4
MINTO 24 15 10 25
MONOKOTAK 26 1 1
MOOSE PASS 06 4 6 10
MOUNTAIN POINT 12 2 2
MOUNTAIN VILLAGE 25 10 13 23
MOUNTIN VILLAGE 24 1 1
NAKNEK 26 a 9 17
NAPAKIAK 25 13 13 26
NAPASKIAK 25 7 a 15
NELSON LAGOON 26 1 2 3
NENANA 17 31 21 52
NEW STUYAHOK 26 11 10 21
NEWIIALEN 26 1 1
NEWTOK 25 4 1 5
NIGHTMUTE 25 4 5 9
NIKISHKA 07 10 9 19
NIKISKI 05 20 14 34
NIKOLAI 24 1 6 7
NIKOL SKI 26 5 4 9
NINILCHICK 16 ] 1 2
NINILCHIK 05 28 24 52
NOATAK 22 9 5 14

e *  m  ©
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MAILING
AonRFSs

ELECTION
DISTRICT MAI E5 FEMALES TOTAL

NOME 23 63 80 143
NONPALTON 26 3 5 8
HOORV1K 22 13 13 26
NORTH POLE IB 113 110 223
NORTHWAY 17 5 10 15
NUIQSUT 22 4 6 10
NHLATO 24 6 B 14
NUNAPIT CHUK 25 13 10 23
NYAC 24 1 1
OLD HARBOR 27 9 2 11
OSCARVII 1 E 25 1 O 3
OUZINKIE 27 9 8 17
PALMER 16 296 328 624
PAXSON IB 2 1 3
PFDRO BAY 26 2 2 4
PELICAN 03 11 B 19
PERRYVIL L E 27 2 6 8
PETERSBURG 01 109 101 210
PII OT POINT 26 3 2 5
PILOT STATION 24 12 4 16
PITKAS POINT 24 1 1 2
PLATINUM 25 2 2
POINT BAKER 02 12 5 17
POINT HOPE 22 B 14 22
POINT LAY 22 2 1 3
PORT LIONS 27 1 1
PORT A1FXANDER 0 3 1 1 2
PORT ALSWORTH 26 4 1 5
PORT GRAHAM 05 4 6 10 .
PORT HEIDEN 26 2 1 3
PORT I TONS 27 9 4 13
PORTAGE CREEK 26 1 1 2
PT HOPE 22 1 1
QUINHAGAK 25 IB 11 29
RAMPART 24 1 1 2
RED DEVIL 24 1 . 1
RUBY 24 7 7 14
RUSSIAN MISSION 24 10 3 13

_SAINI_GEQRGE.ISLAND 26 3 6 2
SAINT MARYS 24 12 12 24
SAINT MICHAEL 23 4 5 9
SAINT PAUL ISLAND 24 12 11 23
SALCHA IB 19 12 31
SAND POINT 26 7 7 14
SAVOONGA 23 a 12 20
SCAMMON BAY 23 10 7 17
SELAWIK 22 15 20 35
SELDOVIA 05 21 12 33
SEWARD 06 89 79 168
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MAILING
ADDRFSS

ELECTION
nrsTRirT MAI FS FFMAIFS T fl T A1

SHAGELUK 2*. 2 5 7
SHAKTOOLIK 23 9 6 15
SUFI r>nn pnimt 23 l 1 2
SHISHMAREF 23 5 9 14
SHISHMOREF 23 1 1
SHUNGNAK 22 7 7 14
SITKA m 1AA 227 4 1 S
SKAGUAY 02 23 23 46
SKWENTNA 16 3 2 5
SLANA 17 5 2 7
SI FFTMUTF 24 2 4 6
SOLDOTNA 05 148 187 335
SOUTH NAKNEK 26 2 5 7
SPENARD 10 9 10 19
ST PA ill tsi iwn 24 1 1
ST. MICHAEL 13 1 1
STEBBINS 23 7 11 18
STERLING 05 46 36 82
STFl/FMS V T 1 1 ir.F 24 6 S 1 1
STONY RIVER 24 1 1
SUTTON 16 15 15 30
TALKEETNA 16 24 17 41
tanacross 1 7 4 2 6
TANANA 20 13 12 25
TATITLEK 06 5 5
TELIDA VIA MCGRATH 24 1 1
TFLLFR 23 7 9 1 6
TENAKEE SPRINGS 03 13 13 26
TETLIN 17 5 2 7
THORNE BAY 01 3 1 4
TIN PTTY 23 1 l
TOGIAK 26 14 16 3u
TOK 18 34 27 61
TOKSOOK BAY 25 9 7 16
TRAPPFP CRFFK I 6 6 7 1 3
TULUKSAK 24 11 7 18
TUNTUTULIAK 25 6 8 14
TUNUNAK 26 10 9 . 19
TUTN HTII1 2S 3 3 6
TWO RIVERS 20 3 1 4
TYONEK 24 6 5 11
UNALAKLEET 11 22 19 41
IINAI ASK A 26 A 8 16
UPPER KALSKAG 24 4 3 7
VALDEZ 06 38 43 81
VSNETIE 24 8 6 14

. VIA ANCHQRAGF. 16 2 2
VIA BARROW 23 2 2
VIA GAKONA 24 1 1
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MAILING ELECTION
------- ADDRESS-----------DISIJUC-T_____ MALES_______ EEMAIES----- IOTAL

VIA HOMER 05 1 1
VIA KETCHIKAN 01 1 1 ?

-VIA-MCGRAIH----------------2A________________1_____________J________2.
VIA PALMER 16 1 1
VIA RED DEVIL 24 1 1
VIA SOLDOTNA 05 1 1 2

-VIA—J-ALKEEINA-------------- 16--------------- 1_______________________L
VIA TOK 17 1 1
VIA TWIN HILLS 26 1 1
WAINWRIGHT 22 10 10 20
-WALES---------------------- 23--------------- 1------------ &------- 13-
WARD COVE 01 16 15 31
WASILLA 16 336 330 666
WHITE MOUNTAIN 23 5 6 11
J4HIIE-U0UNUAN-------------23_______________ 2_____________ 1-------- 3_
WHITTIER 06 7 5 12
WILLOW 16 51 31 82
WRANGELL 01 102 98 200
XAKULAI---------------------02-------------- 15------------18------- 33-

9*152 10,230 19382

N o te : Add m u l t i p l e  e n t r ie s  f o r  th e  same g e o g ra p h ic  l o c a t i o n s .  

SOURCE: D e p a rtm e n t o f  A d m in is t r a t io n ,  L o n g e v ity  Bonus P ro g ra m .
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S XECUTIYB.SUMAKVfiY

This report w as prepared according to language In the fiscal 1990 operating 
budget that says, "The legislature Intends that the adm inistration analyze the 
possibility of restructuring the (Alaska Longevity Bonus Program) at $50  
million annually, including hold harm less provisions and adm inistrative costs

A *  °.f  Pr08ram-"

viit is important to note that a $ §0 million annual cap on the program will 
^require significant change. This fiscal year, the cost of the longevity bonus will 

K \ b e  about $62 million. That includes more than $5 million In Health and Social 
Services hold harm less provisions and approximately $4(30.000 for 

\P  CjKY administrative costs.

y  There are only two basic approaches to establishing a cap: 1) reducing the 
num ber of recipients, and 2) reducing the am ount of the m onthly bonus  
check. These approaches, of course, m ay be comoined. and the num ber of 
possible variations Is alm ost Infinite. We have highlighted In this report six  
specific options for capping the program at $5 0  million annually. Any of those 
six  options would require statutory change.

The analysis is also built upon five questions that the Departm ent of 
Administration believes are essential to any effective solution  of the longevity 
bonus question. A description of those questions can be found on the following 
page. As you read this report, you'll see  the questions repeated as we consider 
each of the six  options for capping the program. Of course, any analysis could 
be based on a different se t of questions, but we believe th ese  a u  at the least, 
an important starting point from w hich to debate the future of the program.

Along with the narrative portion of th is report, several charts and graphs are 
included to help illustrate key elem ents of the various options. Also included 
are several past reports on  the longevity bonus program prepared by the 
H ouse Research Agency, w hich has studied the issue in great detail over the 
years.

It should  be noted that th is report, following the intent language written by 
the legislature, only presents an analysis of options for cutting  the program. 
The report contains no recom m endations.
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RESTRUCTURING THE LONGEVITY BONUS: FIVE QUESTIONS

In analyzing various options for the future of the program, the Department of 
Administration believes the following questions must be asked about any 
proposed solution. Of course, different people will place different weights on 
the importance of each  of these questions. They are offered only to prompt 
effective debate and therefore help lead to a workable so lu tion  of the longevity 
bonus question.

1. What is  the e ffe c t  on current rec ip ien ts?  Should Alaskans who already 
receive the $250 per month longevity bonus be assured they can count on the 
bonus for the rest o f their lives?

2 . Is th e  change e a s y  to  un derstand ? Any restructuring of the program should 
be easily explained and easily understood.

3 . Is th e  effect e a s ily  pred ictab le?  Alaskans should be able to quickly calculate 
how any change to the longevity bonus will affect their futures. Also, it's 
im portant for the sta te 's budget writers to know how m u ch  the program will 
cost in the years ahead.

4 . How m uch w ill c o s ts  be reduced?

5 . H ow quickly w ill co sts  be reduced?
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REVIEWING T H E  B O N U S  P R O G R A M :  T H E  FIRST 17 Y E A R S  A N D  B E Y O N D

When the Alaska Longevity Bonus Program began in 1973. $100  a m onth w as 
paid to about 3 ,6 0 0  seniors who were at lea st 65 years old and had lived in 
Alaska continuously  for at least 25 years. The program changed dramatically in 
1984 when the 25-year residency requirem ent was declared unconstitutional. 
Costs began to skyrocket. Now, anyone w ho is 65 and h a s lived in Alaska for 
two years is eligible for the $250-a-m onth  bonus.

As of October 1989 , 19,219 seniors were receiving the bonus. The total 
projected cost of the program for fiscal 1990, including $ 5  million for hold 
harm less provisions and approximately $ 4 0 0 ,0 0 0  in adm inistrative costs, is 
about $62  million.

Without change, c o sts  will continue to increase. The num ber of eligible 
Alaskans will keep growing, as will the percentage of the population that is at 
least 65 years old. W ithout change, more than 2 8 ,000  seniors will be paid 
about $85  million in the year 2000 . (See A ttachm ent 2, H ouse R esearch  
Agency request 8 9 .1 7 3 , Jan. 30 , 1989, T able 3)

The rising costs o f the hold harm less provisions -- w h at it costs the state to 
maintain f e d e ra l b en efits lor"Alaskans who would otherw ise lose them  because  
t h e y  re c e iv e  a h n n n s  c h e c k  - -  a d d  even more to the totals. With hold harm less  
costs included, the estim ated pricetag for the longevity bon us is more than  
$102  million in  the year 2000 , if no ch anges are m ade to the current 
program. (See A ttach m en t 1 -  Table 1)

There are other w ays to illustrate the rapidly escalating cost o f the current 
program. The follow ing exam ples indicate the possible effect of each year 
without change.

The first is to m ultiply the estim ated increase in beneficiaries by the cost of 
the bonus. This year the program will have a n £i gain of about 1,000 new  
beneficiaries. T h us, we can expect the annual cost of the bonus to increase by 
S3 m illion or m ore. (1 ,000 x $ 3 ,0 0 0  annually  per recipient = $3  million)
Since tliis is a n e t gain, we can expect th is  Increase will be com pounded over 
the years.

Another is to sim ply  assum e the net gain is made up m ostly of seniors w ho are 
age 65 and have an  average rem aining life expectancy of 16 years. This would  
show  a long-term  liability of $48  m illion ((1,000 x $ 3 ,0 0 0  x 16 = $ 4 8  
million). This u n d ersta tes potential long-term  costs.

If. a s m any propose, any change to the program m u st totally protect current 
beneficiaries, then  for each year the program rem ains unchanged the state  
assum es a long-term  liability of well over $ 1 0 0  million.

For example, the Departm ent of Labor (Alaska Population Projections, 1986)
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estim ates that in 1930 there will be about 2 ,3 5 0  seniors age 64. Assum e that 
when they tu m  65  they will apply for the bonus and that their average life 
expectancy is about 16 years. This one-year group creates a potential payment 
liability of $ 1 1 2 .8  million. (2,350 x $ 3 ,0 0 0  x  16 = $ 1 1 2 .8  million.) However, 
our experience has show n that this is substantially lower than the actual 
number of new  beneficiaries that can be expected. Nor does this figure 
Include estim ates of Health and Social Services hold harm less costs.

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

The program does have advantages Most of the m oney that goes to bonus 
paym ents is circulated within the state. Most seniors are not well off and have 
little chance of acquiring other income. Testim ony indicates the bonus also  
helps som e seniors remain in Alaska and near family m em bers. By definition, 
any reduction in the program, by whatever m eans, d im inishes these  
secondary benefits. In following the intent of the legislature, the Departm ent 
of Administration compiled the following analysis of various options to cap the 
annual cost of the program at $ 50  million.

OPTIONS FOR CAPPING PROGRAM COSTS: TWO APPROACHES

As m entioned in the executive sum m ary that accom panies this report, any cap 
on the cost of the Alaska Longevity Bonus Program would Involve either or 
both of two scenarios: Limiting the num ber of people who are eligible for the 
bonus or reducing the am ount of the bonus. Although there are lim itless 
variations of each approach, this analysis highlights selected options under 
each of the two m ain headings.

1. LIMITING ELIGIBILITY FOR iH E PROGRAM

Limiting the num ber of eligible recipients involves selecting one or more 
limiting attributes and establishing those as eligibility criteria. Som e attributes 
are legally acceptable and som e are not. Within prescribed lim its, age. 
i n c o m e , residency and dependency have all proven to be legally acceptable 
criteria w ith w hich to llm it  eligibility lo r  public benefiia^O thers. su ch  as race, 
genaer and religionTire riot usually legaJy acceptable. In general, the state  
may not discrim inate In the provision e.' benefits except for com pelling 
reason. Basically, in a legal test, the compelling nature of the reason is 
weighed against the critical nature of the benefit.

Residency is the criteria m ost commonly tested. When the benefit is 
necessary to the individual's health and well-being -  public assistance, 
education, m edical care -  the length of residency requirem ent m ust be quite 
short or non-existent. Physical presence of 30  days is a comm on limit. When 
the benefit m eets a less compelling need -  sports licen ses, perm anent fund 
dividends and the present longevity bonus — then the length of residency
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requirement may be longer. One to two years Is comm on. The residency  
requirement w as recently doubled for the bonus, from one to two years. That 
criteria has yet to be tested in court.

Currently, there are rather few limiting criteria for the longevity bonus. (One 
m ust be 65  years old, a two.-ycarJU as ka resident, not in prison, not fp a 
nursing hom e or in a m ental hQ3pltaTaiTa~mttftcd~as unable to m anage 
persnrinTaffalrsJ -C hanging one of the current crltcria m ight force other 
changes. For exam ple, if eligibility were to becom e based on econom ic need, 
then the two-year residency might well be su ccessfu lly  challenged.

With that in m ind, we have elected to com m ent on three options for limiting 
the num ber of cllglbles: 1) Immediately raising the age of eligibility to 70: 2) 
Raising the age of eligibility more gradually: 3) Basing eligibility for the bonus 
on incom e.

O ption la : Im m ediately raising th e  age o f eligib ility  to  7 0

If the age of eligibility for the bonus w as raised to 7 0  this session , the total 
cost of the program would drop to $37 .4  million In fiscal 1991 and increase 
about $2  million a year from there. It would take 10 years before the cost of 
rhe program returned to what it is today. (See A ttachm ent 1 -  Table 2) But 
It would only take six  years, until fiscal 1997. before the suggested cap of $50  
m illion is exceeded.

Asking the questions:
1. What If th e  e ffe c t on  current rec ip ien ts?  The bonus would be taken 
away from those betw een ages 65  and 69. u n less the legislature adopted 
a type of "hold constant" provision that continued to pay the bonus to 
those who had already been receiving it. In that case, savings would be 
m uch less. In fiscal 1991. for example, it would cost $ 2 1 .7  million to 
hold constant those A laskans between ages 6 5  and 69  who would  
otherw ise lose their m onthly bonus checks. (See A ttachm ent 1 - Table 
2 )
2 . Is th e  change easy  to understand? Yes.
3. Is th e  e ffect ea sily  predictable? Yes.
4 . H ow m u ch  w ill c o s ts  be red u ced ?  Not m uch, if seniors currently 
between ages 65  and 6 9  were to be held constant (keep receiving the 
bonus).
5 . How q u ick ly  w ill c o sts  be reduced? Immediately.

O ption lb: R aising the age o f eligibility m ore gradually

To m eet the suggested  cap of $ 50  million In annual costs, the age of eligibility 
could be increased to 6 8  for fiscal 1991. That would put the total cost of the 
program at $ 4 7 .7  m illion. (See A ttachm ent J -  Table 3) If the age of 
eligibility stayed at 6 8  in fiscal 1992. the total program cost of $ 5 0 .8  million 
would be Just above the cap. For the following two years, fiscal 1993 and 
1994. the eligibility age would have to be 69  in order to stay at or near the
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$50  million goal. That suggested  cap still could be achieved if the age limit 
w as increased to 70 In fiscal 1995 and 1996.

Asking the questions:
1. What, is  th e  e ffect on current rec ip ien ts?  Those currently between 
ages 65  and 67 would lose eligibility for a bonus they are already 
receiving un less som e type of "hold constant" provision were enacted.
2. Is th e  change easy  to  understand? Conceptually, it is. But it would 
probably be confusing to sen iors trying to determ ine exactly when they 
would be eligible for the program.
3 . Is th e  e ffec t ea sily  pred ictab le?  For the state’s budget writers, yes. But 
seniors would have a hard time predicting exactly when they would 
becom e eligible.
4 . How m uch  will c o s ts  be red uced ? Not m uch, if seniors already 
receiving the bonus are held harm less until they reach age 68.
5 . H ow qu ick ly  will c o s ts  be reduced? Immediately.

Option lc :  Basing eligibility for the bonus on incom e

This so-called "needs-based" approach has been debated by the legislature in 
the past. (Governor Cowper's bill. HB 151, was Introduced in the first session  
of the 15th Alaska Legislature. The H ouse Research Agency wrote an analysis, 
which Is attached to this report). That analysis is now three years old. but the 
basic findings are still valid: If the longevity bonus is paid according to Income

g
uidelines, th en lc w cr A laskans will bc~cllnlble. The level of cost savings 
epends ot course, on the incom e guideline and the distribution of income 
within Alaska’s  senior population. A higher incom e guideline would elim inate  

fewer seniors from eligibility for the bonus. A lo” ’ar guideline would eliminate 
more people from eligibility.

We had hoped to have som e information on the distribution of incom e by age 
from research conducted by the University of W ashington in 1985 that used a 
large sam ple of bonus recipients. The limited Information we do have 
indicates that approxim ately 90  percent of the seniors have incqm^-of less  
than  $ 2 0 .0 0 0  annually. A roughesO m ate indicates that piacirig”’the income 
cutotf at that level would- reduce the cost of the program in fiscal 1991 to 
about $ 53  million — if an agreem ent could be negotiated with thejed era l 
governm ent to elim inate _th e hggti~for Health and Social services^nold  
harm less funding. That would permit a totaT reduction in cost ot 
approxim ately $11 million to $ 1 2  miLllon. Precise predictions will have to 
wait on better incom e data — either from further research or the 1990  
census.

Practically, th is is probably the m ost functional way to control the cost of the 
program. Setting the incom e m axim um  at a reasonable high level would make 
it difficult to argue that the program was based solely on need. It would also  
open the possibility of Immediately doing away with the need for m illions of 
dollars In Health and Social Services hold harm less funding. But the program 
would still exist for thousands of Alaska seniors who have com e to depend on
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the program for either basic needs or improved quality of life.

Asking the qucaUons;
1. W hat la th e  e ffe c t on torren t rec ip ien ts?  Some people who now  
receive the bonus would not be eligible if Income guidelines arc 
established.
2 . Is th e  ch an ge ea sy  to  u n d erstan d ?  Relatively. The concept of receiving 
benefits based on incom e is not a  new cne. However, "income" would 
need to be clearly defined.
3 . Is th e  e ffect easily  predictable? Yes.
4 . H ow m u ch  w ill c o s ts  be red u ced ?  Accurate estim ates can't be nade 
until better data about senior incom e is available.
5 . H ow  qu ick ly  w ill c o sts  be red u ced ?  Immediately.

2 . REDUCING THE AMOUNT OF THE BONUS

Reducing the am ount of the bon us check  requires selecting a m ethod  
whereby a reduced am ount of m oney is allocated among eligible beneficiaries. 
This can involve lim iting the am ount appropriated and pro-rating am ong  
beneficiaries, or selecting a predeterm ined am ount for the check and  
appropriating sufficient funds to cover the cost. A combined approach is 
possible, su ch  as the so-called "stair-stepping" process contained in the final 
version of SB 56. which w as vetoed by Governor Cowper.

Neither lim iting the am ount of the bon us nor limiting the num ber of 
recip ients will effect any significant im m ediate savings if current beneficiaries 
are continued (held constant) with no change in benefits. The exception 
m ight be an  lncom e-baspd program that would permit savings oTHealUr and  
Sprlal Services hold harm less binding, Even an abrupt end to the program 
(I.e. after a  given date no new beneficiaries are added) would save only $ 3 
m illion to $ 4  million the first year.

We present three approaches to reducing the am ount of the bon u s check: I) 
Pro-rating a $ 5 0  million appropriation: 2) Reducing the bonus by a certain  
percentage each year: 3) a  flat dollar reduction. Each of these options is 
Illustrated in an attached H ouse Research Agency paper.

O ption 2 ju Pro-rating a $ 5 0  m illion  appropriation

Under th is plan. $ 5 0  m illion, or som e other prc-determ ined am ount, would 
go to the program each year. The actual b on us program would be calculated by 
subtracting the Health and Social Services hold harm less and adm inistrative 
co sts  from the $ 5 0  m illion, then dividing the remainder by the num ber of 
eligible A laskans. In fiscal 1991, th is would provide for a m onthly bon us check  
of about $ 1 8 5 . B ecause eligibility will continue to grow, the size o f the bonus 
would continue to shrink by approxim ately the am ount of population increase  
of A laskans over 65 . That Increase is currently about 5 percent a year and 
would level off to about 3  percent per year late this decade. In the year 2000,
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28 .265  sen iors would be eligible, bringing the m onthly bonus down to 
somewhere around $100 . The exact am ount is difficult to calculate because  
the am ount needed for Health and Social Services hold harm less would  
decrease a s the size of the bonus decreased. Of course, the appropriation 
could be se t at any level. In the year 2000 . each SI million added to the base  
cap would increase the bonus check about $ 2 .9 0  per m onth .(See A ttachm ent 
2, H ouse R esearch  A gency request 8 9 .173 , Jan . 30, 1989  , Table 3)
Potentially, th is is the easiest scenario by w hich to control costs.

A s k i n g  . U i e .q u e s U o n s ;
1. W hat is  th e  e ffec t on current r ec ip ie n ts?  They would continue to 
receive paym ents, but the total am ount of their m onthly check would  
drop.
2 . Is th e  change easy  to  understand? Yes.
3 . Is th e  e ffect ea sily  predictable? Yes. but exact bonus payments 
wouldn't be known each year until all applications for eligible seniors 
were on file.
4 . H ow  m u ch  w ill c o sts  be red u ced ?  B ecause the current cost of the 
program is about $62  million annually, this change would save $12  
million the first year. After that, the cost would remain constant.
5. H ow qu ick ly  w ill c o sts  be red u ced ?  Immediately.

Option 2b: R educing th e  bonus by a certa in  percentage each  year

Like other options, the actual cost savings w ould depend on the percentage 
decrease plugged into the formula. As the H ouse Research Agency has  
dem onstrated in the past, a 5 percent reduction per year would prom pt little 
cost savings. In fact, the suggested goal o f $ 5 0  million would not be reached  
until fiscal year 2 0 01 , w hen 2 9 ,1 4 2  eligible recipients would receive a 
monthly bon us of $142 . (The H ouse R esearch figure does not deduct Health  
and Social Services hold harm less costs). That would put the total cost of the  
program at $ 4 9 .7  million, p lus hold harm less costs. (See A ttachm ent 2, H ouse 
R esearch A gency request 89 .173 , Jan . 30 , 1989  , Table 3) Of course, a larger 
percentage reduction would achieve bigger cost savings more quickly.

Ask in g, th g .quggUQng:
1. W hat is  th e  e ffe c t on current r e c ip ie n ts?  They would receive a smaller 
bonus check than they do now.
2. Is th e  change easy to understand? Yes.
3 . Is th e  e ffe c t ea sily  pred ictab le?  Yes. but like other options, the exact 
bonus paym ent wouldn't be known until all applications were on file eacn  
year.
4 . H ow  m u ch  w ill c o sts  be red u ced ?  It depends on the percentage 
decrease plugged into the formula.
5 . H ow qu ick ly  w ill c o sts  be red u ced ?  Immediately.

Option 2c: R educing th e  bonus by a flat rate

Actual cost savings would depend on how m uch the bonus is reduced from its
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$250  per m onth level. The fact that eligibility will continue to increase m eans 
that substantial savings would be achieved only if the m onthly bonus is 
reduced by a sizeable am ount. The House Research Agency has estimated that 
a $ 25  reduction in the bonus, to $225  per month, would have reduced the 
cost of the program to $ 4 9 .4  million in the current fiscal year. (See  
A ttachm ent 2, H ouse R esearch Agency request 89 .246 , Feb. 16, 1989, Table 
2) But that figure does not Include the additional costs o f the Health and 
Social Services hold harm less provision.

Asking the questions;
1. What is  th e  e ffec t on current rec ip ien ts?  They would receive a smaller
bonus check than they do now.
2 . Is th e  change easy  to  understand? Yes.
3 . Is the e ffect easily  predictable? Yes.
4 . H ow m u ch  w ill c o s ts  be reduced? It depends on how far the bonus is
reduced from its $ 2 5 0  per m onth level.
5 . How q u ick ly  w ill c o sts  be reduced? Immediately.
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ATTACHMENT 1 

TABLES USED IN THIS REPORT



I ABLE 1

A LU  D e n e  f  i c x a r y  I n c r e a s e  
Y e a r

o f  R e c i p i e n t * P r i o r  Y e a r
1 9 9 0 1 0 , 9 0 S
1 3 9 1 1 9 , 0 1 3 4 .  0 0 %
1 9 9 2 2 0 ,  0 7 7 5 .  3 7 %
1 9 9 3 2 1 ,  9 4 2 5 .  1 0%
1 9 9 4 2 3 ,  0 0 6 4 .  0 5 %
1 3 9 5 2 4 , 0 7 1 4 .  6 u %
1 9 9 6 2 5 , 0 5 3 4 .  0 0 %
1 9 9 7 2 5 , 9 5 2 3 .  5 9 %
1 9 9 0 2 6 , 0 5 3 3 .  4 7 %
1 9 9 9 2 7 , 7 5 3 3 .  3 5 %
2 0 0 0 2 0 , 5 7 1 2 .  3 5 %
2 0 0 1 2 9 , 4 2 8 3 .  0 0 %
2 0 0 2 3 0 , 3 1 1 3 .  0 0 %
2 0 0 3 3 1 , 2 2 1 3 .  0 0 %
2 0 0 4 3 2 , 1 5 7 3 .  0 0 %
2 0 0 5 3 3 , 1 2 2 3 .  0 0 %
2 0 0 6 3 4 ,  1 1 6 3 .  0 0 %
2 0 0 7 3 5 ,  1 3 3 3 .  0 0 %
2 0 0 0 3 6 , 1 9 3 3 . 0 0 %
2 0 0 9 3 7 , 2 7 9 3 .  0 0 %
2 0 1 0 3 8 ,  3 9 7 3 .  0 0 %

Annua 1 
Coat

* 5 6 ,
* 5 3 ,
• 6 2 ,
* 6 5 ,
* 6 3 ,
* 7 2 ,
* 7 5 ,
* 7 7 ,
*00,
* 0 3 ,
* 0 5 ,
*00,
* 3 0 ,
* 3 3 ,
* 3 6 ,
* 3 3 ,

*102,
* 1 0 5 ,
*100,
*111,
* 1 1 5 ,

0 2 6 , 0 0 0  
010,000
2 1 3 . 0 0 0
1 5 3 . 0 0 0
0 5 6 . 0 0 0
5 5 3 . 0 0 0
2 5 3 . 0 0 0
7 1 3 . 0 0 0
204.000
3 3 3 . 0 0 0
6 6 3 . 0 0 0
4 7 1 . 0 0 0
3 6 6 . 0 0 0
3 4 0 . 0 0 0  
4 1 7 ,  0 0 0
*70

H& SS  
H o l d  H a r m l e a r n

* 5 , 0 5 0 , 1 0 3  
* 6 ,  1 3 3 ,  3 0 0  
* 7 ,  2 2 1 ,  1 0 0  
* 0 ,  2 6 1 ,  7 0 0  
* 3 , 3 4 4 , 0 0 0  

* 1 0 , 5 3 0 , 0 0 0  
* 1  1 ,  6 4 9 ,  0 0 0

* 1 0 , 7 6 0 , 0 3 1  
* 2 0 , 6 3 6 , 9 1 4  
* 2 2 , 7 0 0 , 6 0 5  
* 2 4 , 9 7 0 , 6 6 6  
* 2 7 , 4 6 7 ,  7 3 3  
* 3 0 , 2 1 4 , 5 0 6  
* 3 3 ,  2 3 5 ,  3 5 "  
* 3 6 , 5 5 9 , 5 5 2  
* 4 0 , 2 1 5 , 5 0 7  
* 4 4 , 2 3 7 , 0 5 0

T o t a l  P r o g  
C o a t  a

* 7 4 ,
* 7 0 ,
•02,
* 0 6 ,
* 9 0 ,
* 9 4 ,
* 9 0 ,

*102,
* 1 0 7 ,
*111,
* 1 1 6 ,
*121,
* 1 2 6 ,
* 1 3 2 ,
* 1 3 0 ,
* 1 4 5 ,
*152,
* 1 5 9 ,

0 0 7 ,
3 6 2 ,  
0 0 3 ,  
000, 
6 6 9 ,  6 5 4 ,  
7 6 3 ,  
7 6 0 ,  
0 4 4 ,  
5 6 9 ,
3 6 3 ,  
4 4 1 ,  
33̂ i, 
5 6 2 ,

0S

C o m m e n t s
1.

4 .

T h e  p r o j e c t e d  f i g u r e s  f o r  a v e r a g e  n u m b e r  o f  b e n e f i c l a r i e s  
p e r  m o n t h  a r e  f r o m  t h e  D i v i s i o n  o f  P i o n e e r  B e n e f i t s .  T h e y  
a r e  b a s e d  a n  a n n u a l  p e r c e n t a g e  i n c r e a s e  o v e r  t h e  c u r r e n t  
n u m b e r  o f  b e n e f i c i a r i e s .
T h e  g r o w t h  i n  t h e  n u m b e r  o f  i n d i v i d u a l s ,  6 5  y e a r s  o f  a g e  a n d  
o l d e r ,  i n  A l a s k a  h a s  b e e n  d r a m a t i c  o v e r  t h e  l a s t  d e c a d e .
N e t  i n c r e a s e s  o f  m o r e  t h a n  6 %  p e r  y e a r  h a v e  o c c u r r e d .  B a s e d  
o n  e s t i m a t e s  f r o m  t h e  D e p a r t m e n t  o f  L a b o r  we  h a v e  
a n t i c i p a t e d  t h i s  g r o w t h  r a t e  l e v e l i n g  o f f  t o  a  s t e a d y  3%  p e r  
y c » a r  b e g i n n i n g  a b o u t  t h e  y e a r  2 0 0 0 .
T h e r e  a r e  s o m e  e s t i m a t e s  t h a t  w o u l d  p l a c e  t h i s  l e v e l i n g  o f f  
c l o s e r  t o  t h e  m i d  9 0 ’ s .  A l s o  p a s t  e x p e r i e n c e  h a s  i n d i c a t e d  
t h a t  e c o n o m i c  f a c t o r s  c a n  h a v e  s u b s t a n t i a l  i m p a c t  o n  t h e  
n u m b e r  o f  e l d e r l y  r e m a i n i n g  i n  t h e  s t a t e .
T h e r e  i s  n o  a n ' l c i p a t i o n  o f  p o s s i b l e  c h a n g e s  i n  t h e  
m o r t a l i t y  r a t e  d u r i n g  t h e  p r o j e c t i o n  p e r i o d .
P r o j e c t i o n s  b e y o n d  t h e  v e r y  s h o r t  t e r m  b e c o m e  i n c r e a s i n g l y  
u n r e l i a b l e  i n  d i r e c t  p r o p o r t i o n  t o  t h e  l e n g t h  o f  t i m e .



IMU «

Cull cl ProfTM hr ',#*r of 
Fifurot *ro In ■llllom

MI

n
;i
72 
11 
74
73
76
77 
71
n
08
81
82
8)
64
83
88
87
88 
89 
91
91
92
93 
* 
93 
%
97
98
99 
IM

S«trToUl 
MSS 

rtjld Mrolrtt 
Grind Total

1991 1992

4.1
4.1 
3.4 
J .3  
12
2.7
2.3
2.2 
1.9 
1.6
1.4 
1.3
1.1
1.8 
.1 
.6 
.6 
.4 
.4  
.2 
.2 
.1 
.1 
.1 
.1  
.8 
.8 
.8 
.8 
.8 
.8

4.1

21.7
23.8

1991 1994 1993 19%

4.7 3.8 3.2 3.3
4.6 4.9 3.2 3.4
3.9 4.1 4.3 4.6
4.8 4.2 4.4 4.6
3.6 I S 4.1 4.2
18 1 2 1 4 13
2.6 2.7 2.9 1 8
2.3 2.6 2.7 2.9
2.2 2.3 2.4 2.3
l . l 1.9 2.8 2.1
1.3 1.6 1.7 1.8
1.3 1.3 1.6 1.7
1.2 1.2 1.3 1.4
l . l 1.2 1.2 1.3
.9 1.8 1.8 l . l
.7 .7 .7 .8
.6 .7 .7 .7
.3 .3 .9 .6
.4 .4 .3 .3
.3 .3 .J .3
.2 .2 .2 .2
.2 .2 .2 .2
.1 .1 .1 .1
.1 .1 .1 .1
.1 .1 .1 .1
.1 .1 .1 .1
.8 .8 .8 .1
.8 ..8 .8 .8
.8 .8 .8 .8
.8 .8 .8 .8
.8 .8 .8 .8

4.7 5.8 5.2 3.5

18.2 4.9 2.3
14.9 9.8 7.6 3.3

199/ 1998 1999 2888 2881 2881! 2883

1 7 6.8 6.2 6.3 6.8 7.1 7.4
1 7 1 9 6.2 6.4 6.7 7.8 7.3
4.8 3.8 1 2 14 3.6 3.1 6.1
4.8 11 1 3 1 3 1 7 6.8 6.2
4.4 4.6 4.1 1 8 3.2 1 4 1 6
17 1 9 4.8 4.2 4.4 4.3 4.7
3.1 3.3 1 4 16 1 7 19 4.1
1 8 3.1 1 3 14 1 3 1 7 3.1
2.7 2.8 2.1 1 8 3.1 3.3 1 4
2.2 2.3 2.4 2.3 2.6 2.7 2.1
1.1 1.9 2.8 2.1 2.2 2.3 2.4
1.8 1.9 1.9 2.8 2.1 2.2 2.3
1.4 1.3 1.6 1.6 1.7 l . l 1.8
1.4 1.4 1.3 1.3 1.6 1.7 1.7
l . l 1.2 1.2 1.3 1.3 1.4 1.4
.8 .8 .9 .9 1.8 l . l 1.8
.8 .1 .8 .9 .9 l . l l . l
.6 .6 .6 .7 .7 .7 .1
.3 .3 .3 .6 .6 .6 .6
.3 .3 .3 .4 .4 .4 .4
.2 .3 .3 .3 .3 .3 .3
.2 .2 .2 .2 .2 .2 .2
.1 .2 .2 .2 .2 .2 .2
.1 .1 .2 .2 .2 .2 .2
.1 .1 .1 .1 .1 .1 .1
.1 .1 .1 .1 .1 .1 .1
.1 .1 .1 .1 .1 .1 .1
.8 .8 .8 .8 .8 .1 .1
.8 .8 .8 .8 .8 .1 .1
.8 .8 .8 .8 .8 .1 .1
.8 .8 .8 .8 .8 .1 .1

5.7 6.8 6.2 6.5 6.8 7.1 7.4

1 7 6.8 6.2 6.5 6.1 7.1 7.4

m  m i mb m i 2*88 m i 28i#

7.7
7.6

3.9 
9

4.2
4.8 
3.6
2.9
2.3 

4
1.9 

8
3
1 
8 
8
7
4 
3 
3
2 
2 
I 
1 
I
8 
8 
I

7.7

7.7

8.8
7.9
6.7
6.8
6.1
3.2
4.4
4.2
3.7
3.1
2.6
2 .3
2.8
1.9
1.6
1.1
1.1 
.8 
.7  
.4  
.3  
.3  
.2  
.2  
.1 
.1 
.1 
.8 
.8 
.8 
.8

8.8

8.8

1.4 1.1 9.2 9.6 11.1
0.3 1.7 9.1 9.3 II. 1
7.1 7.3 7.6 1.1 0.4
; . i 7.4 7.7 1.1 8.5
6.4 6.7 7.1 7.3 7.7
3.4 3.6 1 1 6.2 6.3
4.6 4.1 1 1 1 3 1 5
4.4 4.6 4.1 1 1 3.3
1 9 4.1 4.3 4.3 4.7
1 2 3.4 3.3 1 7 3.9
2.7 2.9 3.1 11 3. J
2.6 2.7 2.9 3.1 3.1
2.1 2.2 2.3 2.4 2.3
2.1 2.1 2.2 2.3 2.4
1.6 1.7 l . l 1.9 2.1
1.2 1.2 1.3 1.4 1.4
l . l 1.2 1.2 1.3 1.4
.9 .9 l . l l . l l . l
.7 .8 .1 .1 .9
.3 .3 .3 .3 .6
.4 .4 .4 .4 .4
.3 .3 .3 .3 .3
.2 .2 .2 .2 .3
.2 .2 .2 .2 .2
.1 .1 .1 .1 .2
.1 .1 .1 .1 .1
.1 .1 .1 .1 .1
.1 .1 .1 .1 .1
.1 .1 .1 .1 .1
.1 .1 .1 .1 .1
.1 .1 .1 .1 .1

8.4

8.4

8.8

8.8 9.2

9.6 18.1

9.6 18.1

CoeuMtrit

r t c n v e  about 1 .4  M i l l i o n .
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Outr(bution ot tho Aluki lonpovity Bonui By A**
f ljum Art in Killlofw -  Aoounti Ar* Cu—ulitlv* 7ro« Botkoa to lop.

be t ot
Total
Cum.

1998 1911 1992 1993 1994 1995 1996 1997 1998

65 118. 68 61.8 65.6 69.9 74.1 76.4 82.8 66.8 98.7 94.7
66 9 l . l t 56.3 68.8 63.8 67.7 71.6 75.7 79.3 62.9 66.5
t/ 81.78 50.3 53.6 57.1 68.3 64.8 67.7 78.9 74.1 77.4
68 72.78 44.9 47.7 58.8 518 36.9 68.2 63.1 63.9 68.8
69 66.38 39.6 42.3 43.1 47.1 38.5 53.4 56.8 58.3 61.1
71 36.98 33.2 37.4 39.8 42.2 44.6 47.1 49.4 31.6 53.9
7) 58.68 31.3 33.2 33.4 37.5 39.7 41.9 419 419 47.9
72 66.48 27.4 29.1 31.8 32.9 34.8 36.7 38.5 41.2 42.8
73 39.18 24.2 25.7 27.3 29.8 38.7 32.4 34.8 315 37.6
76 33.88 28.9 22.2 23.6 23.8 26.3 28.8 29.3 38.6 32.8
75 29.88 17.9 19.8 28.2 21.3 22.7 24.8 23.1 26.3 27.4
76 24.98 13.4 16.3 17.4 16.4 19.3 28.6 21.6 22.6 23.6
77 21.48 13.2 14.1 15.8 13.9 16.6 17.7 18.6 19.4 28.3
78 16.18 11.2 11.9 12.6 13.4 14.2 15.8 13.7 16.4 17.1
79 13.28 9.4 19.8 18.6 11.2 11.9 12.6 112 118 14.4
68 12.88 7.9 6.4 6.9 9.3 18.6 18.6 11.1 11.6 12.1
81 11.78 6.6 7.8 7.3 7.9 6.4 8.9 9.3 9.7 18.1
82 8.78 5.4 5.7 6.1 6.5 6.6 7.2 7.6 7.9 6.3
83 7.18 4.4 4.7 3.8 5.3 5.6 5.9 6.2 6.3 6.8
86 5.68 3.3 3.7 1 9 4.2 4.4 4.7 4.9 11 1 3
83 4.48 2.7 2.9 3.1 1 3 3.5 3.7 3.8 4.8 4.2
86 3.58 2.2 2.3 2.5 2.6 2.8 2.9 11 1 2 1 3
87 2.78 1.6 1.7 1.9 2.8 2.1 2.2 2.3 2.4 2.5
88 2.88 1.2 1.3 1.4 1.5 1.6 1.7 1.7 1.6 1.9
89 1.48 .9 .9 1.8 l . l l . l 1.2 1.3 1.3 1.4

1.898 1.18 .7 .7 .8 .8 .9 .9 1.6 1.8
91 .88 .5 .5 .6 .6 .6 .7 .7 • 7 .8
52 .68 .4 .4 .4 .3 .5 .5 .5 .6 .6
93 .58 .3 .3 .3 .3 .4 .4 .4 .4 .4
96 .38 .2 .2 .2 .2 .2 .3 .3 .3 .3
93 .28 .1 .1 .1 .2 .2 .2 .2 .2

.1

.1

.1

.1

.2

.1

.1

.1

.1

.8

96 .18 .1 .1 .1 .1 .1 .1 .1
97 .18 .8 .1 .1 .1 .1 .1 .1
98 .18 .8 .8 .8 .8 .1 .1 1
99 .18 .8 .8 .8 .8 .8 .8
188 .18 .8 .8 .8 .8 .8 .8 .8 .8

1999 2088 2881 2882 2883 2884

98.8 1828 187.6 111.6 116.4 121.4
98.3 919 97.1 1828 166.3 111.6
68.7 84.8 67.5 91.2 95.1 99.2
71.6 74.7 77.8 81.1 84.6 B8.3
63.7 66.3 69.8 72.6 75.1 713
36.2 58.3 61.6 63.5 66.3 69.2
38.6 32.6 54.2 36.5 38.9 61.5
416 43.6 47.3 49.5 51.6 319
38.6 48.2 41.9 43.6 45.5 47.5
33.4 34.7 36.2 37.7 39.3 41.8
28.6 29.6 31.6 32.3 33.7 312
24.6 216 26.6 27.8 29.6 38.2
21.2 226 229 23.9 24.9 26.6
17.9 18.6 19.4 28.2 21.1 22.8
13.8 116 16.2 16.9 17.7 114
12.6 I I I 117 14.2 14.8 113
16.6 11.8 11.3 11.9 12.3 116
6.6 9.6 9.3 9.7 16.2 16.6
7.1 7.3 7.6 2 8 1 3 1 7
1 6 1 8 6.8 6.3 6.6 6.9
4.4 4.5 4.7 4.9 11 14
3.5 1 6 1 8 1 9 4.1 4.3
2.6 2 7 2 8 3.8 11 1 2
2.6 2.1 2 1 2.2 2.3 2.4
1.4 1.5 I.S 1.6 1.7 1.8
l . l l . l 1.2 1.2 1.3 1.3
.8 .8 .9 .9 1.6 1.6
.6 .6 .7 .7 .7 .8
.5 .5 .5 .5 .5 .6
.3 .3 .3 .3 .4 .4
.2 .2 .2 .2 .2 .3
.1 .1 .1 .2 .2 .2
.1 .1 .1 .1 .1 .1
.1 .1 .1 .1 .1 .1
.1 .1 .1 .1 .1 .1
.6 .6 .6 .6 .6 .6

2883 2866 2887 28U8 2889 2816

126.8 132.6 138.7 1411 132.1 159.4
115.9 121.2 126.7 132.6 139.8 1417
183.6 188.3 1113 1116 124.3 138.3
92.2 96.3 188.8 183.5 1113 113.9
81.8 83.5 89.4 916 98.1 182.8
72.2 75.5 79.8 82.6 66.6 98.8
64.2 67.1 76.2 73.5 77.6 88.7
36.3 58.8 61.5 64.4 67.5 76.7
49.6 31.9 54.2 56.8 59.5 62.4
42.8 44.8 46.8 49.8 51.4 53.9
36.7 38.4 48.2 42.6 44.8 46.2
31.6 318 34.5 36.1 37.8 39.7
27.2 28.4 29.7 31.1 32.6 34.1
23.6 24.6 25.1 26.3 27.5 28.9
19.3 28.1 21.8 22.6 23.1 24.2
16.2 16.9 17.7 18.5 19.4 28.3
13.6 14.2 14.8 15.5 16.3 17.1
11.1 11.6 12.1 12.7 13.3 13.9
9.1 9.5 9.9 114 18.9 11.4
7.2 7.5 7.8 12 1 6 9.8
1 6 5.8 6.1 1 4 6.7 7.6
4.5 4.7 4.9 11 5.3 5.6
1 4 3.5 3.7 1 9 4.8 4.2
2.5 2.6 2.8 2.9 1 8 3.2
1.8 1.9 2.6 2.1 2.2 2.3
1.4 1.5 1.5 1.6 1.7 1.8
1.8 l . l l . l 1.2 1.3 1.3
.8 .8 .9 .9 .9 1.6
.6 .6 .6 .7 .7 .7
.4 .4 .4 .4 .5 .5
.3 .3 .3 .3 .3 .3
.2 .2 .2 .2 .2 .2
.1 .1 .1 .1 .1 .1
.1 .1 .1 .1 .1 .1
.1 .1 .1 .1 .1 .1
.6 .8 .6 .6 .8 .6
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8 7 . 1 6 1  Op t ion s  f o r  Reducing ALB Cos ts
HOUSE RESEARCH AGENCY REPORTS

8 7 . 2 1 8  P roposed  Annu ity  Program v e r s u s  
I n d i v i d u a l  R e t i r em en t  Accounts

8 7 . 2 3 1  ALB C o s t s  unde r Need Based System

A P P E N D IX

The 1985 l e g i s l a t u r e  passed a b i l l  (Chap te r  99 ,
SLA 1985) t h a t  in c lud ed  two o p t i o n s  t o  reduce the 
c o s t s  o f  the  bonus program —  the  “ s t a i r s t e p p i n g "  
approach , where in  th e  number o f  p eop le  e l i g i b l e  t o  
r e c e i v e  the  bonus would be reduced by annua l 
in c r e a s e s  in th e  age o f  e l i g i b i l i t y  —  and the  
annu i ty  approach , where in  the  amount o f  th e  bonus 
would be reduced each y e a r  and an o p t i o n a l  annu i ty  
program, us ing  Permanent Fund d iv id e n d s ,  would be 
e s t a b l i s h e d .  Both o p t i o n s  begin the p ro c e s s  o f  
phas ing ou t  the  ALB. Karan Oakley/House Research, 3 /2 0 /8 7

Th is  d i s c u s s e s  th e  r e q u e s t  by R e p r e s e n ta t i v e  
Swackharamer t o  see whether an i n d i v i d u a l  would 
r e c e i v e  more money f rom  inves tment o f  t h e i r  PFDs 
in  th e  annu i ty  program as p roposed in  SB 56 ,  o r  in  
an I n d i v i d u a l  R e t i r em en t  Account (IRA) and what 
advantages o r  d i s ad van tag e s  o f  th e  annu i ty  program 
might a f f e c t  p a r t i c i p a t i o n  in  th e  program. 
G e n e r a l l y ,  th e  same amount o f  money c ou ld  be 
ea rned .  The rema inde r  o f  the  a n a l y s i s  e x p l a in s  
the  d i f f e r e n c e s  between the  two o p t i o n s ,  Karen
Oakley/House Research, 5 /3 /8 7 .

R ep r e s e n ta t i v e  A1 Adams proposed two m o d i f i c a t i o n s  
t o  the  ALB in  HB 151 .  1) Pe rsons  w ith  incomes
l e s s  than $ 2 0 ,0 0 0  would r e c e i v e  a month ly bonus o f  
$ 250 ;  pe rsons  w ith  incomes between $ 2 0 ,0 0 0  and 
$ 2 5 ,0 0 0  would r e c e i v e  a reduced month ly bonus 
v a r y in g  between $25 and $225 ;  and pe rsons  with 
income g r e a t e r  than  $ 2 5 , 0 0 0  would be i n e l i g i b l e .
2) P e rsons  w ith  incomes l e s s  than $ 2 0 ,0 0 0  would 
r e c e i v e  a month ly  bonus o f  $250 ,  and pe rson s  with 
incomes g r e a t e r  than  $ 2 0 , 0 0 0  would be i n e l i g i b l e  
f o r  th e  bonus. Karen Oakley/House Research , 3 /3 1 /8 7



8 7 . 2 3 7  ALB Coo ts  unde r Need Based System

8 7 .2 7 2  ALB C o s t s  unde r Need Based System

8 7 . 2 7 5  E f f e c t  on P u b l i c  A s s i s t a n c e  f rom 
Reducing o r  E l im in a t i n g  ALB

R e p r e s e n t a t i v e  Fran Ulmer p roposed  a m od i f i c a t i o n  
t o  the  ALB in  HB 151 t h a t  in c luded  1) p e rs on s  with 
incomes l e s s  than $ 2 0 , 0 0 0  would r e c e i v e  a month ly 
bonus o f  $ 2 2 5 ;  2) P e rs on s  w ith  incomes g r e a t e r  
than  $ 2 0 ,0 0 0  would r e c e i v e  a month ly  bonus o f  $225 
in  FY88; in  subsequent y e a r s ,  th e  bonus amount 
would be reduced by $25 each y e a r  u n t i l  th e  bonus 
amount re a che s  $0 in  FY97 ; 3) I n  FY97, once the 
bonus amount re aches  $0 f o r  a l l  r e c i p i e n t s  with 
incomes g r e a t e r  than  $ 2 0 , 0 0 0 ,  the  bonus program
ends . Karen Oak ley/H ou ie R e ita rc h , 4 / 0 / 0 7 .

De te rm in a t i o n  o f  c o s t s  under R e p r e s e n t a t i v e  Sund's 
p r o p o s a l  i f  th e  age c r i t e r i o n  were e l im in a t e d ,
i . e . ,  p e rs on s  tu rn in g  65 y e a r  a f t e r  Janua ry  1,
1988 and meet ing the  income c r i t e r i a  would be 
e l i g i b l e  t o  r e c e i v e  th e  bonus. Karen 0«kl«y/Mou*e Research, 
4 /2 1 /0 7 .

D iscu s se s  th e  l i k e l y  impact o f  p r o p o s a l s  t o  
reduce and e v e n t u a l l y  e l im i n a t e  the  A laska  
L ongev i ty  Bonus (ALB) on th e  c o s t  o f  p u b l i c  
a s s i s t a n c e  programs t h a t  p r o v id e  suppo r t  t o  needy 
e l d e r l y  A la s k an s .  One p r o p o s a l  would p r o v id e  a 
bonus o n l y  t o  i n d i v i d u a l s  t h a t  t u rn  65 y e a r s  p r i o r  
t o  1 / 1 / 8 8 ,  and t h a t  have an a d ju s t e d  g r o s s  income 
l e s s  than $ 2 5 , 5 0 0  making the  bonus amount v a ry  
f rom $200 t o  $17 p e r  month depending upon 
r e c i p i e n t ' s  income, and which f i n a l l y  e l im i n a t e s  
th e  program because p e r s on s  tu r n in g  65 y e a r s  a f t e r  
1 / 1 / 8 8  w i l l  n o t  be e l i g i b l e  f o r  the bonus.
Another p r o p o s a l  would g r a d u a l l y  d ec rea se  the  
bonus amount t o  z e r o  o v e r  th e  nex t  15 y e a r s  and 
c r e a t e  an a n nu i t y  program t h a t  would a l l o w  
i n d i v i d u a l s  t o  s e t  a s id e  t h e i r  Permanent Fund
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8 7 . 3 0 3  P r o j e c t e d  C o s t s  o f  ALB under SB56

8 8 . 0 4 0  P o p u l a t i o n  G row th /Yea rs  o f  R es idency

88 111 P r o j e c t  Cos t s  o f  ALB i f  E l i g i b i l i t y  
Age I n c r e a s e d  t o  70 y e a r s

8 8 . 1 2 7  P r o j e c t e d  ALB C o s t s  under SB56

d i v i d e n d s .  When t h i s  an nu i t y  payment exceeds $250 
th e  bonus program ends . Karen oakiey /H ous* Research , 4 /2 0 /0 7 .

Committee S u b s t i t u t e  f o r  SB 56 would s e t  a 
schedu le  f o r  r e d u c in g  the  amount o f  t h e  month ly 
bonus p a id  t o  p e r s o n s  tu rn i n g  65 y e a r s  o f  age 
a f t e r  Ja  tuary 1 , 1 98 8 .  The s ch edu le  fc\* reduc ing  
the  bonus amount w i l l  be de te rm ined  by the  maximum 
poss ib le :  s t r a i g h t  l i f e  a n nu i t y  payment under the  
an nu i t y  p rog ram . Committee S u b s t i t u t e  f o r  SB 56 
(Jud) d e f i n e s  how t h i s  maximum p o s s i b l e  s t r a i g h t  
l i f e  a n n u i t y  payment i s  t o  be c a l c u l a t e d ;  i s  
s o l e l y  t o  p r o v i d e  a f o rm u la  f o r  r e d u c in g  the  bonus 
amount. Karen Oakley/Mouse Research , 5 /1 2 /0 7 .

Compares i n c r e a s e s  i n  A l a s k a ' s  e l d e r l y  p o p u la t i o n  
w ith  i n c r e a s e s  i n  t o t a l  A la ska  p o p u l a t i o n .  A ls o  
i n v e s t i g a t e s  a c l a im  t h a t  th e  number o f  o n e -y e a r  
r e s i d e n t s  r e c e i v i n g  the  ALB has r e c e n t l y  
i n c r e a s e d .  Karen Oakley/House Research , 1 0 /2 1 /0 7 .

P ro v id e s  a s e r i e s  o f  c h a r t s  showing th e  reduced 
c o s t  t o  th e  ALB program w h i l e  making i t  a v a i l a b l e  
t o  pe rsona  a t  age 7 0 .  I n  compar ison  t o  c u r r e n t  
programs and p r o p o s a l s ,  i n c r e a s i n g  t h e  age o f  
e l i g i b i l i t y  t o  70 y e a r s  s u b s t a n t i a l l y  reduces  the  
C O S t  o f  th e  p rog ram . Karen Oakley/House R esea rch , 1 /1 5 /0 0 .

P r o v id e s  p r o j e c t i o n s  o f  a n nu i t y  and bonus amounts 
u s ing  most c u r r e n t  p r o j e c t i o n s  o f  Permanent Fund 
D iv idend  payments . The bonus amount does no t  
reach  z e r o  u n t i l  a f t e r  y e a r  2 0 0 4 .  Karen  oakiey/H ouse 
Research , 1 /1 9 /0 0 .
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8 8 . 1 4 7  E f f e c t  o f  f u t u r e  PFD on th e  GF 
c o s t  o f  th e  ALB

8 8 . 2 4 9  E f f e c t  o f  L i f e  Expectancy V a lu es  
on Annu ity  Payments under SB57

8 8 . 2 7 2  SB56: Annu ity  Program Res idency
Requ irement and ALB Cost Comparisons

8 9 . 1 7 3  P r o j e c t e d  C os t s  o f  ALB under  SB 5 
and o t h e r  p roposed  m o d i f i c a t i o n s

D is cu s s e s  Rep. U lm e r ' s  r e q u e s t  t o  compare two 
a sp ec t s  o f  SB 56 -  how the"maximum s t r a i g h t  l i f e  
a n n u i t y "  i s  c a l c u l a t e d ,  and how changes t o  the  PFD 
p roposed  by SJR 40 would a f f e c t  th e  GF c o s t  o f  the 
aLB program in  th e  nex t  15 y e a r s .
D is cu s se s  how the  l i f e  expec tancy  v a lu e s  used t o  
c a l c u l a t e  th e  "maximum p o s s i b l e  s t r a i g h t  l i f e  
a n n u i t y "  payment a f f e c t  th e  bonus amount and the  
g e n e r a l  fund c o s t  o f  th e  l o n g e v i t y  bonus program.
K i r« t  Oakley/House Research , S /3 /M .

T h is  r e p o r t  answered two q u e s t i o n s  asked by Rep. 
W i l l i s .  An i n d i v i d u a l  need n o t  be a r e s i d e n t  o f  
th e  s t a t e  t o  be e l i g i b l e  t o  r e c e i v e  an an nu i t y  
payment f rom the  i n d i v i d u a l ' s  a ccoun t .  The ALB 
c o s t s  under  SB 56 would i n c r e a s e  s l i g h t l y  a t  
f i r s t ,  peak ing  i n  th e  l a t e  1990s  t o  about $65 
m i l l i o n .  The annua l  c o s t s  would then  d e c l i n e  
g r a d u a l l y  u n t i l  FY 2006 ,  when the  program would 
end. Under HB 151 ,  th e  ALB c o s t s  would 
immed ia te ly  d rop  t o  about $30 m i l l i o n .  By FY 
2 0 0 5 ,  th e  annua l c o s t  p r o j e c t i o n  would be $ 7 . 4
m i l l i o n .  Karan Oak Icy/House Research , 6 / 3 /M .

A n a l y s i s  o f  R e p r e s e n t a t i v e  B rown's r e q u e s t  t o  
p r o j e c t  th e  annua l  and cum u la t i v e  c o s t s  o f  th e  ALB 
program under s e v e r a l  p roposed  m o d i f i c a t i o n s  and 
t o  d i s c u s s  p r o j e c t i o n s  o f  g rowth in  A la s k a ' s  
s e n i o r  p o p u l a t i o n .  I n f o rm a t i o n  p ro v id e d  in  t h i s  
r e s e a r c h  pape r upda tes  House Resea rch  Agency 
Memorandums 8 8 . 1 4 7  and 8 8 . 1 2 7 .  Karen Oakley/House Research , 
1/30/M.
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8 9 . 1 7 3  (S upp lem en ta l )  P r o j e c t e d  C o s t s  o f  
unde r SB 5

8 9 . 1 8 1  P r o j e c t e d  Cos ts  o f  ALB unde r  SB 5

8 9 . 2 4 6  E s t ima ted  Cos ts  o f  ALB i n  FY90 
unde r v a r i o u s  m o d i f i c a t i o n s

M od i f i e d  g raphs -  removed i n f o rm a t i o n  f o r  th e  ALB 
o p t i o n s  t h a t  would f r e e z e  bonus a p p r o p r i a t i o n s  a t  
$50 and $60 m i l l i o n .
P r o j e c t s  the  annua l and cum u la t i v e  c o s t s  o f  the 
ALB under SB 5 which e s t a b l i s h e s  a s t a t e - s p o n s o r e d  
a n nu i t y  program as an e v e n t u a l  rep lacemen t o f  the  
ALB program . A l l  r e s i d e n t s  would be g iven  the  
o p p o r t u n i t y  t o  i n v e s t  t h e i r  PFDs in  an annu i ty  
a c c oun t ,  t h e r e f o r e ,  th e  bonus program would be 
a f f e c t e d  by changes t o  th e  PF. The p r ima ry  use o f  
th e s e  p r o j e c t i o n s  i s  f o r  comparing the  r e l a t i v e  
c o s t s  o f  the  d i f f e r e n t  SB 5 p r o p o s a l s .  Karen 
Oekley/Houte Re iea rch , 1 /3 0 /8 9 .

D is cu s s e s  e s t im a ted  c o s t s  o f  th e  ALB in  FY90 i f  
1) th e  program i s  unchanged, 2) no new r e c i p i e n t s  
a r e  a l l ow ed ,  3) new r e c i p i e n t s  a r e  a l low ed  but th e  
mon th ly  bonus amount i s  reduced t o  $ 2 2 5 . 0 0 ,  and 4) 
e l i g i b i l i t y  i s  based on need. The c o s t s  e s t ima ted  
a r e  f o r  bonuses o n l y ;  does no t  in c lu d e  
a d m in i s t r a t i v e  o r  h o ld  h a rm le s s  c o s t s .  Karen
Oakley/House Research , 2 /1 6 /8 9 .
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E n r o l l e d  D i l l  R e p o r t ,  SB 56

F i s c a l  n o te  on SB 56 ,  a n n u i t y  program 

E f f e c t  o f  SB 5 on PA Ho ld  Harm less  Group

F IS C A L  IN F O R M A T IO N

F i s c a l  A n a l y s i s  o f  CCS SB 56 ,  ALB an nu i t y  program. 
E xp la in s  f l aw s  in  the  program and what e f f e c t s  i t  
w i l l  have on c o s t s  t o  P i o n e e r s '  B e n e f i t s  and 
Re t i rem en t  and B e n e f i t s .
Shows c o s t s  o f  ALB a n nu i t y  program t o  the  D iv i s i o n  
o f  P i o n e e r s '  B e n e f i t s  and a l s o  t o  the  D i v i s i o n  o f  
R e t i rem en t  and B e n e f i t s ,  dated 3 / 8 8 .
T r a n sm i t t a l  l e t t e r  t o  S ena t o r  Pa t Pourchot . ,  from 
John R. T abe r ,  D i r e c t o r ,  D i v i s i o n  o f  P u b l i c  
A s s i s t a n c e ,  Department o f  H ea l th  ,nd S o c i a l  
S e r v i c e s .  Sena te  S t a t e  A f f a i r s  Committee 
reque s ted  a g raph  d e p i c t i n g  the  g r a d u a l  dec re a se  
in  th e  number o f  " 2 5 - y e a r "  ALB r e c i p i e n t s  who a re  
expected t o  be r e c i p i e n t s  o f  SSI from the  S o c i a l  
S e c u r i t y  A d m in i s t r a t i o n  under PA program vs the 
number o f  n o n - 2 5 - y e a r  r e c i p i e n t s  who a r e  expected 
t o  q u a l i f y  f o r  th e se  cash b e n e f i t s  and a s s o c i a t e d  
Medica id b e n e f i t s .  A l s o  in c lu d e s  a n a l y s i s  o f  
p r o b ab le  c o n cu r r e n t  e l i g i b i l i t y  f o r  h e a l t h  
b e n e f i t s  under the  f e d e r a l  gove rnmen t 's  IHS 
program f o r  A la ska  N a t i v e s ,  da ted  2 / 1 5 / 8 9 .

page 6 or a
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OTHER DOCUMENTS

L e t t e r  t o  S en a to r  F a i k s ,  P r e s i d e n t  o f  the  ena te  
f rom Gove rno r  Cowper, s t a t i n g  re a s on s  f o r  v e to in g  
CCS SB 56 ,  da ted  6 / 4 / 8 8 .
Ques t ion s  and Answers about p roposed  l o n g e v i t y  
bonus a l t e r n a t i v e s .  P rep a red  by the  D i v i s i o n  o f  
S t r a t e g i c  P la n n in g ,  O f f i c e  o f  Management and 
Budget, September 1986 .
Chapte r 4 5 .  A la ska  L ong ev i t y  Bonus
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HOUbE AND SEN A TE B I L L S

SB 5

CS f o r  HB 151 (F in an ce )

"An Act amending and making e f f e c t i v e  an a n nu i t y  
program and amendments t o  th e  l o n g e v i t y  bonus 
program and th e  permanent fund d iv id end  program 
p ro v id ed  f o r  in  s e c s .  2 - 1 8 ,  ch . 9 9 ,  SLA 1 9 8 5 ;  and 
p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "  O f f e r e d :  
3 / 2 9 / 8 8
"An Act amending and making e f f e c t i v e  an a n nu i t y  
program and amendments t o  th e  l o n g e v i t y  bonus 
program and th e  permanent fund d iv id end  program 
p ro v id ed  f o r  i n  s e c s .  2 - 1 8 ,  ch . 9 9 ,  SLA 1 98 5 ;  and 
p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "  In t r o d u c e d :  
1 / 9 / 8 9
"An Act r e l a t i n g  t o  th e  l o n g e v i t y  bonus p rog ram ; 
and p ro v i d i n g  f o r  an e f f e c t i v e  d a t e . "  O f f e r e d :  
5 / 5 / 8 7
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l u n c i u .  Alaika 991110100 

Mail S ioo 3100 
(907 ) 4£ 5 .}99 l

A L A SK A  S T A T E  L E G ISL A T U R E  
H O U S E  O F  R E PR E SE N T A T IV E S 

R E S E A R C H  A G EN C Y

January 30, 1989

MEMORANDUM

TO: Representative Kay Brown

ATTN: Eric Myers

FROM: Karen O a k l e y ^
Legislat ive  Analyst

RE: Projected Costs of  the Longevity Bonus Progran Under Senate Bill  5 and
Other Proposed Modifications 
Research Request 89.173

You asked us to  project  the  annual and cumulative costs of the Alaska Longevity 
Bonus (ALB) program under several  proposed modifications and to discuss 
pro jec t ions  of  growth 1n Alaska 's  senior  population. House Research Memorandum 
88.040 (attached) provides information on the expected growth r a t e  of  Alaska's 
senior  population. Analysis of  the  costs of the ALB program under various 
modif ications i s  provided here .  This memorandum updates information provided 
in House Research Agency Memorandums 88.147 and 88.127. Copies of these memos 
are  also attached.

You asked us to analyze the costs  o f  the following proposals to modify the ALB 
program:

1) Senate B111 5. Considered during l a s t  session as Senate 8111 56, 
t h i s  b i l l  would e s t a b l i s h  a state-sponsored annuity program as an 
eventual replacement of  the  ALB program. All res iden ts  would be given 
the opportunity to  Invest  t h e i r  Permanent Fund Dividends (PFDs) in an 
annuity account. Residents turning 65 a f t e r  January 1, 1991 would be 
e l i g ib le  to receive  a longevity  bonus, but the bonus amount would be 
reduced by an amount equal to  the annuity tha t  would have been paid to 
th a t  person had they so Invested each PFO received a f t e r  December 31, 
1990. Persons turning 65 p r io r  to January 1, 1991 would be e l ig ib le  
for the curren t  S250 monthly bonus fo r  the remainder of t h e i r  l iv e s .

Because SB 5 would l in k  the  bonus amount to the s ize  of future PFDs, 
the cost  of the  bonus program will be affected by changes to the 
Permanent Fund. Two proposals to change how the earnings of the fund 
are d i s t r ib u te d  are c u r ren t ly  under d iscussion, and you asked how these 
changes would a f f e c t  the cos t  of  the bonus program under SB 5. The two 
proposals are:



Representative Brown

January 30, 1989

Page 2

(a) Senate Jo in t  Resolution 5. Under SJR 5, considered during l a s t  
sess ion as SJR 40, the  d i s t r i b u t i o n  of the earnings of the 
Permanent Fund would be changed fo r  a f ive  year period In order to 
amass a budget s t a b i l i z a t i o n  fund. During th is  period,  the net 
cap i ta l  gains from the sa le  of Permanent Fund Investments during 
the p r io r  year would be added to the  fund p r inc ipa l .  The remainder 
of  the earnings of the  Permanent Fund would be d i s t r ib u t e d  as 
follows: 40 percent to  dividends;  30 percent to In f la t io n
proofing;  and 30 percent  to the new budget s t a b i l i z a t io n  fund. 
Currently, cap i ta l  gains are t r ea te d  as earnings, and 50 percent 
of earnings ( I . e . ,  c a p i ta l  gains and I n te re s t )  are used to  compute 
dividends,  with the remainder divided botween In f la t io n  proofing 
and an In f la t io n  proofing reserve  account. Because SJR 5 would 
su b t rac t  cap i ta l  ga l r s  from d i s t r i b u t a b l e  earnings and reduce the  
percentage of d i s t r i b u t a b le  earnings avai lab le  for  dividends,  SJR 
5 will  reduce ti'e s i z e  of fu ture  PFDs. You asked us to  evaluate  
ihe e f f e c t s  of SJR 5 on the cos ts  of the ALB program under SB 5 
assuming cap i ta l  gains of  both 10 percent and 20 percent  of to ta l  
earnings.

(b) House Jo in t  Resolution 13. HJR 13 is Governor Cowper's 
education endowment proposal .  He proposes to c rea te  an education 
endowment account with in  the Permanent Fund; Income from t h i s  
account may be appropria ted only f o r  elementary and secondary 
education. To fund the endowment, a t  l e a s t  40 percent  of  the 
Income of  the Permanent Fund would be placed In the  endowment 
account each year fo r  twenty years .

This proposal would reduce fu tu re  PFDs because only 60 percent  of 
Permanent Fund earnings would be ava i lab le  for In f l a t io n  proofing 
and dividends. I f  50 percent o f  the remaining earnings are used 
to compute dividends,  dividends wil l  decl ine .  In addit ion ,  
In f l a t io n  proofing would be in s u f f i c i e n t  to  p ro tec t  the corpus of 
the fund, with the  r e s u l t  t h a t  fu ture  earnings,  and there fo re  
fu ture  dividends,  w i l l  be smaller .  A l te rna t ive ly ,  1f the  fu l l  
amount needed fo r  I n f l a t io n  proofing 1s used for  t h a t  purpose, the 
percentage of earnings a v a i lab le  for  dividends wil l  be d i r e c t l y  
reduced.

2) Freeze Appropriat ions and Roduce the Bonus Amount Pro Rata. Under 
t h i s  modif icat ion,  the  annual appropria t ion  to pay fo r  longevity 
bonuses would be frozen a t  approximately I t s  current  l e v e l ,  and the 
monthly bonus amount would be reduced pro r a t a .  All persons 65 years 
and o lder  would be e l i g i b l e  fo r  the bonus, and all  would receive  the 
reduced bonus amount. You asked us to evaluate three  appropria t ion 
le v e ls :  $50 m il l ion ;  S55 m il l ion ;  and $60 mil l ion.
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3) Reduce the  Bonus Amount Five Percent Per Year. Under th is  
modif icat ion,  the monthly bonus would be reduced by five percent each 
year. All persons 65 years and o lder  would be e l i g ib le  for  the bonus, 
and a l l  would receive the reduced bonus amount.

In t h i s  memorandum, we have used the same senior  population numbers, In te res t  
r a t e s ,  and l i f e  expectancy values t h a t  were used 1n our p r io r  memorandums on 
the bonus program. In our analysis  of the  costs  of the program under SB 5, 
we have updated the projections of fu ture  PFDs. We used Department of  Revenue 
Fall 1988 p ro jec t ions  of future PFDs for  two revenue forecast  leve ls :  low and 
mid.

Altbougn you asked us to analyze cos ts  of the various proposals through FY 
2010v we have not projected costs beyond FY 2005, which 1s as f a r  as the 
Department of  Revenue pro jec ts  dividends.  We believe the trend 1n re la t iv e  
cos ts  of the proposals 1s apparent by FY 2005. As wt have discussed before, 
the  primary use of these  projections 1s for  comparing the r e l a t i v e  cos ts  of  the 
d i f f e r e n t  proposals .  Except for the most Immediate years,  these projections 
should not be used to make judgments about the absolute costs  of any proposal.

Tables 1 and 2 summarize projected costs  of the longevity bonus program as 
modified by SB 5 under low and mid revenue forecas ts ,  respec t ive ly .  Four 
scenarios  are  analyzed for  each revenue fo recas t  leve l :  1) No change 1n the
d i s t r ib u t io n  o f  Permanent Fund earnings;  2) SJR 5 with cap i ta l  gains equaling 
10 percent of Permanent Fund earnings; 3) SJR 5 with capi ta l  gains equaling 20 
percent of Permanent Fund earnings; and (4) HJR 13. Both tab les  a lso Include 
cos t  p ro jec t ions  for  the current  program. Tables showing the determination of 
annuity payments, bonus amounts and t o t a l  program costs fo r  each scenario and 
revenue fo rec as t  level are found 1n Appendices A-0. Appendix E contains graphs 
comparing the  dividend amounts, bonus amounts, annual cos ts  and cumulative 
cos ts  under the mid-level revenue fo rec as t .  Appendix F contains comparable 
graphs for  the  low-level revenue fo rec as t .

In Table 3, the  costs  of the current  program are  compared to costs  of the other 
proposed modif ica t ions .  For s im plic i ty ,  only one projection of the costs  under 
SB 5 1s shown--the 'no change 1n d i s t r ib u t io n  of Permanent Fund earn ings '  for 
the  mid-level revenue forecas t .  Appendix G contains graphs comparing the bonus 
amounts, annual costs  and cumulative cos ts  of  these proposals.

^ e  have not attempted to update the senior  population numbers. These 
numbers are not adjusted for  economic changes as are the to ta l  population 
numbers used by the Department o f  Revenue In th e i r  fo recas ts  of future 
Permanent Fund Dividends. Arguably, changes in the economy have a less 
Immediate Impact on the number of e ld e r ly  persons l iving in Alaska than on the 
numbers of younger persons.
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The costs  of the various proposals to modify the longevity program can be 
summarized as follows:

1) Current p ro jec t ions  of future PFDs are lower than previous
projec t ions  (even without any changes 1n the d i s t r ib u t io n  of Permanent 
Fund earn ings) ;  the costs  of the bonus program under SB 5 are therefore 
higher. Using current  PFD pro jec t ions ,  the bonus amount 1s not
expected to reach zero unt i l  a t  l e a s t  FY 2006.

2) Both of  the proposals to change the d i s t r ib u t io n  of Permanent Fund 
earnings wil l  Increase the costs  of the bonus program under SB 5. The 
education endowment proposal (HJR 13) reduces PFDs the most and 
therefore  causes the g rea tes t  Increase 1n bonus program cos ts .  Of the 
two budget s t a b i l i z a t i o n  fund (SJR 5) scenarios,  the scenario 1n which 
capi ta l  gains are assumed to equal 20 percent of Permanent Fund 
earnings causes a g rea te r  increase in bonus program cos ts .

3) Whether one uses the mid or low levr l  revenue forecas ts ,  the 
re l a t iv e  co s t s  of  the bonus program under the v a r i o s  SB 5 scenarios 
remain the  same.

4) In reviewing the cumulative costs  of  the various proposals over
the next 15 y ears ,  i t  1s Important to remember tha t  two of the
proposals--SB 5 and reducing the bonus by f ive percent each year--  
eventual ly  end the bonus program. Under SB 5, the bonus program would 
most l i k e l y  end no sooner than FY 2006. Reducing the bonus five  
percent per  year  would end the bonus program 1n FY 2020, i f  bonus 
payments were stopped once the bonus amount reached f i f t y  do l la r s .  
Freezing appropr ia t ions  a t  a given level wil l not end the program.

As you requested,  we are  providing the Information we have been able to prepare 
by January 30. Although we have provided a l l  the Information you requested, 
we have not provided much de ta i l  on how we derived the numbers presented. We 
would be happy to  meet with you and/or l e g i s l a t o r s  or s t a f f  to provide 
addit ional  exp lanat ion .  Please contact  myself or David Teal for  fur ther  
information.

Attachments

Because the bonus amount Is reduced by five percent each year, the 
reduction in the d o l l a r  amount of the bonus gets  smaller as years go by. I t  
would take an I n f i n i t e  number of years to reduce the bonus completely to zero. 
Presumably, the l e g i s l a t u r e  would adopt a c u t -o f f  poin t ,  and once the bonus 
amount reached th a t  po in t ,  the oonus program would end.
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Daperteant oI lovenue fe ll 11*1 Projection of Future PFDa 
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Aeount
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III! 11.112 0 I2S0 S2.I 1250 92.1 I2SI 52.1 1250 S2.I <2)1 152.1
IIM IMIS 0 2SI ST.2 2SI ST.2 2S0 57.2 2S0 57.2 250 57.2
m i II.ISI 1,111 2SI 10.2 250 10.2 2SI 10.2 ISO 10.2 251 11.2
IN2 17,211 3,712 211 12.7 241 <2.7 241 12.7 24) 12.7 251 13.1
III) 11,312 S,ISS 23) 14.1 23S •5.1 231 IS.) 2)1 IS.I 251 l l . l
III* IS,17) 7,11) 221 H .i 221 H .I 2)1 17.0 231 17.0 250 11.7
t i l l 11,101 I.3S7 2IS 10.0 22) <1.1 225 II.I 221 11.2 254 l l . l
m i D.7S) 11,111 211 10.7 211 70.1 211 71.4 221 71.7 2SI 74.1
HIT 12,111 12,713 IIS l l . l 211 70.0 212 71.1 215 71.1 251 l l . l
m i 12,111 11,1)1 IIS 10.) 210 7l.fi 214 71.7 210 72.1 251 71.1
m i 11,2)1 11,071 II) <7.2 III 70.7 IIS 71.0 204 73.2 251 12.1
Mil I0.SI7 17,710 III IS.7 III l l . t IIS 71.1 117 73.0 251 14.1
n i l 1.7)3 11.110 III 13.) HI II .) 172 11.3 III 73.7 751 II.S
211) 1,171 31,010 1)2 IM IS4 €S.) ISI I I I 114 73.4 250 >4.2
2113 M IS 22.70S III SI.S 131 <2.9 142 l).S 176 72.1 251 l ) . l
3111 T.SJ) 21,112 II SI.7 122 SI.S I2S SI.) III 72.1 211 ll.fi
2MS 1,011 21,311 I I ' 41.1 I0S 53.1 117 SI.) III 71.1 251 II. 1

emulative Co«t SI.040.3 11,014.1 |I ,II2 .I <1,111.1 11,304.)

Note: IN* bonus aeour.ts thorn aro the Mount i that eould be paid to poraona turning IS years aft or January I. Ilf 1; pari one turning 
IS yoara prior to January 1, l i l t  Mould receive a <251 eonthly bonus.

Frepared by the Houte leeeerch Agency, January t i l l  (II-I73P).
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EFFECT Of CHANGES JN THE “ OF PERMANENT FUMO FARMIM&S Ot! THE COST OF THE LONGEVITY BONUS PROGRAM AS MOOIflEO BY SENATE BILL 5
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C u rra n t P rg g ra a
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Yaar l - l - l l l - l - l l Aaount Coat Aaount Coat Aaount Coat Aaount Coat Aaount Coat

l l l l I T , 542 0 1251 5 2 .1 1256 S 2 . I I2 S I 5 2 .1 I2S 0 5 2 .1 1251 152 1
l l l l I M I S 1 2 S I 5 7 .2 2S I S 7 .2 2S0 S 7 .2 250 5 7 .2 251 S I . 2
111 ) 1 1 ,15 1 1 .9 1 9 251 1 0 .2 250 1 0 .2 2S I 1 0 .2 250 1 1 .2 251 1 0 .2
IH 2 17 ,251 3 ,7 1 2 211 1 2 .7 241 1 2 .7 241 1 2 .7 243 1 2 .7 2S0 l l . l
l l l l it, m 5 ,1 5 5 2 )2 1 4 .1 2 )4 IS .O 2 )S IS O 2 )1 1 5 .1 2S I l l . l
l l l l 1 5 ,1 7 ) 7 , 1 1 ) 2 2 ) 1 1 .3 227 1 1 .7 221 l l . l 230 1 7 .0 250 6 1 .7
I I I S 14 ,11 1 1 ,3 5 7 213 • 7 . 7 220 I I .  5 222 l l . l 225 10.1 250 7 1 .1
l l l l 0 , 7 $ ) 11,111 212 1 1 .2 212 I I . S ( IS 7 0 .0 211 7 0 .5 251 7 1 .1
I I I ) 1 2 ,1 1 1 1 2 ,7 1 ) 110 1 7 .1 214 l l . l 207 7 0 .4 2 1 ) 7 1 . ) 2S0 7 1 .1
l l l l 1 2 .111 1 4 ,4 )1 171 1 7 .1 114 7 0 .0 I I I 7 0 .7 207 7 2 .1 251 7 1 .1
l l l l 1 1 ,2 1 1 11 ,174 114 IS .B 114 1 1 .3 I I I 7 0 .2 200 7 2 .S 2 S I 1 2 .1
) IM II,SO T 17 ,7 5 1 ISO 1 ) 4 171 r . o 171 I I . 0 113 7 2 .1 2S0 1 4 .0
2 H I 1 . 7 ) ) 1 1 ,4 1 1 0 4 1 1 .4 1ST is . i 112 l l . l I IS 7 2 .3 250 1 7 .S
2 1 6 ) 1 ,1 7 1 2 1 ,1 1 1 I I I 5 1 .4 141 1 2 .1 I IS 1 3 .1 177 7 1 .1 2S0 1 0 .2
2 1 1 ) 1 ,2 4 5 2 2 ,7 1 $ I I SI.S 1 2 ) 5 1 .4 121 5 1 .3 I I I 7 6 .1 251 D.1
2164 7 . S ) ) 2 1 .4 1 2 71 4S .S 104 S 3 .2 107 $ ) . ! ISI 1 1 .4 250 1 6 .1
2 I IS 1 ,1 4 1 2 1 ,3 1 1 S I 3 1 . ) 1 ) 4 1 .1 IS 4 7 .5 ISO 1 7 .1 251 I I .  1
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P raparad  by th a  Houaa ftaaaarch  Agancy, Janu a ry  l l l l  ( l l - I D Q ) .
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FrHii Appropriation! and Raduca tha Bonus Aaount Pro Rata 
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TABLE )
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2 1 1 ) 3 1 .1 )1 131 S0.I I I I SS.I M l I I . 0 121 47.1 I I SI.S
2114 32.01$ 1 )1 Sl.l 113 SS.I 151 10.1 122 M . l 71 4S.S
20IS 33.201 I2S 51.0 131 S S . I M l < 0 .0 IM 41.2 S I 31.3

Cuw u la tlv a  Coat M S I . ! f131.0 M.OOI.I MIS.4 I I . I I S . 1

* *  Tha bonua aaount g lv an  f o r  th a  Sana ta  l l l l  S o p t io n  (a  t lw  aaount th a t  a paraon  tu rn in g  IS  yaa ra

C u rran t A rograa

lonua AvmmI 
Aaount Coat

I1SI
Ml
Ml
2.VI
MO
Ml
Ml
Ml
Ml
2S I
Ml
2S I
251
2S0
Ml
Ml
Ml

M 2-1  
S T .2 
11.2 
I). I
11.1
11.1
71.1 
!<>!
11.1
11.1
12.1
14.1 
IT.S
11.2 
M . l  
H i  
M.l

Janua ry  I ,  l l l l  would r a c a lv a ;  paraona tu rn  In
IS  y a a ra  p r i o r  to  January  I ,  l l l l  would r a c a lv a  a M S I a o n th ly  bonu r. 
and o ld a r  would ra c a lv a  th a  l la t a d  bonua a aou n t.

f o r  th a  c u r ra n t  p ro g ra a  and th a  o th a r  op t Io n a , a l l  paraona IS  yaara

P rapa rad  by th a  Houaa la a a a rc h  Agancy. Jan u a ry  l l l l  ( I I * I 7 ) C ) .



APPENDIX A 
ALB undar SB 5 t Ho Chang* In 

D is t r ibu t ion  of Ptmanant  Fund Earnings



IA l lE  l . l
MONTHLY ANNUITY PAYMENTS POSSIILE FROM INVESTMENT Of PERMANENT FUND 0JVIOCNOS IN AN ANNUITY

D la t r lb u t fo n  o f  P araanan t Fund Earn ing* Changad by Sanata J o in t  R a a o lu t lo n  S ( lo d g a t  S t a b i l i z a t io n  Fund) 
C a p ita l la ln a  •  I I  p a rcan t 
Navanua F o ra c a a t : low

CASE A CASE I

P e r ic n  tu rn in g  IS  In  c u r ra n t  y a a r P a r io n  Turning IS  on 1 - 2 - 1 1

Annuity la la n c a  o f Payaant
la la n c a  a t M onth ly p r i o r  y a a r 'a f r o a Coab lnad M onth ly

In t a r a s t M onth ly lo n g a v lt y an n u ity p r i o r M onth ly L on g a v lty
f l a c a l D iv idend la t a  o f Annuity Bonua account y e a r* * A nnu ity Bonua
Vaar Received 1.0% Payaant Aaount on J u ly  1 account Payaant Aaount

l l l l III) 1117.11 1117.11
1112 534 1,S ll.03 II.SI 241.42 S70.0S 1.7) 0.7) 241.27
IM) SSO 2,231.10 is.ei 23S.00 507.13 5.11 14.51 735.41
l l l l SIS 3,044.31 22. IS 227.15 103.14 f . t l 21.77 221.23
IIIS Sll 3,131.SI 30.lt 211.1) 120.22 1.40 27.21 222.74
IMS <05 4,131.11 31.11 211.04 <45.14 M 3 34.11 215.11
HIT ISI 1,015.72 41.IS 201.15 102.42 1.21 47.31 201.12
l l l l 731 7,411.11 10.20 111.10 715.10 1.15 I M )  200.47
l l l l 126 1,112.11 73.31 I7M I I7S.3S 9.40 51.13 111.07
2161 101 10.731.13 IM S 111.35 170.31 10.12 11.75 111.25
2101 III 12,171.02 101.23 143.77 7,045.37 12.31 12.10 117.10
2112 1,0)1 IS.I20.4I 121.3) 123.17 1,110.07 II .01 11.21 ISM I
291) 1,071 17,521.07 141.11 101.34 1,140.4) 15.11 111.31 I3M I
2101 I.1IS 20,217.16 173.40 71.40 1,110.21 11.37 127.71 122.24
2IIS I.IS) 23.3SS.22 201.71 40.27 1,230.13 17.41 145.45 101.55

NOTES:
1 . E a t fa a ta a  of  a o n th ly  an n u ity  payaan ts baaad on O apartaan t of  Ravanua p ro ja c t lo n a  of  f u tu ra  

Paroanan t Fund O lv ld anda  ( F a l l  l l l l )  and an f n t a r a t t  n t o  of  n ln a  p a rc a n t .

2 .  L i f t  axpactancy va lu a a  wara p ro v id ed  by th a  A laaka  O apartaan t o f  la b o r ,  D aoog raph lc Raport No. I .  Oacaabar I N I .  

P rtp a ro d  by th a  Kouaa Raaaarch Agancy, January  t i l l  ( I I . I 7 3 F ) .



TA IL f 1 .2
PROJECTED COSTS O f THE LON6EV2TV SMUS PMOWt  AS MODIFIED IT  SENATE I IL L  S

D is t r ib u t io n  o f  Paraanan t Fund Earn ings Changed by S sn a ts  J o in t  R e s o lu t io n  S ( lu d g s t  S t s b D l i s t l o n  Fund) 
C a p i t a l C a in s •  10 p a rcan t 
Revenue F o r a c a i t :  Low

TOTAL PROGRAM COST Aga IS  by Jan . I ,  1991 Aga IS  a f t a r  J an . I ,  l l l l

Y ea r

( a l l I l o n a )  

Annual C u e u li t lv e
Nuabar o f  
la c lp la n t s

M onth ly
•onus

Coat
( a l l l l o n s )

Nuabar of  
R ec ip ie n ts

M onth ly
Bonus

llll 1 2 .1 1 2 .1 1 7 ,5 4 2 250 S 2 . I
llll 5 7 .2 101.1 11 .045 250 5 7 .3
l l l l 1 0 .2 171 .1 11 ,151 250 S I .S 1 ,111 2S0
1112 1 2 .7 2 ) 2 .7 1 7 ,2 5 1 250 S l . l 3 ,7 1 2 241
l l l l l l . l 2 1 7 .1 1 1 ,31 2 250 4 1 .1 5 ,1 5 5 23S
I I I ! ll.l 3 1 4 .7 I S , 473 250 4 1 .4 7 ,4 4 3 221
Ilia ll.l 4 ) 1 . 1 1 4 ,11 1 250 4 3 .1 1 ,3 5 7 221
llll 7 1 .1 S U . I 1 3 ,7 5 ) 250 4 1 .3 11 ,111 211
H IT 7 0 .1 S 7 4 . I 1 2 ,11 1 250 21.1 1 2 ,7 )3 201
llll 7 1 .0 I4 S .2 12 ,111 250 3 1 .3 1 4 ,43 3 200
III! 7 0 .7 7 1 9 .1 11 ,21 1 250 3 3 .1 11 ,074 III
2101 ll.l 7 I S . I 1 1 ,30 7 250 S I .S 17 ,751 I I I
2111 I I . ) 1 5 4 .2 1 ,7 ) 3 2 5 0 ' 2 1 .3 I S , I I I I I I
2112 I S . I 1 2 1 .1 1 ,1 7 1 250 2 1 .1 2 1 ,0 1 1 IS4
2 0 1 ) 1 2 .1 1 1 2 .7 I .2 4 S 250 2 4 .7 2 2 ,7 1 5 131
2114 S I .S 1 ,1 4 1 .2 7 ,3 ) 3 250 2 2 .1 .74 ,412 122
2 I IS S 3 . I 1 ,1 1 4 .1 1 ,1 4 1 251 2 0 .S 2 3 ,3 1 1 I IS

Coat 
( a l l l i o n s )

I

P repa red  by th a  Kouaa Research  Agancy, Janu a ry  IM I  ( I I . I D A ) .



APPENDIX B
ALB under SB 5: D is t r ib u t io n  of Penunwit  Fund Earnings 

Affected by SJR 5, Capital Gains > 10 Percent



TAILE A .I
NONTHLY ANNUITY PAYNEMTS POSSIBLE FJION INVESTNENT OF PEWUNFN1 FUN0 OIVIDENQS IN AN ANNUITY

No Changa In  O fo t r Ib u C Io n  o f  P a raa n an t Fond E a rn fng a  
Navanua F o r re  »i t :  Low

CASE A CASE 8

h r t o n  tu rn in g  15 In  c u r r a n t  y a a r  P a ra o n  Tu rn ing  IS  on 1 - 2 - 1 1

F la c a l
Yaa r

O lv ld an d
fta ca fv ad

A nnu ity  
la la n c a  a t

In t a r a a t  
f t* ta  o f  

0 .0 1

N o n th ly
A nnu ity
P ayaan t

N o n th ly
lo n g a v l t y

Bonua
Aaount

O a lanca  o f  
p r i o r  y a a r 'a  

a n n u ity  
accoun t 

on J u ly  1

P ayaan t
f r o*

p r t o r
y a a r 'a

accoun t

C c*b ln»d
N o n th ly
A nnu ity
P ayaan t

N o n th ly
L o n g a v lty

lo n u a
Aaount

l l l l 11 13 I I I ) . 01 1 1 1 7 .0 0
I I I ) 713 1 ,7 1 0 .4 1 1 1 .5 0 2 4 1 .4 2 0 1 4 .5 0 0 . 7 ) 1 . 7 ) 2 4 1 .2 7
I I I ) 775 2 ,7 4 1 .2 5 1 7 .4 1 2 3 2 .5 1 0 2 7 .3 1 0 .3 7 1 7 .1 1 2 3 2 .1 1
l l l l 711 3 , 0 ) 2 . 4 1 2 7 .1 7 2 2 2 .0 3 0 3 1 .0 1 0 .7 0 2 5 .0 1 2 2 4 .1 1
ID S 010 5 ,0 4 2 .0 1 3 7 .0 1 2 1 2 .0 1 0 1 4 .1 0 1 .0 2 3 4 . 0 ) 2 1 5 .1 7
l l l l 11 2 1 .3 1 4 .4 1 4 1 .0 7 2 0 0 .1 ) 0 1 0 .0 4 1 .5 2 4 4 .3 5 2 0 5 .0 5
H IT I I I 7 ,1 0 1 .1 0 1 3 .2 5 1 1 1 .7 5 1 ) 1 . 4 0 1 0 .1 5 5 4 .5 1 1 1 5 .4 1
( M l 120 M O ) . s i 7 0 .2 4 1 7 1 .7 1 1 1 2 .1 0 1 0 .1 1 1 5 .4 1 1 0 1 .5 1
l l l l I l f 1 1 ,4 1 3 .7 5 1 5 .0 0 1 5 5 .0 0 1 .0 2 5 .0 7 1 1 .7 5 7 7 .1 1 1 7 2 .0 4
i r « 1 ,1 0 ) 1 3 ,5 1 1 .1 1 1 1 3 .0 1 1 7 4 .3 1 1 .0 7 0 .7 0 1 2 .1 0 0 0 .0 3 1 1 0 .1 7
2101 1 ,0 1 3 1 5 ,0 3 1 .2 0 1 ) 4 .5 2 1 1 5 .4 0 1 .1 1 3 .4 0 1 3 .1 3 1 0 3 .4 7 1 4 1 .5 3
2 (0 2 1 ,0 7 1 1 0 .5 2 2 .2 1 1 5 7 .1 1 1 2 .3 1 1 , 1 5 1 .1 ) 1 4 .7 3 1 1 0 .2 0 1 3 1 .0 0
2 0 0 ) 1 ,1 1 7 2 1 .3 1 1 .1 1 1 1 3 .2 2 1 1 .7 0 1 ,1 1 2 .4 0 1 5 .7 1 137 I I 1 1 1 .0 1
2011 M 5 S 2 4 ,5 ) 1 .0 0 2 1 1 .5 0 3 1 .5 0 1 . 2 ) 2 . 1 1 1 1 .1 1 1 5 0 .1 0 1 0 .0 7
;oos 1 ,1 1 1 2 0 ,0 2 2 .1 1 2 4 2 .7 3 7 .2 7 1 .2 7 4 .1 0 1 0 .3 ) 1 1 0 .3 0 0 0 .7 0

NOTES:
I .  E i t fM t o *  o f  a o n th ly  a n n u ity  payvan ta  b a ia d  on  O ap a rta an t o f  Bavanua p r o ja c t lo n a  o f  f u t u r a  

P a ra a o a o t  Fund D lv ld u > d i ( F a l l  l l l l )  and an I n t a r a a t  r a t a  o f  n ln a  p a rc a n t .

2 .  L I f a  a xp a c tan cy  v a lu a a  wara p ro v ld a d  b y  th a  A la a ka  O ap a rta an t o f  L a b o r , O aaog raph lc  A *p o rt No. I ,  O acaabar l l l l .

P ra p a rad  by th a  Houaa K a a ra rc h  Aganoy, J a n u a ry  l l l l  ( 1 1 . 1 7 ) 1 ) .



JAJlf A.I
fWJfCIfO COSIS Of THE lCW6fy|ir 0ONUS MOMAK AS NOOtfllO IY SUAK f i l l  )

No Chartft In Olatrtbutlon ot faraanant fund hmfnfi 
lavanut focacaat i too

/OfAl fIONIAN COSt Aft IS by Jan. I, llll Aft IS tfltr Jan. I,

1 Mr

(til1 Iona) 

Annual Cuaulatlv*

Nuabar of 
lac If land

Nonthly
lonui

Cot l

(all Ilona)
Nuabar of 
faclflantt

Nonthl
lonua

llll S2.I 12.1 11,142 III I M
III! Sl.l III 1 IMIS 251 S7.2
llll 11.2 110.1 II.IIS 251 SI.S l.flf 7SI

III) 12.1 2)2.1 11,251 251 Sl.l 2.712 741
llll M.l 211.1 II.)I2 254 41.1 S.ISS 2)1
llll II.1 )fl.l IS.11) 251 41.4 7.44) 224
IMS III 1)2.1 14.111 251 41.1 1.257 IIS

llll III Sll.) 1).IS) 251 41.) II. Ill 201
llll M.l Sll.) 12.111 251 30.0 12.71) 115

llll ll.l 1)1.1 12.111 2SI )l.) 14.4)1 IIS

llll 11.2 214.1 11.211 2)1 ))• 11.174 II)

)lll IS.I Ilf.S la.SI) 251 21.5 17.751 III

2111 II.) ID 1 1.7)1 251 21.2 11.411 III

2112 II.) III.) 0.120 251 21.1 21.111 1)2
211) SI.S ISM 1,245 251 24.7 22,715 III
2111 SI.) 1.002.) 2. SI) 251 72.1 24.417 II
2111 41.1 l.tll.) 1,444 250 21. S 71.111 •1

l l l l

Coot
(■Illlana)

S.
If.
11.1
21.1
11.1 
I f . I  
111 
)M  
II.)
11.1

frtfirW by tha Houae Naaaarch Aftncy, January llll (ll.lt)J).



MONTHLY ANNUITY FAYNENTS F O S S IIIE  FAON INVESINEN1 OF FEANANENI FUND OIVIOFNOS IN AN ANNUITY

No Changa In  O la t r f b u t lo n  o f  P a ro a n a n t fu n d  E a rn in g *
Naranu# Fomcaat: Hid

CASE A CASE I

IAll I A.)

Faraon turn Inf IS In currant yaar Faraon Turning IS on 1-2*11

f

Flacal
Taar

Olvfdand
Nacalvad

Annuity 
lalanoa at 
Intaraat 
lUta of 

• . I t

Monthly
Annuity
Fayaant

Nonthly
longavlty

lonua
Aaount

lalanca of 
prior yaar'a 

annuity 
account 

on July 1

Fayaant
froo
prior
yaar'a
account

Coablnod 
Nonthly 
Annuity 
Fayaant

• • • • •

Monthly
longavlty

lonua
Aoount

llll 1 1 2 2 1 1 7 7 .4 1 1 1 7 7 .4 1
1112 I I I l . l t l . S ) t i l l 2 1 1 .2 2 I S S . I 7 1 .1 2 l . l ) 7 4 1 .1 7
I I I ) • 4 2 2 ,1 7 1 .4 1 1 7 .1 2 2 2 2 .1 1 1 1 1 .1 4 1 .7 1 1 7 .1 2 2 ) 7 . 2 1
iici I I S 1 ,1 1 9 .7 4 2 1 .4 2 2 2 1 .S I 1 1 1 .7 1 l . l l 2 7 .1 1 7 2 2 .1 2
I I I S I I S 5 ,4 2 1 .4 1 4 1 . ) ) 2 1 1 .1 7 1 7 1 .7 1 11.11 ) 7 . 2 I 2 1 2 .7 1
m i I I I 1 , 1 ) 1 . IS S ) . I 2 111.21 1 ,1 2 4 .1 1 I I . 7 S 1 7 .1 1 2 1 2 .1 1
HIT I . I H I . I I S . 2 I I I . S I 1 1 1 .4 2 1 ,1 7 1 .1 1 1 1 .5 7 S I . S I 1 1 1 .4 4
llll 1 1 ,1 1 2 l l . S 4 l . I S I S . 42 I I I . S I 1,1)2.11 I 2 .S 2 7 2 .1 1 1 7 7 .1 2
llll I . I H I 2 . I I I . S 2 1 1 4 .2 2 1 4 1 .1 1 1 ,1 1 1 .2 2 1 2 .5 1 I S . 14 1 1 4 .2 1
2111 1,171 I S . I 7 I . 2 S I 2 S .4 I 1 2 4 .S I 1,251.11 1 4 .7 2 111.21 1 4 1 .1 4
2111 1 ,2 2 1 1 7 ,7 ) 1 .1 2 III.IS I I I . I S l , ) l ) . 4 2 IS.12 1 1 1 .2 1 1 )2 .7 2
2112 1 ,2 1 1 2 1 ,1 1 1 .1 1 1 7 5 .4 7 7 I .S 9 1 ,1 5 4 .1 1 1 7 .2 1 I2 2 .S 2 III.41
2 1 1 ) 1 ,1 1 7 2 ) . I S ) . 17 2 1 4 .1 1 4 S .2 I I . 4 I S . I I 1 1 .5 7 1 5 2 .9 1 17.11
2 Ml l.lll 2 7 .S 7 2 .2 I 2 2 1 .1 1 11.11 • 1 ,4 5 1 .2 1 2 1 . 1 ) 1 7 2 .1 ) 7 7 .1 7
2IIJ 1.4 IS It,NC.lt 2 7 2 .7 4 l.l! I . S I I . S I 2 1 .1 7 II).II SI.**

NOTES:
I. Eatlaataa of aonthly annuity payeanta baaad on Oapartaant of Xavanua projactlona of futura 
Faraanant Fund Dlvldandi (Fall 1911) and an Intaraat rata uf nlna porcant.

2. Ufa axpactancy valuaa aara provldad by tha Alaaka Oapartaant of labor, Oaoographlc laport No. I, Dacaobar llll.

Fraparad by tha Houaa Naaaarch Agancy, January llll (II.ITIS).



taole a . i
WOJECTEO COSTS OF THE LOWCVITY IONUS M06AAN AS NOO IflED  I T  SENATE D L L  S

No Chang* In  O la t r lb u t lo n  o f  P * r« *n * n t Fund E a rn in g *  
b *v*nu* F o r o c o f t i  Mid

TOTAL WOCRAN COST 
(■I I Hon*)

Ago IS  by J a n . I ,  l l l l A f«  IS  « f t # r  J i n .  I .  l l l l

U a r Annual C u u la t t v *
Nuobor o f  
X a c lp la n ta

N o n th ly
lo n u a

Coat
(■ III Io n a )

Nuobar o f  
R a c lp la n ta

N o n th ly
lo n u a

l l l l S l . l S l . l 1 7 .9 1 3 ISO S l . l
l l l l S M 101.1 I M I S ISO 5 7 .3
l l l l M . l 1 7 1 .1 ( M S I ISO S I .S 1 ,1 1 0 ISO
l l l l 1 1 .7 3 ) 3 . 7 1 7 .3 5 9 351 S l . l 3 .7 1 1 I I I
I I I ) l l . l 3 1 7 .1 ' I .M 3 ISO l l . l S . IS S 3 )3
l l l l I I . ) ) ! ) .! I S . 1 7 ) ISO l l . l 7 . 1 1 ) 331
m s 1 7 .7 1 ) 1 . 1 I I . M l 350 0 . 1 M S 7 3 1 )
m i 1 1 .3 l l l . l I M S ) ISO I t . ) I I .  I l f 303
t i n 1 7 .1 S I 7 . I 1 3 .1 1 1 3 S I 3 0 .1 1 3 ,7 1 ) no
m i 1 7 .1 1 ) 1 . 1 1 3 .1 0 1 ISO 3 1 .3 1 1 , 0 1 i n

J i l t I S . I 7 1 1 . ) 1 1 .3 )1 ISO H I 11 .0 7 1 in
i n i I M 7 1 ) . 1 I I . S 0 7 ISO 3 1 .5 I 7 . 7 S I ISO
m i M . l 1 7 1 .1 1 . 7 ) ) ISO 3 1 .1 11.110 1)1
io n S l.l I I 0 . S 9 .1 7 1 ISO 31.1 31,010 I l f
n i ) S I .S 1 ) 3 . 1 M I S ISO 3 1 .7 3 3 ,7 1 $ II
3011 I S .S 1 7 7 .S 7 . 5 ) ) ISO 13.1 3 1 .1 1 3 71
2005 3 1 . )  I .O I S . I M M ISO 3 0 .S 3 0 ,1 1 1 SI

Coot
(■ in to

Pr*p*r*d by th* Hooi# fttaaarch Agancy, January till (II.IT3T).



r v

NONTHLY ANNUITY FAYHEMIS POSSIBLE fRON INVESTMENT Of PERMANENT fUMO DIVIOENOS IM AN ANNUITY

D i s t r i b u t i o n  o f  Permanent fund  E a rn ing s Changed by S en a te  J o i n t  R e s o lu t io n  S (Budget S t a b i l i s a t i o n  fu n d ) 
C a p i t a l Detns •  IB  p o rc sn t  
Revenue f o r e c a s t :  Hi d

TABLE 1.3

USE A

P e rson  tu rn in g  IS  In  c u r r e n t  y e a r

CASE B

P e rson  T u rn ing  IS  on 1 -2 *1 1

f i s c a l
Y ea r

D iv id en d
R ec e ived

A nnu ity  
B a la n c e  a t  

I n t e r e s t  
R a te  of  

I I I

N o n th ly
A nnu ity
P ayeen t

N o n th ly
L o n g e v ity

Bonus
Aeount

la la n c a  o f  
p r i o r  y e a r ' s  

a n n u ity  
accoun t 

on  Ju l y  I

P ayaan t
f r o e

p r i o r
y e a r ' s

ac coun t

C oeb ln ed
N o n th ly
A nnu ity
P ayeen t

N o n th ly
lo n g e v i t y

Bonus
Aeount

l l l l M 2 ? 1 1 7 7 .1 1 | I 7 7 .4 1
1112 I l l 1 ,1 1 1 .1 4 I B .M 2 4 1 .3 2 5 5 4 .3 1 B .B 1 B . I 3 2 4 1 .1 7
1113 132 2 .4 3 B .4 7 1 5 .1 3 2 1 4 .B7 5 7 4 .5 5 1 .7 3 1 5 .5 5 2 2 4 .4 4
l l l l 151 3 ,3 4 4 .1 1 2 4 .1 4 2 2 5 .1 5 5 1 1 .1 4 7 .1 1 2 2 .4 4 2 2 7 .3 4
IB IS I I I 4 ,1 1 1 .3 1 1 1 .0 1 2 1 5 .1 2 7 1 5 .2 3 1 .4 7 3 1 .1 3 2 1 1 .1 1
l l l l 711 5 ,5 1 1 .1 1 4 2 .1 3 2 5 5 .BT 7 4 1 .2 2 1 .1 7 3 5 .1 1 2 I2 .B 5
l l l l 141 1 ,7 1 3 .1 1 5 4 .4 2 1 1 5 .5 1 7 1 7 .4 2 B .4S 4 4 .4 5 2 0 3 .5 4
l l l l I I I 1 ,1 1 1 .7 5 1 7 .2 1 1 5 2 .1 1 5 1 4 .7 0 B .2 4 5 5 .7 1 1 1 4 .2 1
l l l l I I I 1 1 ,1 5 2 .3 1 1 2 .1 2 1 5 7 .1 1 1 ,1 1 1 .4 5 1 1 .7 1 4 4 .4 4 1 1 1 .5 4
2 I IB 1 ,1 4 5 1 2 .1 7 2 .1 1 1 1 .4 4 1 5 1 .5 5 1 ,1 1 $ .5 4 1 2 .4 1 7 1 .1 4 1 1 1 .1 5
2111 1 ,1 5 1 1 4 ,1 1 7 .1 4 1 1 1 .4 2 111 .SB 7 ,2 2 1 .5 1 1 4 .2 1 1 1 .1 4 1 5 4 .1 4
2BB2 1 ,2 1 2 1 1 ,1 1 5 .1 1 1 4 2 .3 2 1 1 7 .5 1 1 ,2 1 3 .1 4 1 5 .2 5 1 0 1 .2 1 14 1 .1 1
2113 1 ,2 5 1 1 1 .1 2 1 .2 5 I I 7 .B 2 1 2 . IB 1 ,3 1 5 .4 4 1 1 .5 1 1 2 4 .1 1 1 2 1 .1 1
2 M I 1 ,2 1 1 2 2 ,1 1 1 .4 1 1 1 1 .1 4 5 3 .1 5 1 ,3 1 4 .4 1 I B . 13 1 4 5 .1 2 1 1 4 .1 1
2115 1 ,3 4 7 2 1 .5 1 7 .2 5 22 7 .S B 2 2 .SB 1 ,4 2 7 .1 2 H . l l 1 4 4 .5 3 1 3 .4 7

NOTES;
1 . E e t fe e te e  o f  M n t h ly  a n n u ity  p eyaae ta  besed  on B op e r ta e o t  e f  Revenue p ro je c t io n s  o f  f u t u r e

R em an en t f und D iv id en d s  ( f i l l  1 5 5 5 ) end «n I n t e r e s t  r a t s  o f  n in e  p e r c e n t .

2 .  L i f e  exp e c tan cy  v a lu e s  u e rs  p cu v ld ed  by th e  A la sk a  O ap a rta an t o f  L a b o r , O eeog reph lc  R ep o rt No. I ,  Oeceeber l l l l .

•  fen itifu  l l l l  / IS  HUM .



lA l t t  v . a  -  . ^ ^

MOJfCUO COSTS Of IH£ lONOtVITY IOMUS PAOOOAN AS MOIfUD IT 5fNAIfc bill >

O la t r lb u t lo n  o f  h ro tn o n t  fund  fa r n ln g a  Changad by O anata J o in t  la a o lu t l o n  5 ( lu d g a t  S t a b ! I l l a t i o n  fu n d ) 
C a p i t o l  (U ln a  •  10 p a rc c n t 
ftavanua f o r a c a a t :  H id

TOTAL PNOMAN COST Ago IS  b y  Jon . I ,  l l l l
{ • t i l  Tons) ..........................................................................

.................................— — -  busb a r o f  N o n th ly  Coat
Y aa r Annual C u s u la t iv s  O a c fp la n ta  lo n u a  { • ( 1 1 fo n a )

Aga IS  a f t a r  J an . I .  t i l l

Nuabar o f  N o n th ly  Coat 
fU c lp fa n t a  lo n u a  ( a l l l l o n o )

l l l l S 2 . I S 2 .0 1 7 ,9 4 2 290
l l l l S T .2 1 0 1 .0 1 1 ,0 1 9 2S0
l l l l < 0 .2 1 7 0 .1 1 0 ,1 9 1 2 )0 2S0
H IT 1 2 .2 2 ) 2 . 7 1 7 ,2 9 0 2S0 211
l l l l I S O 2 1 7 .7 I I . ) I 2 290 2 )1
l l l l 1 0 .7 1 1 4 .4 1 9 ,4 7 ) 211 227
t i l l I 0 . S 4 1 1 .0 1 4 .4 4 1 291 220
l l l l 1 1 .9 $ 0 2 .S l ) , 7 S ) 290 212
l l l l 1 0 .0 S 7 2 . ) 1 2 ,1 1 0 290 201
l l l l 7 0 .0 0 4 2 . ) 1 2 ,1 0 1 250 I I I
l l l l I I . ) 7 ) 1 . 9 1 1 .2 9 1 290 I I I
T IO I ( 1 . 0 7 7 0 .9 1 0 ,9 0 7 250 171
T i l l IS .O 0 4 9 .3 0 . 7 ) ) 250 157
2012 0 2 .0 1 0 7 .0 0 ,1 7 0 250 I I I
2 0 0 ) 9 0 .4 I I I . ) 0 .2 4 9 250 1 2 )
2101 S J .2  1 0 1 1 .9 7 , 9 ) 1 250 104
2 I0 S 4 1 .1  1 ,0 1 0 .4 < .1 1 0 250 0 )

Prsgarad by tha Houaa Naanarch Agancy, January llll (II-I71V).



APPENDIX C
ALB undar SB 5: D is t r ibu t ion  of Paraanant Fund Earnings 

Affactad by SOR 5, Capital Gains -  20 Parcant



TO

nOMTNLY AMMUIIY PAYMENTS POSSIBLE FRON INVESTMENT OF PFRNANENT FUND DIVIDENDS IM AN ANNUITY

D is t r i b u t i o n  o f  P a raan an t fond E arn in g s  Changad by S sn a ts  J o in t  R s s o lu t lo n  5 ( lu d g a t  S cob l 1 1 IOC Ion  fund) 

C a p ita l Aafna ■ 20 p a rcan t 
Navanoa F o ra c a a t : Mid

CASE A CASE B

TAJLE C.)

Paraon  tu rn in g  IS  In  c u r ra n t  y a a r  P a rson  Tu rn ing  IS  on 1 -2*11

F la c a l
Y aa r

O lv fd and
R aca lvad

A nnu ity  
la la n c a  a t

In t a r a a t  
Rata o f  

I .O t

M onth ly
Annu ity
Payaant

N on th ly
L on g a v lty

Bonus
Aaount

la la n c a  o f  
p r i o r  y a a r ' s  

a n n u ity  
accoun t 

on J u ly  1

Payaan t
f r o a

p r i o r
y a a r ' s

account

Coab ln sd
N on th ly
A nnu ity
Payaan t

N on th ly
L o n g a v lty

Bonus
Aaount

l l l l $ • « 1 1 7 7 .4 1 1 1 7 7 .4 1
1112 S42 1 ,5 ) 5 .0 4 l l . i l 2 4 1 .1 2 S 7 I .S I 1 .0 3 0 .1 3 2 4 1 .1 1
I I I ) S I2 2 .2 1 3 .13 I S . 11 2 3 4 .1 2 5 9 1 .1 4 S . I S 1 4 .7 1 2 3 5 .2 2
i i m S I ) 3 ,1 1 0 .0 7 2 2 .4 1 2 2 7 .5 1 1 2 2 .3S 1 .3 1 2 1 .0 1 2 2 1 .1 1
I I I  s 1 0 ) 4 ,1 2 2 .7 1 7 0 .1 7 2 1 1 .3 3 1 4 3 .7 0 I . I I 2 7 .7 1 2 2 2 .2 2
l l l l l ) S S , 1 1 2 . I I 3 1 .7 1 21B .21 1 7 7 .1 1 7 .0 1 3 4 .1 7 2 1 5 .1 3
H IT 700 1 .2 4 5 .5 1 S l . l l 1 1 1 .1 2 7 4 7 .2 S 7 .1 1 4 2 .S 3 2 0 7 .4 7
l l l l I I S 7 ,1 1 1 .4 1 11.11 1 1 1 .0 2 1 7 0 .0 1 1 .1 7 S I .  20 t l l . 1 0
l l l l 1 ) 7 1 ,3 1 2 .7 1 7 1 .1 1 1 71 .1 4 1 .0 0 0 .2 S 1 0 .41 D . i l 1 1 1 .3 1
2111 M I S I 1 . 3 7 4 . t 3 1 2 .1 1 I S 7 . I I 1 ,1 3 1 .1 1 1 2 .3 1 7 3 .1 7 1 7 1 .0 3
2011 1 ,1 1 ) 1 ) , 1 7 2 .2 1 I I 2 .S 2 1 3 7 .4 1 1 ,2 7 3 .S 3 1 4 .4 1 1 1 .4 4 in.si
2M 2 1 ,2 47 1 1 ,2 3 ) .1 7 I3 S .2 4 11 1 .7 1 1 ,3 3 1 .1 7 1 1 .1 5 I 0 S .2 I 144 .71
2 1 0 ) 1 ,2 1 9 l t . 0 l l . i l 1 (0 .5 1 1 1 .4 2 1 ,3 1 1 .1 1 I I .  25 123 .51 1 2 1 .4 1
2004 t , ) l l 2 2 ,2 ) 1 .1 0 1 11 .7 5 I1 .2 S 1 ,4 4 0 .0 1 1 1 .7 1 1 4 3 .3 0 10 1 .7 0
2 0 IS 1 ,3 1 1 2 S .7 3 3 . t 4 2 1 1 .1 1 3 1 .0 2 1 ,4 1 3 .4 3 2 1 .4 0 11 4 .7 0 9 5 .3 1

NOTES:
I .  E a t fa a ta a  o f  a o n th ly  a n n u ity  p ayaan ts baaad on O apa rtaan t o f  Rav tnua p r o ja c t lo n a  o f  fu t u ra  

P a raanan t Fund D lv fd snd s  ( P a l i  I I I ! )  and an In t a r a a t  r a t a  o f  n ln a  p a rc a n t .

2 . .L i f t  axpac tan cy  v a lu s a  a a ra  p ro v ld a d  by th a  A laaka  O apa rtaan t o f  L ab o r , O aaog raphtc R ap o rt No. I ,  Dacaabar l l l l .  

........................................................   • .......... m i  rtt-ntw)



TAIL £ C. /
PROJECTED COSTS O f THE LONGEVITY SONUS PROGRAM AS MODIFIED BY SENATE B ILL S

O U t r lb u t lo n  o f  P a raanan t fund Earn  Inga Changad by Sana t  a J o in t  R a a o lu t lo n  S (flu dga t S t a b i l i z a t i o n  Fund) 
C a p i t a l Gaina ■ 20 p a rcan t 
Ravanua F o r a c a i t :  Lon

TOTAL PROGRAM COST Aga IS  by J a n . 1 , l l l l  Aga IS  a f t a r  J a n . I ,  l l l l
(all K o n a )  ------------------------------------------------------- -------------------------------------------------------

  ---------   Puabar o f  M on th ly  C o i f  Nuabar o f  N o n th ly  Coat
Yaar Annual C u a u la t lv a R a c lp ia n ta lon u a

l l l l 5 2 .1 5 2 .0 1 7 ,5 4 2 250
I I I ! 5 7 .2 1 0 1 .1 11 ,0 1 5 250
l l l l 1 0 .2 1 70 .1 I I . 151 250
1112 1 2 .7 2 ) 2 . 7 17 ,2 5 1 250
I I I ) I S . I 2 1 7 .1 I I , ) I 2 250
l l l l 1 7 .0 2 1 4 .1 1 5 ,4 7 ) 251
I I I S l l . l 4 ) ) . l 11,111 250
l l l l 7 0 .4 S O I . ) 0 , 7 5 ) 250
1117 7 1 .1 5 7 5 .4 12 ,1 1 1 250
l l l l 7 1 .7 1 4 7 .2 12 ,101 250
l l l l 7 1 .1 7 1 1 .1 11 ,21 4 250
2000 7 0 .1 7 1 1 .1 10 ,5 1 7 250
2111 I I . ) 1 5 1 .1 1 ,7 1 ) 250
2002 11.0 1 2 5 .1 1 ,1 7 1 250
2 0 0 ) 0 . 5 I I I . ) 1 ,2 4 5 250
2001 5 1 . ) I .O I I . S 7 , 5 ) ) 250
2005 S i . ) 1,112.1 1,111 250

( a t l l i o n a )  R a c lp ia n ta  Bonua ( a i l l i o n a )

5 2 . 1
5 7 .2
5 4 .5 250 5 .1
5 1 .1 241 1 0 .1
4 1 .1 231 10 .0
4 1 .4 231 2 0 .0
D . l 225 2 5 .2
4 1 .3 211 2 1 .2
3 0 .1 212 3 2 .4
3 1 .3 204 3 5 .4
3 3 .1 I I S 3 7 .7
3 1 .5 I I S 3 1 .4
2 1 .2 172 4 0 .1
2 0 .1 151 3 1 .1
2 1 .7 142 3 1 .1
2 2 .0 125 3 5 .7
2 0 .5 107 3 3 .7

Praparad by tha Houaa Raaaarch Agancy, January III! (II.I71L).



TAKE C .t
NCNTHLY ANNUITY PAYMENTS POSSHLE FROM INVESTMENT O f PERMANENT FUNO OIVIOENOS IN AN ANNUITY

O la t r lb u t lo n  o f  P o rs a a c a t Fund E a rn in g *  Changod by S n u i i  J o i n t  R a a o lu t lo n  5 (Bodgat S t a b i l i s a t i o n  Fond ) 
C a p i ta l f ia ln a  > 21 p a rc a n t 
Oavanua Forte  t i t :  Low

CASE A

P a r io n  tu rn in g  IS  In  c u r r a n t  y e a r

CASE B

P a r io n  Tu rn ing  IS  on 1*2-11

f i s c a l
Yaar

O lv ld a n d
la c a lv a d

A nnu ity  
la la n c a  a t  

In t a r a a t  
R a ta  o f  

1 .0 1

M onth ly
A nnu ity
Payaan t

N on th ly
L on g a v lty

•onu s
Aaount

la la n c a  o f  
p r i o r  y a a r 'a  

a n n u ity  
accoun t 

on J u ly  1

Payaant
f r o a

p r i o r
y a a r 'a

accoun t

Coab lnad
N on th ly
Annu ity
Payaant

M on th ly
L o n g a v lty

Bonua
Aaount

l l l l M l ) 1 1 1 7 .1 1 M S 7 . I I
1112 472 1 ,4 4 1 .1 $ M S I 2 1 1 .4 2 S O ) .IS 1 .7 3 1 .7 3 2 4 1 .2 7
I I I ) 411 2 .1 0 1 .2 7 1 4 .2 4 2 3 S . I I 5 2 0 .1 4 S . l l 1 3 .1 1 2 3 1 .0 1
K i l l SOS 2 ,1 2 1 .4 7 2 0 .7 1 22 1 .2 1 5 ) 1 . 0 1 5 .4 1 1 1 .4 0 2 1 0 .1 0
IS IS 522 2 . 1 4 1 . ) i 2 7 .1 1 22 2 .0 1 5 5 7 .2 4 S . 10 2 S .1 I 2 2 4 .1 1
l l l l S l l 4 . S S I . I I 3 1 .0 2 2 1 ) . I I S I 2 . I I S . 11 3 1 . ) ) 2 1 1 .1 7
H IT I I I $ .1 7 7 .1 1 4 S .0 ) 2 1 4 .1 7 IS S .4 5 1 .5 1 3 7 .1 1 2 1 2 .0 1
l l l l T i t I . I I I . S I S S .S I 111 .11 7 5 1 . I I 7 .1 1 4 5 .5 2 2 0 1 .4 1
l l l l I I I 1,S l l . I I 1 1 .0 7 f l l . l ) I I I . I S 1 .0 1 5 4 .1 0 I I S . 40
2101 122 1 0 ,1 1 7 .1 0 1 2 .7 1 117 .21 1 1 4 .2 4 10 .74 I S . ) ) 1 1 4 .1 7
2001 1 ,0 ) 0 1 2 ,1 1 1 .5 1 11.11 ISO .02 1 ,0 1 1 .5 ) 12 .S 3 7 7 .1 7 1 7 2 .1 3
2012 1 .4 7 2 l l , ) S t . 4 l I t ) . I S DO . IS 1 ,1 1 4 .1 1 14 .55 1 2 .4 1 1 5 7 .5 1
2 0 0 ) 1 , 1 1 ) 1 1 ,1 ) 1 .2 0 14 1 .1 1 111 .04 1 ,1 1 1 .1 ) 1 5 .S I 10 1 .1 0 1 1 1 .1 0
2001 1 .1 5 ) l l . S 7 l . i l 1 1 1 .4 1 I ) . 51 1 ,2 3 0 .1 ) 1 1 .1 3 1 2 5 .0 3 1 2 4 .1 7
200$ 1 ,1 1 2 2 2 ,1 1 1 .2 1 1 1 ) . IS 5 1 .3 5 1 ,2 7 2 . IS 1 1 .2 1 11 3 .3 3 I0 S .S 7

NOTES:
1. E s t la a t a a  o f  a o n th ly  a n n u ity  payaan ta baaad on O apa rta an t o f Ravanua p ro ja c t lo n a  o f  fu t u ra  

P a ra a n a n t Fund D lv ld on d a  ( f a l l  l l l l )  and an In ta ra a t  r a t a  o f  n ln a  p a rc a n t .

2 . L l f o  a xp a c tan cy  v a lu ta  w a rt p ro v ld a d  by tha A laska O ap a rta an t o f  L a b o r , O aaog raph lc A aport No. 1 . D acaab tr l l l l .



-T ;| ,W||   _
mu c.i
MOJECTEO COSTS Of THE 10MEVI7Y MHOS fROGAAM AS MOOIflEO I f  SENATE t i l l  5

O la t r fb u t lo n  o f  P a raanan t fund  E a rn ln g a  Changad by S an a ta  J o in t  R a a o lu t fo n  5 (Oudgat Sc«b f 1 fm t I o n  fu n d ) 
C a p i t a l C a in * •  10 p a rcan t
Ravanua f o r a c a a t t  k id

TOTAL H O W * COST 
( a l l  I f o n * )

Y aa r Annua) C u a u li t iv a

Aga IS  by Jan . 1, l l l l

Nuabar o f  M onth ly  Coat 
R a c lp ia n ta  Io n ia  ( a l i i  Io n s )

Aga IS  a f t a r  Jan . 1,

Nuabar o f  M onth ly 
R a c lp ia n ta  lo n u i

l l l l

C oat
( a l l l l o n

l l l l 1 2 .1 12.1 1 7 ,1 4 2 2S0 S 2 . I
l l l l S T .2 l l l . l I M I S 2S0 5 7 .2
l l l l 1 0 .2 1 7 1 .1 t l . I S I 2 S I S I S I . I H 251
l l l l 1 2 .7 2 ) 2 . 7 17 ,2 5 1 250 5 1 .1 3 ,7 1 2 241
I I I ) I S . I 2 1 7 .1 I I . H 2 250 4 1 .1 S . IS S 23S
1114 l l . l H 4 . 0 I S , 4 7 ) 250 4 1 .4 7 , 4 4 ) 221
H IS l l . l 4 ) ) . 4 1 4 ,1 1 1 2 S I D . l I .3 S 7 222
l l l l 7 0 .0 SO) 4 I M S ) 250 4 1 . ) 1 1 ,1 1 1 2 IS
H IT 7 0 .4 S 7 J . I 12,111 250 21.1 1 2 ,7 1 ) 207
l l l l 7 0 .7 1 ( 4 . S 12 ,101 250 3 1 .3 1 4 ,4 3 1 I f f
l l l l 7 0 .2 7 1 1 .7 1 1 ,2 1 1 250 3 1 . ) 1 1 ,0 7 4 I I I
2001 <1.0 7 1 ) . 1 IO .S07 250 3 1 .5 I 7 . 7 S I 171
2111 H . I I S I . I 1 . 7 ) ) 250 2 1 .2 1 1 ,4 1 1 112
2002 I M 1 1 4 .2 1 ,1 7 1 251 2 1 .1 2 1 ,0 1 1 U S
2 1 1 ) S I . ) 1 7 ) . S I .2 4 S 250 2 4 .7 2 2 ,7 1 5 121
2001 S ) . l 1 ,1 2 7 .4 7 .5 3 3 250 2 2 .1 2 4 .4 1 2 107
2 I IS 4 7 . S I . I 7 S . 0 I . I H 250 2 0 .S 2 1 ,3 1 1 IS

Prsparad by tha Houia Raaaarch Agancy, January llll (H-II)X).



ALB undar SB 5: D is t r ibu t ion  of Ptnnanant Fund Earnings
Afftctad by HJR 13

APPENDIX D



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

D is t r i b u t i o n  o f  P a raanan t Fund E a rn in g !  Changad by H ou ia  J o in t  R asoTu tlon  I )  (E d u c a tio n  Endouaant A ccoun t) 
Ravanua f o r a c a i t :  low

CASE A CASE 8

TAILE 0.1

P a rson  tu rn in g  IS  In  c u r ra n t  y a a r P a rso n  Tu rn ing  IS  on 1 -2 -1 1

A nnu ity l i l a n c o  o f Payaan t
la la n c a  a t M onth ly p r i o r  y a a r ’ a f r o a Coab lnad N on th ly

In t a r a a t N on th ly lo n g a v l t y an n u ity p r i o r M onth ly lo n g a v lt y
F la c a ) O lv ld and R a ta  o f A nnu ity lon u a account y a a r 'a Annu ity •onu s
Y aa r Racatvad 1 .0 1 Payaant Aaount on J u ly  1 accoun t Payaant Aaount

t i l l H O ) < 72 1 .1 0 < 721 .10
I I I ) SOI 1 ,3 1 1 .7 1 <7.21 2 4 2 .7 1 < 02 .0 7 7 .3 4 2 4 2 .4 1
I I I ) 502 2 ,0 5 0 .3 1 U .0 2 2 3 1 .1 0 5 ) 5 .1 0 0 . H 2 3 1 .4 7
l l l l 4 ) 5 2 ,7 0 0 .0 1 so.se 22 0 .1 4 4 1 1 . ) f 5 .4 4 2 3 0 .1 )
H IS 437 3 ,4 1 0 .2 2 2 1 .7 0 2 2 ) .2 1 4 1 1 .5 0 4 .1 1 2 2 5 .0 4
t i l l 445 4 ,2 0 0 .0 0 ss.oi 2 1 0 .1 1 4 7 5 .0 4 5 .1 4 2 2 0 .7 1
H IT ISO 5 ,0 1 5 .7 1 4 1 .5 5 2 0 0 .4 5 4 1 1 .7 0 5 .3 1 2 1 5 .3 4
l l l l 450 0,010.00 5 0 .1 1 l l l . i l 4 1 1 .1 2 S . I S 211.11
t i l l 401 7 ,0 0 5 .0 2 5 0 .4 1 H O .54 5 1 3 .4 7 5 .1 5 2 0 3 .0 4
2111 414 0 ,2 2 0 .2 1 I t . O I 100.11 5 2 7 .3 5 1 . 3 ! 1 1 7 .5 0
2101 504 I . I H . 7 7 0 1 .3 1 t l t . i l 5 ) 0 .0 2 1 .7 1 H O .71
2012 S I ) tl.BI0.4t 0 4 .0 4 1 5 5 . I I 5 4 7 .0 ) 7 .1 2 I 0 3 . i l
2 0 1 ) 522 1 2 ,4 4 1 .1 5 107 .1 2 1 4 2 .0 1 5 5 7 .2 4 7 .5 1 17 1 .1 1
2001 5 )0 1 4 ,1 ) 5 .1 4 123 .14 1 2 1 .1 1 5 1 5 .7 0 7 .1 4 1 1 0 .2 2
200S 5 )0 1 5 .0 0 1 .1 1 13 1 .0 2 110.11 5 7 4 .3 2 0 .4 1 IS O . I I

NOTESt
I .  E s r fa a ta s  o f  a o n th ly  a n n u ity  p aya an t! basad on O apa rta an t o f  Ravanua p r o ja c t lo n s  o f  fu t u r a  

P a raanan t Fund O lv ld anda ( F a l l  l l l l )  and an in t a r a a t  r a t a  o f  n fn a  p a rc a n t .

2 .  U f a  axpac tan cy va lu a a  u a ra  p ro v id ad  by th a  A la sk a  O apa rta an t o f  L abo r, O aaog raphtc R ap o rt No. I .  Dacaabar l l l l .  

P ra p a rad  by th a  Houaa Raaaarch Agancy, Janu a ry  IB IS  ( I I . I 7 3 H ) .



TABLE 0.2
PROJECTEO COSTS OF THE LONBEVITY BONUS PROGRAM AS MODIFIED BY SENATE BILL S

O f i t r lb u t i o n  o f  P a raanan t Fund E a rn in g *  Chang ad by Houaa J o in t  R a a o lu t lo n  13 (E d u c a t io n  Endo**ant Accoun t) 
Ravanua F o r a c o i t :  Lon

TOTAL PAOCRAN COST 
( a l l l l o n a )

Aga IS  by J a n . I ,  l l l l Aga IS  a f t a r  J a n . I ,  l i l t

Y aa r Annual C u au la t lv a
N uabar o f  
R a c lp ia n ta

M on th ly
Boou i

Coat
( a lU t o n a )

Nuabar o f  
R a c lp ia n ta

M on th ly
Bonua

Coat 
(■ 1)1(on

l l l l 5 2 .1 5 2 .1 1 7 ,5 4 2 250 5 2 .1
1110 S T .2 101 .1 1 1 ,0 1 5 250 5 7 .2
l i l t 1 0 .2 170 .1 I I .  151 250 5 4 .5 I . I H 250
1112 I 2 .T 2 )2 .1 1 7 .2 5 1 250 5 1 .1 3 ,7 1 2 243
I I I ) I S . l 2 1 7 .1 1 1 .3 1 2 250 4 1 .1 5 .1 5 5 231
t i l l 1 7 .0 3 1 $ .0 1 5 ,4 7 ) 250 4 1 .4 7 ,4 1 3 231
IM S 1 1 .2 4 ) 1 .1 1 1 ,1 0 1 250 4 3 .0 1 ,3 5 7 221
l l l l 7 0 .7 S C I .! 1 3 .7 $ ) 250 . <1-3 1 1 ,1 1 1 221
H IT 7 1 .1 S 7 I .4 1 2 ,1 1 1 250 3 1 .1 1 2 .7 1 3 215
t i l l 7 2 .1 l l l l 1 2 ,1 0 1 250 3 1 . ) 1 4 ,4 3 1 210
H IS 7 3 .2 72 2 .3 11 ,2 1 1 250 3 3 .1 1 1 ,0 7 4 204
2000 7 3 .1 7 I S . I 1 1 .5 0 7 250 3 1 .5 17 ,7 5 1 117
2001 7 3 .7 I I I .  5 1 , 7 ) 3 250 2 1 .2 1 1 ,4 1 1 H I
2002 7 3 .1 1 4 3 .0 0 ,1 7 1 250 2 1 .1 2 1 ,0 3 1 I I I
2 0 0 ) 7 2 .1 i.eis.i 0 ,2 4 5 250 2 4 .7 2 2 .7 1 5 171
2001 7 2 .0 1 .0 1 7 .1 7 , 5 3 ) 250 2 2 .1 2 1 .4 1 2 I I I
200S 7 1 .1 t . I S I .O 1 .1 4 1 250 2 0 .5 2 1 .3 1 1 110

F ra p a ra d  by th a  Houia Raaaarch Agancy . Ja n u a ry  l l l l  ( I I - I 7 3 N ) .



monthly annu ity  payments p o s s ib l e  from investm ent of permanent fund  o iv id c n d s  in  an ann u ity

l l a t r t b u t f o n  o f  P a raan an t Fund E arn ing* Changad by Houaa J o in t  R a a o lu t lo n  I )  (E d u c a tio n  Endowaant A ccoun t) 
Rovatu# F o ra c a a t : Mid

TABLE 0.1

CASE A CASE fl

P a raon  tu rn in g  IS  In  c u r r a n t  y a a r  P a r io n  Tu rn ing  IS  on 1*2 -11

F fa c a l
Yaar

O lv ld a n d
R ac a lv a d

Annu ity  
la la n c a  a t 

In t a r a t t  
R a t*  o f  

I .O t

N on th ly
A nnu ity
Payaan t

M onth ly
L o n g a v lty

lo n u a
Aaount

P a la n c a  o f  
p r i o r  y a a r 'a  

a n n u ity  
account 

on J u ly  1

Payaant
f r o a

p r i o r
y a a r 'a

account

Coab lnad
N on th ly
A nnu ity
Payaant

M onth ly
L o n g a v lty

lo n u a
Aaount

l l l l M 7 5 $ 7 2 0 .5 4 $ 7 2 0 .5 1
1112 STS 1 ,3 1 1 .2 ) 1 7 .1 ) 2 4 2 .1 7 1 1 3 .0 1 7 .2 5 7 .2 5 2 4 2 .7 5
l i t ) 1 ) 2 2 ,0 1 3 .0 7 1 3 .1 4 2 3 1 .1 0 5 1 7 .1 1 1 3 .5 1 21? 44
l l l l I I I 2 .1 0 0 .2 5 2 0 .7 0 2 2 1 .3 1 51 1 .1 1 11 .51 2 3 0 .4 3
H IS I I I 3 .5 7 3 .2 1 2 7 .7 0 2 2 2 .3 0 5 2 0 .1 4 2 5 .1 2 2 7 4 .1 1
I I I ! SOO 4 ,4 2 0 .5 5 3 5 .3 5 2 1 4 .1 5 5 3 3 .7 5 3 0 .1 5 2 1 1 .1 5
H IT 5 IS 5 .3 7 0 .  I I 4 3 .1 1 2 0 1 . I I 5 4 1 .7 1 3 0 .1 1 2 1 3 .1 2
l l l l 510 1 ,4 2 1 .5 7 5 3 .1 1 111.11 5 4 5 .7 1 4 3 .2 1 2 0 1 .7 4
t i l l 540 7 ,5 1 7 .0 2 0 3 .5 7 11 1 .4 3 5 1 7 .0 1 5 0 .0 3 11 1 .1 7
2111 502 0 ,0 7 0 .1 1 7 5 .0 5 174 .14 5 1 1 .1 4 5 7 .2 3 11 2 .7 7
2011 574 1 0 .2 0 1 .7 1 1 7 .7 5 11 2 .2 5 1 1 2 .7 5 1 4 .1 7 1 1 5 .1 3
2002 504 1 1 .0 3 0 .5 4 10 1 .7 0 14 1 .3 0 1 2 3 .4 2 7 2 .1 1 17 7 .0 2
2001 514 1 3 .5 2 1 .1 1 1 1 7 .0 2 13 2 .1 1 1 3 4 .1 0 1 1 .5 2 14 1 .4 1
2001 104 1 5 ,3 1 1 .0 0 1 3 3 .0 ) 1 1 1 .1 7 1 1 4 .7 7 1 0 .5 1 151 .44
200$ 013 1 7 .4 )1 .4 4 15 2 .2 5 1 7 .7 5 4 5 4 .3 1 100 .1 4 14 1 .1 1

NOTES:
1. E a t la a ta a  o f  a o n th ly  a n n u ity  payaan ta b a iad  on O apartaan t o f  Ravanua p r o ja c t lo n i  o f  fu tu ra  

Paraanan t Fund O lv ld a n d i ( F a l l  t i l l )  and an I n t a r n t  r a t a  o f  n ln a  p a rc a n t .

2 . L l f a  a xp ac tan cy  v a lu t a  wara p ro v ld a d  by th a  A la ik a  O apa rtaan t o f  L a b o r , D aaog raph lc  R apo rt No. I .  Oacaabar l l l l .  

P rap a rad  by th a  Houaa Raaaa rch  Agancy, J an u a ry  l l l l  ( I I - I 7 3 Y ) .
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O l i t r I b u t I o n  o f  P a raanan t Fund Earn ing* Changad by Houaa J o in t  R a io lu t lo n  I )  (E d u ca tio n  Endo«a*nt A ccoun t) 
havanuo f o r a c a a l :  Hid

1

Yaar

I0 IA I  PfOMAN COST 
( a l l  I lo n a )

Annual O a u la t l v a

Aga 15 by Jan . 1 , l l l l

Nuabar o f  N on th ly  Coat 
R a c lp ia n ta  lo n u i  ( a l l l l o n a )

Aga 15 a f t a r  J a n . 1,

Nuabar o f  N on th ly  
R a c lp ia n ta  lo n u *

l l l l

Co*
(■ III

i m 1 2 .1 1 2 .1 17 .5 4 2 251 S 7 . I
I I I ! S T .2 i ia .t 11 ,1 1 5 251 5 1 .2
l l l l 1 1 .2 i i i . i 11 ,1 5 1 751 5 4 .5 I . I H 751 5 .1
1112 1 2 .T 2 ) 2 . 1 1 7 ,25 1 251 5 1 .1 3 .7 1 2 2 4 )
I I I ) I S . I 2 1 7 .1 1 1 ,3 4 2 251 4 1 .1 5 .1 5 5 2 )1  *
I f  M • l . l 3 4 4 .1 1 5 ,4 7 ) 251 4 1 .4 7 .4 4 ) 2 )0
111$ l l . l 4 ) 4 . 1 1 4 ,1 0 1 211 4 3 .1 1 .3 5 7 225
l l t l I I S 1 * 4 .1 1 3 ,7 5 ) 211 4 1 . ) I I .  I l l 211
H IT l l . l S I S . 7 1 2 ,1 1 1 251 3 1 .1 1 2 ,7 1 ) 2 1 )
l l l l 7 2 . t 1 4 7 .1 1 7 .111 251 3 1 . ) 1 4 .4 ) 1 207
l l l l l l . l 7 2 1 . ) I I . 211 251 3 3 .1 11 .1 7 4 200
2111 7 2 .1 . 1 2 . 1 H .S I 7 251 3 1 .5 17 ,7 5 1 I I )
2111 1 2 .3 I I S . ) 1 . 1 3 ) 251 2 1 .2 I I . 411 115
2112 3 1 .1 1 ) 7 . 1 1 ,1 7 1 251 2 1 .1 2 1 .1 1 1 177
2 1 1 ) 7 1 .1 1 ,1 1 7 .1 1 ,2 4 5 251 7 4 .7 2 2 .7 1 5 I I I
2114 I I I 1 . 1 7 7 . ) 7 . 5 ) ) 250 2 2 .1 2 4 .4 1 7 H I
2 I I S 1 7 .1 1 .1 4 5 .2 1 ,1 1 4 251 2 1 .5 2 1 .3 1 1 H I

P ra p a rad  by th a  Houaa Aaaaarch Agancy. J an u a ry  l l l l  ( I I - I I J 2 ) .
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FIGURE E.2 Alaska Longevity Bonus Program Under Senate Bill 5
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FIGURE E .3 Alaska Longevity Bonus Program Under Senate Bill 5
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APPENDIX F
ALB under SB 5: Low-level Revenue Forecast  Graphs



A L A S K A  L O N G E V I T Y  B O N U S
Comparison of Monthly Bonus Amounts

FIGURE F.l Alaska Longevity Bonus Program Under Senate Bill S
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FIGURE F.3 Alaska Longevity Bonus Program Under Senate Bill 5
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APPENDIX G
Comparison of Various Proposals to  Raduca 

tha Costs of tha ALB Prograa Graphs



FIGURE G.l Connarison of Proposals to Peduce the Cost of the Alaska Longevity Bonus Program
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FIGURE G.3 Comparison of Proposals to Reduce the Cost of  the Alaska Longevity Bonus Program
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A L A SK A  S T A T E  L E G IS L A T U R E  
H O U S E  O F  R E P R E S E N T A T IV E S  

R E S E A R C H  A G EN C Y

P O Bo* V .S u tf O p iio l 
lunnu. AU»k«  m u - J I O O  

Mail Stop >100 
(907) 4M )99l

February 15, 1989

HEHORAHDUK

TO: Representat ive Kay Brown

ATTN: Eric Myers

FROM: Karen Oakley
Leg is la t ive  Analyst

RE: Projected Costs of the  Longevity Bonus Program Under Senate 8111 5 and
Other Proposed Modifications 
Research Request 89.173 (Supplemental Information)

You asked t h a t  Figures G.l and G.2 be modified by removing the information fo r  
the options t h a t  would freeze longevi ty  bonus appropriations a t  $50 m i l l ion  and 
$60 m il l ion .  You also asked t h a t  the  information for the option th a t  would 
f reeze  appropria t ions a t  $55 m i l l ion  be labelled  "Freeze a t  Current Level."  
The modified graphs are a t tached.

I f  you need any addit ional  information,  please l e t  me know.

Attachment



P O Bo« V. S u if C ioiiol 
Junuu. A litk * 9 9 li l- ) l0 0  

Mail Stop 1100 
1907) 16JJWI

A L A SK A  ST A T E  L E G IS L A T U R E  
H O U SE  O F  R E P R E S E N T A T IV E S  

R E S E A R C H  A G E N C Y

February 16, 1989

MEMORANDUM

TO:

ATTN:

FROM: Karen O ak ley ^0
L eg is la t iv e  Analyst

RE: Estimated Costs of the Longevity Bonus Program in FY 90 Under Yarious
Modifications 
Research Request 89.246

You asked fo r  es t im ates  of the costs  of the longevity bonus program 1n FY 90 
1) I f  the program 1s unchanged, 2) i f  no new re c ip ie n t s  are allowed, 3) i f  
new re c ip ie n t s  a re  allowed but the monthly bonus amount 1s reduced to $225,
and 4) i f  e l i g i b i l i t y  1s based on need.

Because your primary i n t e r e s t  i s  costs  of  the  program in the immediate fu ture ,
I have est imated the costs  using recent Information from the Division of 
Pioneers '  B e n e f i t s .  Our p r io r  work on cos ts  was aimed a t  determining the 
r e l a t i v e  co s t s  o f  various proposals over the  next 15 years ,  and the r ec ip ie n t  
numbers used to  produce these long range est imates  are  le s s  su i tab le  for  
producing sho r t  range es t imates .

Table 1 summarizes the estimated FY 90 cos t s  of  the bonus program with no 
change and under the various modif ications which you asked to be analyzed. 
Table 2 shows how the est imates were produced. Note t h a t  the costs  est imated 
are for  bonuses only; we have not estimated adm inis t ra t ive  or hold harmless
cos ts .  The Governor 's budget proposal fo r  FY 90 (House Bill 100) includes
$56.8 m il l ion  f o r  the  bonus program, hence our est imate  o f  $54.9 mil l ion to pay 
bonuses 1n FY 90 1s in the same ba l lpark .

The most rec en t  proposal to c rea te  a needs-based bonus program was Governor 
Cowper's House B i l l  151, considered by the l e g i s l a t u r e  1n 1987. Under t h a t  
b i l l ,  1) no new r e c i p ie n t s  were allowed, 2) sen io rs  with adjusted gross incomes 
l e s s  than $20,000 would receive $200 monthly bonuses, 3) seniors with adjusted 
gross incomes between $20,000 and $25,000 would receive  monthly bonuses varying



from $16 to $183, and 4) seniors with incomes above $25,000 would receive no 
bonus. The House Research Agency produced several memorandums during the 1987 
sess ion analyzing t h i s  proposal and various proposed modif ications;  these 
memorandums are  a t tached .

For the purposes of  th i s  memorandum, two needs-based programs were analyzed. 
In both scenar ios ,  seniors  with annual gross incomes (not including the bonus) 
above $17,000 were excluded from the program, and the  monthly bonus amount was 
l e f t  a t  $250. In one scenario ,  new rec ip ie n t s  were allowed; in the other  
scenario ,  no new re c ip ie n t s  were allowed. At your reques t ,  we can estimate 
the costs  of a needs-based program with d i f f e r e n t  income l im i t s  and d i f f e r e n t  
bonus amounts.

House Research Memorandum 87.086 (a lso  attached) provides a general evaluation 
of  a needs-based bonus program. In th a t  memorandum, we found tha t  under a 
needs-based program:

the bonus would not be counted as income in determining an 
in d iv id ua l ' s  e l i g i b i l i t y  fo r  c e r ta in  pub l ic  a ss is tance  programs, 
ancT the s t a t e  wouTd~TrrereTor~e nQ_,TdTi?er~ravg—to fund "hold 
harmTpss" accounts to replace lo i r ~ b e n a f l t s .  *uch benefi ts  are 
est imated to  cos t  $3.8 m il l ion  in FY'90.

the  one-year residency requirement fo r  the bonus could be subject  
to  chal lenge ,  as federal  courts  have held th a t  the maximum 
res idency requirement fo r  programs t h a t  provide "basic  n ecess i t ie s"  
i s  30 days.

February 16, 1989

Page 2

I hope you f ind t h i s  information use fu l .  I f  you need any additional  
information, p lease  l e t  me know.

Attachments

^The a t tached  memorandums are :  87.161, 87.231, 87.237, 87.272, 87.275 
and 87.292.



1A$IE 1
SllMtART Of ESIIMA1E0 COSIS Of IME 10NCEVIIV $ONUS PROCRAM IM f t  90 UNOER VARIOUS NOOIfICAIIONS 
( I n  thousands o f  d o l la r s )

E stim ated  E a t lM tc d
Program  S av in s*  P e rcen tag e

Cost In  D o l la r s  Sav ings

No Change

No Haw R a c lp ia n ta

A llow  Naw R a c lp ia n ta  Rut 
Raduca lo n u a  to  $223

N a ad s - la ia d  Program
(Annual C ross  Income 

la s s  than  $ 1 2 ,0 0 0 )

A llow  Naw R ac lp ian ta

No Naw R a c lp ia n ta

N ota i Th is t a b le  steamer I i t s  In fo rm a t io n  p ra san ta d  In T ab la  2 o f  t h is  m em oranda. 

P ra p a rad  by tha Nouss Rasaarch Agency, f tb ru a ry  1909 (6 9 -2 4 6 A ) .

$34,901.3
5 1 ,2 0 0 .5  3 , 2 0 1 .0  5 . 0

4 9 .4 1 1 .4  5 , 4 9 0 .2  1 0 .0

4 1 .2 2 5 .1  1 3 ,1 2 0 .4  2 4 .0

3 9 .2 9 2 .4  1 5 .6 0 9 .1  2 6 .4
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