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Alaska State Legislature

State Affairs Committee

committee name
Longevity Bonus dated April I, 1991

bill/subject

Please enter Into the record my testimony to the

committee on

Mr. Chairman -

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

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

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

paying of the longevity bonus.

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

Thank you extending courtesy of comment.

Signed:

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

Address

561-0651

Phone No.

9/M UpiUBtf Wrlorm4»o* Off**



o> o= AN OPAG STUDY

r -- THE IMPACT OP RETIREES

on the

*o 2tfyn/»
ECONOMY OP ALASKA

Information For This Study
Collected and Compiled

by Volunteers*

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

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

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

OPAG STUDY - IMPACT OF RETIREES



NOV -

INTRODUCTION

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

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

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

VERA A. GAZAWAY
Executive Director

1 4/91
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THE IMPACT OF RETIREES ON ALASKA

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

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

near their adult children.

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

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

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

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

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

2 4/91



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

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

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

* Wpe . _ *

339A

4/91



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

AVAILABLE AS OF APRIL 1, 1991

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

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

$ 635,349,865

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

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

401 (K) plans.

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

ROBERT KALLENBERG

mjj:332
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VOLUNTEERS5 A COMMUNITY RESOURCE

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

many.

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

49 NARFE members in Juneau volunteered 7,456 hours

77 NARFE membersin Anchorage volunteered 17,692 hours

25 NARFE membersin Fairbanks volunteered 4,628 hours

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

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

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

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

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

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

Liirt

4/91



compilad by

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

. #

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

(140 hrs. per person)

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

426,484 2,195



Alaska State Legislature

Juneau

Legislative Research Agency

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

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

expenditures typically involve large purchases of materials

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

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

program are discussed below under the heading "Respending Longevity

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

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

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

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

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

Phone: (907*

and fabricated

These
bonus

Bonus

residents of one

register~7o0rthe

Il be

these

165-3991
163-3351



Senator Ouncan
April 19, 1990
Page 2

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

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

Income of many elderly people.

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

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

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

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

Seventy-nine percent of Alaska's Native

less than $10,000.

population falls within this group.!

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

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

Community Income

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

longevity bonus payments.

Respending of Longevity Bonus Income

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

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

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

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

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

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

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

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

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

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

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

Spending: Transfers and Labor



Senator Duncan
April 19, 1990
Page 3

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

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

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

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

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

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

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

program to local economies and to the statewide economy.

Retention of Other Retirement Income

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

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

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

Personal communication, Scott Goldsmith, Professor o f Economics,

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

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

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

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

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

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

spending sirca *.

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



Senatoi Duncan
April 19, 1990
Page 4

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

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

payments.

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

additional information, please call.



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

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

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

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



0 TABLE 2

GEOGRAPHICAL DISTRIBUTION OF LONGEVITY

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

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

KOKHANOK BAY 26
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4/18/90 PAGE
MAIL IMO ELECTION
ADDRESS DISTRICT MALES FFMALFS TOTAL. —

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

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

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

SEWARD
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SHAGELUK
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4/18/90 PAGE 7
MAILING ELECTION

——————— ADDRESS-----------DISIJUC-T MALES EEMAIES-—-—- 10TAL
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-—-—-mm e 23-——=———mmm e I & 13-
WARD COVE 01 16 15 31
WASILLA 16 336 330 666
WHITE MOUNTAIN 23 3) 6 1n
J4HI IE-UOUNUAN----————————- 23 2 F——— 3
WHITTIER 06 7 5 12
WILLOW 16 5l 31 82
WRANGELL 01 102 98 200
XAKULAL ————— == 02-——-—mmmm - I s 18-—————- 33-

9*152 10,230 19382

Note: Add multiple entries for the same geographic locations.

SOURCE: Department of Administration, Longevity Bonus Program.
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SXECUTIYB.SUMAKVFIY

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

million annually, including hold harmless provisions and administrative costs

°f PrO8ram-"

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

GKY administrative costs.

y

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

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

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

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

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

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

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

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

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

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

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

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

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

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

4. How much will costs be reduced?

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

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

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

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

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

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

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

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

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

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

million). This understates potential long-term costs.

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

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

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

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

OPTIONS FOR CAPPING PROGRAM COSTS: TWO APPROACHES

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

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

1. LIMITING ELIGIBILITY FOR iHE PROGRAM

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

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

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

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

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

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

Option la: Immediately raising the age of eligibility to 70

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

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

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

Asking the questions:

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

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes.

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

5. How quickly will costs be reduced? Immediately.

Option Ib: Raising the age of eligibility more gradually

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

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

Asking the questions:

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

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

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

5. How quickly will costs be reduced? Immediately.

Option Ic: Basing eligibility for the bonus on income

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

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

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

Asking the qucaUons;

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

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

3. Is the effect easily predictable? Yes.

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

5. How quickly will costs be reduced? Immediately.

2. REDUCING THE AMOUNT OF THE BONUS

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

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

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

Option 2ju Pro-rating a $50 million appropriation

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

Asking .Uie.quesUons;

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

2. Is the change easy to understand? Yes.

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

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

5. How quickly will costs be reduced? Immediately.

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

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

Asking, thg.qugguQng:

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

2. Is the change easy to understand? Yes.

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

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

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

Option 2c: Reducing the bonus by a flat rate

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

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

Asking the questions;

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

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes.

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

5. How quickly will costs be reduced? Immediately.
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

”Q Bx Y, Sai«Cidhal
Mail Sioo 3100
(907) 4£5.}99]

January 30, 1989
MEMCRANDUM

TO: Representative Kay Brown
ATTN: Eric Myers

FROM  Karen Oakley”
Legislative 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
projections of growth 1n Alaska's senior population. House Research Memorandum
88.040 (attached) provides information on the expected growth rate of Alaska's
senior population. Analysis of the costs of the AB program under various
modifications is 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 of the following proposals to modify the ALB
program:

1) Senate B111 5. Considered during last session as Senate 8111 56,
this bill would establish a state-sponsored annuity program as an
eventual replacement of the ALB program. All residents would be given
the opportunity to Invest their Permanent Fund Dividends (PFDs) in an
annuity account. Residents turning 65 after January 1, 1991 would be
eligible to receive a longevity bonus, but the bonus amount would be
reduced by an amount equal to the annuity that would have been paid to
that person had they so Invested each PFO received after December 31,
1990. Persons turning 65 prior to January 1, 1991 would be eligible
for the current S250 monthly bonus for the remainder of their lives.

Because SB 5 would link the bonus amount to the size 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 distributed are currently under discussion, and you asked how these

changes would affect the cost of the bonus program under SB 5. The two
proposals are:



Representative Brown

January 30, 1989

Page 2

(a) Senate Joint Resolution 5. Under SIR 5, considered during last
session as SJR 40, the distribution of the earnings of the
Permanent Fund would be changed for a five year period In order to
amass a budget stabilization fund. During this period, the net
capital gains from the sale of Permanent Fund Investments during
the prior year would be added to the fund principal. The remainder
of the earnings of the Permanent Fund would be distributed as
follows: 40 percent to dividends; 30 percent to Inflation
proofing; and 30 percent to the new budget stabilization fund.
Currently, capital gains are treated as earnings, and 50 percent
of earnings (l.e., capital gains and Interest) are used to compute
dividends, with the remainder divided botween Inflation proofing
and an Inflation proofing reserve account. Because SJR 5 would
subtract capital galrs from distributable earnings and reduce the
percentage of distributable earnings available for dividends, SJR
5 will reduce ti'e size of future PFDs. You asked us to evaluate
ihe effects of SIR 5 on the costs of the AB program under SB 5

assuming capital gains of both 10 percent and 20 percent of total
earnings.

(b) House Joint Resolution 13. HIR 13 is Governor Cowper's
education endowment proposal. He proposes to create an education
endowment account within the Permanent Fund; Income from this
account may be appropriated only for elementary and secondary
education. To fund the endowment, at least 40 percent of the

Income of the Permanent Fund would be placed In the endowment
account each year for twenty years.

This proposal would reduce future PFDs because only 60 percent of
Permanent Fund earnings would be available for Inflation proofing
and dividends. If 50 percent of the remaining earnings are used
to compute dividends, dividends will decline. In addition,
Inflation proofing would be insufficient to protect the corpus of
the fund, with the result that future earnings, and therefore
future dividends, will be smaller. Alternatively, 1f the full
amount needed for Inflation proofing 1s used for that purpose, the

percentage of earnings available for dividends will be directly
reduced.

2) Freeze Appropriations and Roduce the Bonus Amount Pro Rata. Under
this modification, the annual appropriation to pay for longevity
bonuses would be frozen at approximately Its current level, and the
monthly bonus amount would be reduced pro rata. All persons 65 years
and older would be eligible for the bonus, and all would receive the
reduced bonus amount. You asked us to evaluate three appropriation
levels: $50 million; S55 million; and $60 million.
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3) Reduce the Bonus Amount Five Percent Per Year. Under this
modification, the monthly bonus would be reduced by five percent each

year. All persons 65 years and older would be eligible for the bonus,
and all would receive the reduced bonus amount.

In this memorandum, we have used the same senior population numbers, Interest
rates, and life expectancy values that were used 1n our prior memorandums on
the bonus program. In our analysis of the costs of the program under SB 5,
we have updated the projections of future PFDs. W used Department of Revenue

Fall 1988 projections of future PFDs for two revenue forecast levels: low and
mid.

Altbougn you asked us to analyze costs of the various proposals through FY
2010v we have not projected costs beyond FY 2005, which 1s as far as the
Department of Revenue projects dividends. We believe the trend 1n relative
costs of the proposals 1s apparent by FY 2005. As wt have discussed before,
the primary use of these projections 1s for comparing the relative costs of the
different 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 forecasts, respectively. Four
scenarios are analyzed for each revenue forecast level: 1) No change 1n the
distribution of Permanent Fund earnings; 2) SJR 5 with capital gains equaling
10 percent of Permanent Fund earnings; 3) SIR 5 with capital gains equaling 20
percent of Permanent Fund earnings; and (4) HIR 13. Both tables also Include
cost projections for the current program. Tables showing the determination of
annuity payments, bonus amounts and total program costs for each scenario and
revenue forecast level are found 1n Appendices A-0. Appendix E contains graphs
comparing the dividend amounts, bonus amounts, annual costs and cumulative

costs under the mid-level revenue forecast. Appendix F contains comparable
graphs for the low-level revenue forecast.

In Table 3, the costs of the current program are compared to costs of the other
proposed modifications. For simplicity, only one projection of the costs under
SB 5 1s shown--the 'no change 1n distribution of Permanent Fund earnings' for

the mid-level revenue forecast. Appendix Gcontains graphs comparing the bonus
amounts, annual costs and cumulative costs of these proposals.

Ne have not attempted to update the senior population numbers. These
numbers are not adjusted for economic changes as are the total population
numbers used by the Department of Revenue In their forecasts of future
Permanent Fund Dividends. Arguably, changes in the economy have a less

Immediate Impact on the number of elderly persons living 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 projections of future PFDs are lower than previous
projections (even without any changes 1n the distribution of Permanent
Fund earnings); the costs of the bonus program under SB 5 are therefore

higher. Using current PFD projections, the bonus amount 1s not
expected to reach zero until at least FY 2006.

2) Both of the proposals to change the distribution of Permanent Fund
earnings will Increase the costs of the bonus program under SB 5. The
education endowment proposal (HJR 13) reduces PFDs the most and
therefore causes the greatest Increase 1n bonus program costs. Of the
two budget stabilization fund (SJR 5) scenarios, the scenario 1n which
capital gains are assumed to equal 20 percent of Permanent Fund
earnings causes a greater increase in bonus program costs.

3)  Whether one uses the mid or low levrl revenue forecasts, the

relative costs of the bonus program under the varios SB 5 scenarios
remain the same.

4) In reviewing the cumulative costs of the various proposals over
the next 15 years, it 1s Important to remember that two of the
proposals--SB 5 and reducing the bonus by five percent each year--
eventually end the bonus program. Under SB 5, the bonus program would
most likely end no sooner than FY 2006. Reducing the bonus five
percent per year would end the bonus program 1n FY 2020, if bonus
payments were stopped once the bonus amount reached fifty dollars.

Freezing appropriations at a given level will 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 all the Information you requested,
we have not provided much detail on how we derived the numbers presented. We
would be happy to meet with you and/or legislators or staff to provide

additional explanation. Please contact myself or David Teal for further
information.

Attachments

Because the bonus amount Is reduced by five percent each year, the
reduction in the dollar amount of the bonus gets smaller as years go by. It
would take an Infinite number of years to reduce the bonus completely to zero.
Presumably, the legislature would adopt a cut-off point, and once the bonus
amount reached that point, the oonus program would end.
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Year 1*1-11 I-1-11 Aeount Coat Aeount Coat Aeount Coat Aeount Coat Aeount Coat
1 11112 0 12S0 S2.1 1250 921 12SI 521 1250 S2.1 <21 152.1
1M IMIS 0 2SI ST.2 2SI ST.2 230 57.2 290 57.2 250 57.2
m i 11.1S1 1,111 251 10.2 250 10.2 2SI 10.2 10 10.2 251 11.2
IN2 17,211 3,712 211 12.7 241 <2.7 241 12.7 24) 12.7 251 131
1) 11,312 S,ISS 23) 14.1 235 5.1 231 IS.) 2)1 1S.1 251 1.1
Hn* 1S,17) 7,11) 21 H.i 21 H.1 2)1 17.0 231 17.0 220 11.7
till 11,101 1.357 21S 10.0 22) <11 225 1.1 21 11.2 254 1.1
mi D.7S) 11,111 211 10.7 211 70.1 211 714 221 71.7 251 74.1
HIT 12,111 12,713 1S 1.1 211 70.0 212 71.1 215 71.1 251 1.1
mi 12,111 11,11 1S 10.) 210 7Lfi 214 717 210 72.1 251 711
m i 11,2)1 11,071 1) <7.2 ] 70.7 1S 71.0 204 73.2 251 121
Mil 10.S17 17,710 11 1S.7 11 .t 1S 71.1 17 73.0 251 14.1
nil 1.7)3 11.110 11 13)) HI 11.) 172 11.3 11 73.7 751 11.S
211) 1,171 31,010 1)2 IM 1S4 €S.) 1S 111 114 734 220 >4.2
2113 M IS 22.70S i SIS 131 <29 142 1).S 176 721 251 1).1
3111 T.SJ) 21,112 1 S1.7 12 SIS 125 Sl.) 11 72.1 211 I1.fi
2MS 1,011 21,311 - 411 10S 53.1 nuz Sl.) 11 71.1 251 1.1
S1.040.3 11,014.1 [1,112.1 <1,111.1 11,304.)

emulative Co«t
IN* bonus aeour.ts thorn aro the Mounti that eould be paid to poraona turning IS years aftor January 1. 11f1; parione turning

Note:
IS yoara prior to January 1, lilt Mould receive a <251 eonthly bonus.

Frepared by the Houte leeeerch Agency, January till (I11-173P).



MALE 2
EFFECT OF CHANGES N THE 12114282<< OF PERVANENT FUVO FARMIMES CH THE OOST OF THE LONGEVITY BONUS PROGRAM AS MOOIFIEO BY SENATE BILL 5

Dapartaant of Ravanua Fall Itll Projactlor.a of Futura proi

Bavanua Foracaat; Mid
Sanata Joint Raiolutlon 5

(Budget Stibllixitlon Fund) Houia Joint Raaolutlon I)

(Education Endouaont
Currant Prggraa

No Changa In pF
Nuabar of Nadpianta Eamtnga Blatrlbutlon Capita) Gain**10 | Capita) 6aina»20 \ Account)

Flacal *tISbhy Ago IS aftar lonua Annual Bonua Annual Bonua Annua) lonua Annual Bonua Annua)
Yaar [-1-11 [-1-11 Aaount Coat Aaount Coat Aaount Coat Aaount Coat Aaount Coat
11 IT 542 0 1251 52.1 1256 52.1 1251 52.1 1250 52.1 1251 152 1
1 IM IS 1 28| 57.2 y §7.2 250 57.2 250 57.2 251 51.2
111) 11,151 1.919 251 10.2 250 10.2 2| 10.2 250 11.2 251 10.2
IH2 17,251 3,712 211 12.7 241 12.7 241 12.1 243 12.7 250 1N
11 It, m 5,155 2)2 14.1 2)4 15.0 2)S Mo 2)1 15.1 Ny 1.1
1 15,17) 7.11) 22) 11.3 207 11.7 21 1.1 230 17.0 250 61.7
1S 14,111 1,357 213 .7 220 1.5 222 1N 205 101 250 71.1
11 0,78) 11,111 212 11.2 212 11.S (IS 70.0 211 705 251 711
1) 12,111 12,71) 110 17.1 214 N 207 704 21) 71.) 250 71.1
1 12.111 14,4)1 171 17.1 114 70.0 Il 707 207 721 251 71.1
11 11,211 11,174 114 1S.B 114 11.3 1 70.2 200 72.8 2| 12.1
JIM 50T 17,751 150 1)4 171 [0 171 1.0 113 721 250 14.0
2H| 1.7)) 11,411 04 11.4 18T iS.i 112 1.1 1S 723 250 17.5
216) 1,171 21,111 1l 51.4 141 12.1 1S 13.1 177 71.1 250 10.2
211) 1,245 20,718 I SIS 12) 51.4 121 51.3 1 76.1 251 D.1
2164 7.9)) 21.412 71 455 104 $3.2 107 $).! S| 11.4 250 16.1
2118 1,141 21,311 S| 31.) 1) 41.1 1S 415 IS0 17.1 251 1.1

11.015.() 11,011.4 t.075.0 f1,145.2 $1,364 .3

Cuaulatlva Coat

Tha bonm aaounta ahoMn afa tha aaounta that would ba paid to paraona turning IS yaara aftar January
IS yaara prior to January I, till would racaiva a |70 aonthly bonua.

Nota: [1; paraens turning

Praparad by tha Houaa ftaaaarch Agancy, January I (II-1D Q).



TABLE )
¢ m Alison OF OPTIONS KR REDUCING THE COST OF THE ALASKA LONGEVITY 8ONUS PROGRAM
Sanata 1(11 5
Friii Agpropriation! ad Raduca tha Bonus Aaount Pro Rata
Raduca lonui Aaount No changa In Pf0;
< | allvon I |SS illHon 1 MO allllon 5 Parcant Par Yaar aid ravanua foracaat Currant Arograa
flacal  Nuabar of lonua  Annual 'onus  Annual Bonus  Annual Bonus  Annual Bonus  Annual lona Avmml
Yaar Racfpfanta Aaount Cost Aaount Coat Aaount Coat Aaount Cost Aaount’ Coat Aeont €0z &
11 17.542 MSI M2.1 MSI M2.1 1250 M2.1 M$0 M2.4 MSI S2.1 1151 M2-1
1l 1.11S 20 ST.2 251 57.2 290 S1.2 20 SI.2 21 57.2 | ST.2
[1] 20.177 201 50.0 21 SS.0 211 10.0 21 57.2 VB 112 MI 112
112 21121 Il Sl 211 55.0 231 1.1 225 SII 241 12.7 M D. 1
111] 22.017 i 51.0 21 SS.0 227 i0.0 214 SII 2)2 14.1 MO 111
i 22.117 12 SII 20 SS.0 21 10.0 n SI1.0 223 11.3 1| 11
ms 23.11) 174 Sl [l SS.0 20! 10.0 13 SS. 21) 17.7 | 711
mi 21111 1 SI.O [ SS.0 20! 10.0 ] SLI 202 11.2 M1 1<l
HIT 2S.13I 13 Sl 171 SS. s M. TS S3.7 10 171 M1 111
il 21541 ST S0.0 173 55.1 [ 1.1 Mi S2.1 171 171 251 111
111 27.371 1S2 SO 117 SS.1 Y 1] i 51.B MI is.i MI 121
211 21.215 M SIL.O 12 5S.0 177 10.6 MI SI.B ISI 134 251 14.1
211 21.152 ) 50.1 ist 55.0 1 10.9 112 41.7 gkl 41.4 Xl ITS
212 )1,071 131 So.l 12 ss.a Mi 10.0 IS 41.1 1 Si.d 0 12
211) 31.1)1 3L S0.1 1 SS. MI 1.0 ” 47.1 [l SIS MI M .|
2114 32.01% 11 SII 113 SS. 151 10.1 2 M .| 71 4SS M1 Hi
2Is 33.201 125 51.0 131 SS. MI <0.0 M 41.2 Sl 31.3 M1 M.I
Cuwulativa Coat MSI.! £131.0 M.OOL.I MIS.4 11§ .1
** Tha bonua aaount glvan for tha Sanata I111 S option (a tlw aaount that a paraon turning IS yaara January I, I111" would racalva; paraona turnin
IS yaara prior to January I, 11 would racalva a MSI aonthly bonur. for tha currant prograa and tha othar optlona, all paraona IS yaara

and oldar would racalva tha llatad bonua aaount.

Praparad by tha Houaa laaaarch Agancy. January I (11*¥17)C).



APPENDIX A
AB undar SB 5t Ho Chang* In
Distribution of Ptmanant Fund Earnings



IAIE 1.1
MONTHLY ANNUITY PAYMENTS POSSIILE FROM INVESTMENT Of PERMANENT FUND 0JVIOCNOS IN AN ANNUITY

Dlatrlbutfon of Paraanant Fund Earning* Changad by Sanata Joint Raaolutlon S (lodgat Stabilization Fund)

Capital lalna « Il parcant
Navanua Foracaat: low
CASE A CASE |

Pericn turning IS In currant yaar Parion Turning IS on 1-2-11

lalanca of Payaant

Annuity

lalanca at Monthly prior yaar'a froa Coablnad Monthly

Intarast Monthly  longavlty annuity prior Monthly  Longavlty

flacal Dividend lata of Annuity Bonua account year* Annuity Bonua
Vaar Received 1.0%  Payaant Aaount on July 1 account Payaant Aaount

il 1) 111711 1117.11
112 534 1,S11.03 1] 241.42 S70.0S 1.7) 0.7) 241.27
IM) 0 2,231.10 is.ei 235.00 507.13 511 1451 73541
111 SIS 3,044.31 22.1S 227.15 103.14 f.tl 21.77 221.23
s Sl 3,131.5 30.1t 211.1) 120.22 1.40 27.21 222.74
IMS <5 4,131.11 3111 211.04 <4514 M3 34.11 21511
HIT ISI 1,015.72 41.1S 201.15 102.42 121 47.31 201.12
111 731 7,411.11 10.20 111.10 715.10 1.15 IM) 200.47
111 126 111211 7331 I7M1 17S.3S 9.40 51.13 111.07
2161 101 10.731.13 IMS 111.35 170.31 1012 11.75 111.25
2101 1 12,171.02 101.23 143.77 7,045.37 1231 12.10 117.10
2112 10)1 1S.120.41 121.3) 123.17 1,110.07 .01 11.21 ISMI
291) 1,071 17,521.07 14111 101.34 1,140.4) 1511 111.31 1I3MI
2101 1.11S 20,217.16 173.40 71.40 111021 11.37 127.71 122.24
211S 1.IS) 23.35S5.22 201.71 40.27 1,230.13 17.41 145.45 101.55
NOTES:
1. Eatfaataa of aonthly annuity payaants baaad on Oapartaant of Ravanua projactlona of futura
Paroanant Fund Olvidanda (Fall I111) and an fntaratt nto of nina parcant.

2. Lift axpactancy valuaa wara provided by tha Alaaka Oapartaant of labor, Daoographlc Raport No. |. Oacaabar IN I.

Prtparod by tha Kouaa Raaaarch Agancy, January till (I1.I73F).



TAILf 1.2
PROJECTED COSTS Of THE LONGEV2ZTV SMUS pmowt AS MODIFIED IT SENATE IILL S

Distribution of Paraanant Fund Earnings Changed by Ssnats Joint Resolution S (ludgst StsbDlistlon Fund)

Capital Cains ¢ 10 parcant
Revenue Foracait: Low

TOTAL PROGRAM COST Aga IS by Jan. I, 1991 Aga IS aftar Jan. I, [l

(allllona)
Coat Nuabar of  Monthly Coat

Nuabar of ~ Monthly
Recipients  Bonus (alllions)

Year  Annual Cueulitlve laclplants  eonus (allllons)

11 12.1 12.1 17,542 250 S2.1
11 57.2 101.1 11.045 250 57.3
11 10.2 171.1 11,151 250 SIS 1111 280
1112 121 2)27 17,251 250 SLI 3,112 241
11 .1 217.1 11,312 250 41.1 5,155 23S
iy i1 3147 15,473 250 41.4 1,443 221
Ilia i 411 14,111 250 43.1 1,357 221
1] 1.1 SU.l 13,75) 250 41.3 11,111 211
HIT 101 ST74. 12,111 250 211 12,7)3 201
11} 71.0 1452 12,111 250 31.3 14,433 200
nn 707 7191 11,211 250 33.1 11,074 m
2101 i1 715 11,307 250 SIS 17,751 1
2m I.) 1542 1,7)3 250" 213 1S, 111 l
2112 1S.1 121.1 1,171 250 21.1 21,011 154
201) 121 1127 1.248 250 247 22,115 131
2114 SIS 11412 1,3)3 250 22.1 14,412 122
1,141 251 20.8 23,311 I1S

211S S3.1 11141

Prepared by tha Kouaa Research Agancy, January IM I (I1.IDA).



APPENDIX B
ALB under SB 5: Distribution of Penunwit Fund Earnings
Affected by SIR 5, Capital Gains > 10 Percent



TAILE A.l
NONTHLY ANNUITY PAYNEMTS POSSIBLE FJION INVESTNENT oF PEWUNFN1 FUNO OIVIDENQS IN AN ANNUITY

No Changa In OfotrlbuClon of Paraanant Fond Earnfnga
Navanua Forre»it: Low

CASE A

hrton turning 15 In currant yaar

Annuity
lalanca at Nonthly
Intaraat Nonthly  longavlty
Flacal Olvidand ft¥ta of Annuity Bonua
Yaar ftacafvad 0.01  Payaant Aaount
1] 1113 I11).01
[1) 713 1,710.41 11.50 241.42
[1) 775 2,141.25 17.41 232.51
[111 711 3,0)2.41 21.17 222.03
IDS 010 5,042.01 31.01 212.01
[ 112 1.314.41 41.07 200.1)
HIT [ 7,101.10 13.25 111,75
(M| 120 MO).si 70.24 17171
[ [If 11,413.75 15.00 155.00
ir« 1,10) 13,511.11 113.01 17431
2101 1,013 15,031.20 1)4.52 115.40
2(02 1,071 10.522.21 157.11 12.31
200) 1,117 21.311.11 113.22 11.70
2011 M5S 24,5)1.00 211.50 31.50
;00S 1,111 20,022.11 242.73 7.21

2
Praparad by tha Houaa Kaararch Aganoy, January Il (11.17)1)

Paraon Turning IS on 1-2-11

Oalanca of
prior yaar'a
annuity
account

on July 1

1117.00
014.50
027.31
031.01
014.10
010.04
1)1.40
112.10

1.025.07
1.070.70
1.113.40
1,151.1)
1,112.40
1.2)2.11
1.274.10

CASE 8

Payaant
fro*
prtor
yaar'a
account

0.7)
0.37
0.70
1.02
152
10.15
10.11
11.75
12.10
13.13
1473
15.71
11.11
10.3)

Cc*binxd
Nonthly
Annuity
Payaant

1.7)
17.11
25.01
34.0)
44.35
54,51
15.41
77.11
00.03

103.47
110.20
137 11
150.10
110.30

NOTES:
EitfM to* of aonthly annuity payvanta baiad on Oapartaant of Bavanua projactlona of futura
Paraaoaot Fund DIvidu>di (Fall IIll) and an Intaraat rata of nina parcant

Nonthly
Longavity
lonua
Aaount

241.27
232.11
22411
215.17
205.05
115.41
10151
172.04
110.17
141.53
131.00
111.01

10.07

00.70

LIfa axpactancy valuaa wara providad by tha Alaaka Oapartaant of Labor, Oaaographlc A*port No. |, Oacaabar Il1l



JAJIF Al
fWJICIfO COSIS Of THE ICWfyjir (ONS MOMAK AS NOOIfIO 1v SUAK fill )

No Crartft In Olatrthution ot faraaant fund hmfnFi
lavanut focacaat 1 to

/ORI FIONIAN COSE AFE IS by Jn. 1, 1 AFE IS thitr Jen. 1, 1111

(tilllos)
Cotl Nugbar of  Norithl Coot

Nugbar of  Nonthlly
feclflantt  lona (=llllae)

IMr Anual Quaulathv* lectfland loui @il llae)

m 20 121 11,142 i M
mr s, m1 IMIS =1 S7.2
112 1101 1.11S =1 s1.S LAf 7SI S
mp 121 2pa 11,251 x1 SI.1 2.712 I
M. 2111 TH) % 4 41.1 S.ISS 21 11
11 HA.l I1S.10) =1 4.4 7.40) 24 21
IMS 111 121 14.111 =1 4.1 1.257 ns 11
m o Sl 1).15) =1 41.) nm 201 It
mr M.1 Sl 12.111 =1 0.0 12.71) 1 111
(TR Y D Y 12111 251 ) 14.4)1 s )M
m 12 2141 11211 2)1 )~ 11.174 m 1)
I IS 1IES 1a.S1) =1 215 17.751 m 1L
211 1) ID1 1.71 =1 21.2 11.411 1T
212 1) L) 0.120 =1 21.1 21.111 1)2
211) SIS ISM 1,245 =1 2.7 2,715 1T
2111 SL) 1.02.) 2.3D) 1 7.1 24417 I

1,404 0 21.S 71111 o1

211 411 1.dl)

FfrefirW by tha Houae Naaaarch Aftncy, January 1111 (11.1©J).



IAILT A
MONTHLY ANNUITY FAYNENTS FOSSIIIE FAON INVESINEN1 OF FEANANENI FUND OIVIOENOS IN AN ANNUITY

No Changa In Olatrfbutlon of Paroanant fund Earning*

Naranu# Fomcaat:
f
Flacal Olvfdad
Taar Necalved
1] 1122
1112 [
[1) 42
iici [S
1S [1S
mi [11
HIT [.IH
m 1 1,112
1 [.IH
A1 1171
2111 1,221
2112 1,211
211) 1,117
'l | 1.1
211 1415
NOTES:

Fraparad by tha Houaa Naaaarch Agancy, January 1L (L.ITIS).

CASE A

Faraon tumInf IS In currant yaar

Aruity
lalaoa at
Intaraat
IUta of
ot

1177.41
L1t1.S )
2,171.41
1,119.74
5,421.41
1,1)1.18
1S .21

154118
12.111.5 2
1S.171.28
17,1)1.12
21,111.11
2).18).17
27.872.2
IE,NC. It

Morthlly

Aruity
Fayeant

till
17.12
21.42
41.))
$).12
1.5 1
1S .42
114.22
125 41
.S
175.47
214.11
201.11
212,74

Nortthly
logavity

loa
Aaount

211.22
222.11
221.51
211.17
m21
111.42
.S |
141.11
12451
115
71.59
4§ .21
nn

.1

CASE |

Faraon Tuming IS on 1-2*11

lalanca of Faysant
prior ysarta froo  Coablnod Morithly

aruity prior Nonthly  logavity
acoount yaar-a Armuity lowa
on Jduly | aooount Fayaant Aoountt

ooooo

1177.41

155.17 1.12 1) 741.17
111.14 1.71 17.12 2)7.21
111.71 11 21.11 722.12
171.71 111 )7.21 212.71
1,124.11 1178 17.11 212.11
1171.11 1157 S1.S| 111.44
1,1)2.11 12.52 72.11 177.12
1,111.22 1251 1S .14 114.21
1,251.11 14.72 1m21 141.14
1)1).42 I1S.12 111.21 1)2.72
1,154.11 17.21 122.52 .4
1415 .11 11,57 152.91 17.11
145121 21.1) 172.1) 7717
SIS 21.17 DXL SI**

Eatlaatza of aorthly amuity payeanta beaad on Cepartaant of Xavanua projactloma of futura
Faraenent Fund Dividandi (Fall 1911) and an Intaraat rata uf nlna porcant.

2. Ufa axqpactancy valusa aara providad by tha Alaaka Capartaat of labor, Ceoographlic lgport No. 1, Decadbar L.



taole a.i
WOJECTEO COSTS oF THE LOWCVITY IONUS MOGAAN AS NOOIfIED IT SENATE DLL S

No Chang* In Olatrlbutlon of P*r«*n*nt Fund Earning*
b*v*nu* Forocofti  Mid

Af« IS «ft#r Jin. 1. [l

TOTAL WOCRAN COST Ago IS by Jan. I, [l
(mi [ Hon*)
Nuobor of ~ Nonthly Coat Nuobar of  Nonthly Coot

Uar  Annual Cuulattv* Xaclplanta  lonua (m Il lona) Raclplanta  lonua (minto
111 SII SII 17.913 1SO Sl

(111 SM 101.1 IM IS 1SO 57.3

1] M .| 171.1 (M S 1SO SIS 1,110 15O
(111 17 3)37 17.359 351 SII 3.711 1
[1) [, 317.1 M3 1SO .1 S.ISS 3)3
(1] [.) ! 1S.17) 1SO [ 7.11) 331
ms 177 D11 .M 350 0.1 MST 31)
m i 113 1 IMS) 1SO It.) . 1f 303
tin 171 SI7. 13.111 351 30.1 13,71) no
m i 7y 1)1l 13.101 1SO 313 11,01 in
Jilt IS.1 711 11.3)1 1SO H | 11.071 in
ini M 71).1 11,507 1SO 315 17.781 N
m i M. 1711 1.7)) 1SO 311 11.110 1)1
ion Sl 110.S 9.171 1SO 311 31,010 [
ni) SIS 1)3.1 M IS 1SO 317 33,71% I
3011 IS.S 177.S 1.5)) 1SO 13.1 31.113 n
2005 31.) LOIS. M M 1SO 30.S 30,111 Sl

Pr*p*r~d by th* Hooi# fttasarch Agancy, January till (11.1T37).



rv

TABLE 1.3
NONTHLY ANNUITY FAYHEMIS POSSIBLE fRON INVESTMENT Of PERMANENT fumo pivioENOS im AN ANNUITY

Distribution of Permanent fund Earnings Changed by Senate Joint Resolution S (Budget Stabilisation fund)

Capital Detns « IB porcsnt

Revenue forecast: Hid
CASE B

USE A

Person turning IS In current year Person Turning IS on 1-2*11

lalanca of Payaant
froe Coeblned Nonthly

Annuity
Balance at Nonthly prior year's
Interest Nonthly — Longevity annuity prior Nonthly  longevity
fiscal Dividend Rate of Annuity Bonus account year's Annuity Bonus
Year Received 11 Payeent Aeount on July | account Payeent Aeount
[ M2? 1177.11 [177.41
1112 [ 1,111.14 IB.M 241.32 55431 B.BI B.I3 241.17
1113 132 2.43B.47 15.13 214.B7 574.55 1.73 15.55 224.44
[111 151 3,344.11 24.14 225.15 511.14 7.11 22.44 227.34
IBIS [ 411131 11.01 215.12 715.23 1.47 31.13 211.11
[T 711 5511.11 42.13 255.8T 741.22 1.17 35.11 212.B5
[ 141 1,713.11 54 .42 115.51 71742 B.4S 44.45 203.54
[ 1 1,111.75 17.21 152.11 514.70 B.24 55.71 11421
[ [ 11,152.31 12.12 157.11 1,111.45 1nmn 44.44 111.54
2118 1,145 12.172.11 11.44 151.55 1,118.54 12.41 71.14 111.15
2111 1,151 14,117.14 111.42 111.5B 7,221.51 14.21 11.14 154.14
2BB? 1,212 11,115.11 142.32 117,51 1,213.14 15.25 101.21 141.11
2113 1,251 11.121.25 [17.82 12. 1B 1,315.44 11.51 12411 121.11
M 1,211 22,111.41 111.14 53.15 1,314.41 IB.13 14512 11411
2115 1,347 21.517.25 227.58 22.5B 1,427.12 H. Il 14453 13.47

NOTES;
1. Eetfeetee of Mnthly annuity peyaaeta besed on Bopertaeotef Revenue projections of future
Remanent fund Dividends (fill 1555) end «nlInterest ratsof nine percent.

of Labor, Oeeogrephlc Report No. I, Oeceeber II1l.

Life expectancy values uers pcuvided by the Alaska Oapartaant
fenitifu 111 /IS HUM.

2.



N N

[Altt v.a :
MOJFCUO QCSTS OF IHE IONORVITY 10VUS PACCOAN AS MO I FUD IT 5MAlT bill >

Olatrlbutlon of nrotnont fund farninga Changad by Oanata Joint laaolutlon 5 (ludgat Stab!lllation fund)
Capitol (Ulna « 10 parcent

ftavanua foracaat: Hid
Aga IS aftar Jan. I. till

TOTAL PNOMAN COST Ago IS by Jon. I, Il
{PHITTONS) ————
................................. - - busbar of  Nonthly Coat Nuabar of ~ Nonthly Coat

Yaar  Annual Cusulativs Oacfplanta lonua {*(11fona) fUclpfanta  lonua (allllono)
[11] S2.1 52.0 17,942 290

[11] ST.2 101.0 11,019 250

[111] <(0.2 170.1 10,191 2)0 250
HIT 12.2 2)2.1 17,290 250 211
[ SO 217.7 [.)12 290 2)1
[111] 10.7 1144 19,47) 211 227
till 10.S 411.0 14.441 291 220
e 119 $02.8 ),75) 290 212
[111] 10.0 §12.) 12,110 290 201
[ 70.0 042.) 12,101 250 [1]
[ [.) 7)1.9 11.291 290 [
TIOI (1.0 770.9 10,907 250 171
Till 150 049.3 0.7)) 250 157
2012 02.0 107.0 0,170 250 [
2000 904 111 0.249 250 12)
2101 §J.2 1011.9 7.9)1 250 104
210S 411 1,0104 <.110 250 0)

Prsgarad by tha Houaa Naanarch Agancy, January 111 (11-171V).



APPENDIX C
AB undar SB 5: Distribution of Paraanant Fund Earnings
Affactad by SOR 5, Capital Gains - 20 Parcant



TALE C.)
NOMTNLY AMMUIIY PAYMENTS POSSIBLE FRON INVESTMENT OF PFRNANENT FUND DIVIDENDS IM AN ANNUITY

Distribution of Paraanant fond Earnings Changad by Ssnats Joint Rssolutlon 5 (ludgat scobl 11[CCion tuna)

Capital Aafna m20 parcant
Navanoa Foracaat

Flacal
Yaar

[111

1112
[1)
iim

[11's
[
HIT
[
[
2111
2011
M2
210)
2004
201S

NOTES:
l.

Olvfdand
Racalvad

$ok
542
SI2
S1)
10)
1)S
700
[1S
17
M IS
1,11)
1,247
1,219
)l
1,311

CASE A

Paraon turning IS In currant yaar

Annuity
lalanca at
Intaraat
Rata of
[.Ot

171141
1,5)5.04
2.213.13
3,110.07
4122.71
S,112.11
1.24551
71114
1,312.71
[1.374 .13
1),172.21
11,23).17
[t.0 1.7l
22,2)1.10
25.733.t4

Monthly
Annuity
Payaant

1.l
15,11
22.41
70.17
31.71
S 1.l
nn
7111
12.11
112.52
135.24
1(0.51
11175
211.11

Nonthly
Longavity
Bonus
Aaount

241.12
234.12
227.51
211.33
21B.21
111.12
111.02
171.14
IST.11
13741
111.71

11.42

11.25

31.02

Parson Turning IS on 1-2*11

lalanca of
prior yaar's
annuity
account

on July 1

1177.41
STI.SI
591.14
122.35
143.70
177.11
14728
170.01

1.000.25
1,131.11
1,273.83
1,331.17
1,311.11
1,440.01
1,413.43

CASE B

Payaant
froa
prior
yaar's
account

1.03
S.IS
1.31
[
7.01
1.11
1.17
10.41
12.31
14.41
11.15
.25
11.71
21.40

Coablnsd
Nonthly
Annuity
Payaant

0.13
14.71
21.01
27.71
34.17
42.53
SI1.20
D .il
13.17
11.44

10S.21
123,51
143.30
114.70

Eatfaataa of aonthly annuity payaants baaad on Oapartaant of Ravtnua projactlona of futura
Paraanant Fund DIvfdsnds (Pali IIl!) and an Intaraat rata of nina parcant

Nonthly
Longavlty
Bonus
Aaount

241.11
235.22
201.11
222.22
215.13
207.47
ti.10
111.31
171.03
In.sl
14471
121.41
101.70

95.31

2.Lift axpactancy valusa aara providad by tha Alaaka Oapartaant of Labor, Oaaographtc Raport No. I, Dacaabar IlIl.

mi rtt-ntw)



TAILE C./
PROJECTED COSTS Of THE LONGEVITY SONUS PROGRAM AS MODIFIED BY SENATE BILL S

OUtrlbutlon of Paraanant fund Earninga Changad by Sanata Joint Raaolutlon S (fludgat Stabilization Fund)

Capital Gaina m20 parcant
Ravanua Foracait: Lon

TOTAL PROGRAM COST Aga IS by Jan. 1, [l Aga IS aftar Jan. I, [l
(allKona)
--------- Puabar of ~ Monthly Coif Nuabar of  Nonthly Coat

Yaar  Annual Cuaulatlva Raclpianta  lonua (atlliona) Raclpianta  Bonua (ailliona)
[T 52.1 52.0 17,542 250 52.1

1! 57.2 1011 11,015 250 57.2

1 102 1701 Il.151 250 54.5 250 5.1
1112 127 2)2.1 17,251 250 51.1 241 10.1
1) IS.I 2171 1,)12 250 41.1 231 10.0
11 17.0 2141 15,47) 251 414 231 20.0
1S .1 4)).1 nim 250 D .l 225 25.2
11 704  SOI) 0,75) 250 413 211 21.2
1117 1.1 5754 12,111 250 30.1 212 324
11 117 1472 12,101 250 31.3 204 354
1] 1.1 7111 11,214 250 33.1 I 3.1
2000 701 7111 10,517 250 315 I 314
2111 .) 1511 1,71) 250 21.2 1n 40.1
2002 110 1251 1171 250 20.1 151 31.1
200) 0.5 [1.) 1,245 250 211 142 31.1
2001 51.) L.OILS 1.5)) 250 22.0 125 35.7
2005 Si.) 11121 1111 250 20.5 107 33.7

Praparad by tha Houaa Raaaarch Agancy, January 1111 (11.1710).



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

Olatrlbutlon of Porsaacat Fund Earning* Changod by Snuii Joint Raaolutlon 5 (Bodgat Stabilisation Fond)

Capital fialna > 21 parcant

Oavanua Fortetit: Low
CASE A CASE B

Parion turning IS In currant year Parion Turning IS on 1*2-11

lalanca of Payaant

Annuity

lalanca at Nonthly prior yaar'a froa  Coablnad Monthly
Intaraat Monthly ~ Longavity annuity prior Nonthly ~ Longavlty
fiscal Olvidand Rata of Annuity *0nus account yaar'a Annuity Bonua
Yaar lacalvad 1.01  Payaant Aaount on July 1 account Payaant Aaount

11 M 1) 1117.11 MST.1l
1112 472 1,441.1% MSI 211.42 S0).IS 1.73 1.73 241.27
1) 411 2.101.27 14.24 23S.11 520.14 S 13.11 231.01
Kill S0S 2,121.47 20.71 221.21 5)1.01 5.41 11.40 210.10
ISIS 522 2.141)i 27.11 222.01 557.24 .10 2811 224.11
11 Sl 4.SS1.II 31.02 21).11 SI12.11 s.u 31)) 211.17
HIT I $.177.11 4S.0) 214,17 1SS.45 1,51 37.11 212.01
11 Tit .S SS.SI 11111 751,11 1.11 4552 201.41
11 I 1,111 11.07 fll.1) 1S 1.01 54.10 1S .40
2101 122 10,117.10 12.71 11721 114.24 10.74 1S.)) 114.17
2001 1,0)0 12,111.51 1unn 1S0.02 1,011.5) 12.53 17.17 172.13
2012 1.472 I1,)St.41 1t).1S DO. IS 1,114.11 14,55 12.41 157.51
200) 1,11) 11,1)1.20 141.11 111.04 1,111.1) 1551 101.10 111.10
2001 1.15) .S TIil 111.41 [).51 1,230.1) 11.13 125.03 124.17
2008 1,112 22,111.21 11).1S 51.35 1,272.1S 11.21 113.33 10S.57

NOTES:
1. Estlaataa of aonthly annuity payaanta baaad on Oapartaant of Ravanua projactlona of futura
Paraanant Fund Dlvidonda (fall [lll) and an Intaraat rata of nlna parcant.

2. Llfo axpactancy valuta wart providad by tha Alaska Oapartaant of Labor, Oaaographlc Aaport No. 1. Dacaabtr [Ill



_ S I I _
Mu C.|
MOUECTEO QTS Of THE 1OMEVITY MHOS ROGAAM AS MOOIIEO |f SENATE till 5

Olatrfbutlon of Paraanant fund Earninga Changad by Sanata Joint Raaolutfon 5 (Oudgat Sc«bflfmtlon fund)

Capital Cain* « 10 parcant
Ravanua foracaatt kid
Aga IS aftar Jan. 1, [Ill

TOTAL How * COST Aga IS by Jan. 1, Il
(allIfon*)
Nuabar of ~ Monthly Coat Nuabar of ~ Monthly Coat

Yaar ~ Annua) Cuaulitiva Raclpianta lonia (aliilons) Raclpianta  lonui (allllon
1] 12.1 12.1 17,142 250 2.1

[111 ST.2 1.1 IM 1S 250 57.2

11 102 1711 tIIS ] 251 SIS |.IH 251

[111 12.7 2)2.1 17,251 250 511 3,712 241

[1) 1S .1 217.1 [1.H 2 250 41.1 S.ISS 238

1114 [ H4.0 1S ,47) 250 41.4 1,44) 221

HIS [ 4)).4 14111 25| D .l .37 222

111 700  SO) 4 IM'S) 250 41) 11,111 215

HIT 704 ST)I 12111 250 211 12,11) 207

11 707 1(4.S 12,101 250 313 14,431 | ff

(11 702 7117 11,211 250 31) 11,074 1

2001 <L0 711 10.507 250 31.5 17.781 1

2m H.I IS1.1 1.7)) 250 21.2 11411 112

2002 M 1142 1,1 251 21.1 21,011 Us

211 S1)  17)8 1,248 250 24.7 22,715 121

2001 S).I 11274 7.533 250 22.1 24.412 107

211§ 47.5 1.17S.0 [.1H 250 20.5 21,311 IS

Prsparad by tha Houla Raaaarch Agancy, January 11 (H-11)X).
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ALB undar SB 5: Distrjbution of Ptnnanant Fund Earnings
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TAILE 0.1
NONTHLY ANNUITY PAYMENTS POSSIBLE FROM INVESTMENT OF PERMANENT FUND DIVIDENDS IN AN ANNUITY

Distribution of Paraanant Fund Earning! Changad by Houia Joint RasoTutlon I) (Education Endouaant Account)

Ravanua foracait:

Flaca)
Yaar

till
m

m
1

HIS
till
HIT
111
till
2111
2101
2012
201)
2001
2008

NOTESt
l.

2

Praparad by tha Houaa Raaaarch Agancy, January IBIS (II.I73H)

Olvidand
Racatvad

HO)
S0l
502
4)5
437
445
150
450
401
414
504
)
522
5)0
5)0

Esrfaatas of aonthly annuity payaant! basad on Oapartaant of Ravanua projactlons of futura

CASE A

Parson turning IS In currant yaar

Annuity
lalanca at
Intaraat
Rata of

1.01

<721.10
1311.71
2,050.31
2,700.01
3,410.22
£,200.00
5,015.71
0,010.00
7,005.02
0,220.21
IIH .77
tl.Bl0.4t
12,441.15
14,1)5.14
15.001.11

Nonthly
Annuity
Payaant

<71.21
U.02
Dk
21.70
Ss.oi
41.55
50.11
50.41
[t.0 |
01.31
04.04
107.12
123.14
131.02

Monthly
longavlty
lonua
Aaount

242.71
231.10
220.14
22).21
210.11
200.45
il
HO 54
100.11
tht.il
15511
142.01
121.11
11011

Parson Turning IS on 1-2-11

lilanco of
prior yaar'a
annuity
account

on July 1

<721.10
<02.07
5)5.10
411)f
411.50
475.04
411.70
41112
513.47
527.35
5)0.02
547.0)
557.24
515.70
574.32

Paraanant Fund Olvidanda (Fall I11l) and an intaraat rata of nfna parcant.

Ufa axpactancy valuaa uara providad by tha Alaska Oapartaant of Labor, Oaaographtc Raport No. I.

CASE 8

Payaant
froa
prior
yaar'a
account

1.34
0.H
5.44
4.11
5.14
5.31
S.IS
5.15
1.3!
1.71
1.12
1.51
1.14
0.41

Coablnad

Monthly
Annuity

Payaant

Nonthly
longavlty
0nus
Aaount

242.41
23147
230.1)
225.04
220.71
215.34
21111
203.04
117,50
HO .71
103.il
171.11
110.22
1S0..I

Dacaabar [II1].



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

Ofitrlbution of Paraanant Fund Earning* Changad by Houaa Joint Raaolutlon 13 (Education Endo**ant Account)

Ravanua Foracoit: Lon

TOTAL PAOCRAN COST Aga IS by Jan. I, [l Aga IS aftar Jan. I, lilt
(allllona)
Nuabar of ~ Monthly Coat Nuabar of ~ Monthly Coat

Yaar  Annual Cuaulatlva Raclpianta  Booui (alUtona) Raclpianta  Bonua (m1)1(on
[ 52.1 52.1 17,542 250 52.1

1110 ST.2 1011 11,015 250 57.2

lilt 102 1701 1. 151 250 54.5 |.IH 250

1112 2T 221 17.251 250 51.1 3,712 243

[1) IS.1 2171 11.312 250 41.1 5.155 231

till 17.0  31$.0 15,47) 250 414 7,413 231

IMS 112 411 11,101 250 43.0 1,357 221

[1] 0.7 SCI! 13.7§) 250 <13 11,111 221

HIT 1.1 STI4 12,111 250 311 12.713 215

till 721 11T 12,101 250 31.) 14,431 210

HIS 132 1223 11,211 250 33.1 11,074 204

2000 73.1 TIS 11.507 250 315 17,751 17

2001 13.7 1.5 1,7)3 250 21.2 11,411 HI

2002 731 1430 0,171 250 21.1 21,031 1

200) 72.1 i.eis.i 0,245 250 247 22,715 171

2001 720 1.017.1 1,53) 250 22.1 21.412 1

2008 1.1 tISLO 1.141 250 20.5 21.311 110

Fraparad by tha Houia Raaaarch Agancy. January 111 (II-I7T3N).



TABLE 0.1

monthly annuity payments possible from investment of permanent fund oividcnds in an annuity

llatrtbutfon of Paraanant Fund Earning* Changad by Houaa Joint Raaolutlon I) (Education Endowaant Account)

Rovatu# Foracaat; Mid
CASE A

Paraon turning IS In currant yaar

Annuity
lalanca at Monthly
Intaratt Nonthly  Longavity
Ffacal Olvidand Rat* of Annuity lonua
Yaar Racalvad .0t  Payaant Aaount
11 M75 $720.54
1112 STS 1,311.2) 17.1) 242.17
lit) 1)2 2,013.07 13.14 231.10
11 [ 2.100.25 20.70 22131
HIS [ 3.573.21 27.70 222.30
1! S00 4,420.55 35.35 214.15
HIT 51S 5.370.11 43.11 201,11
11 510 1,421.57 53.11 mn
till 540 1,517.02 03.57 111.43
2111 502 0,070.11 75.05 174.14
2011 574 10.201.71 17.75 112.25
2002 504 11.030.54 101.70 141.30
2001 514 13.521.11 117.02 132.11
2001 104 15,311.00 133.0) 111.17
2008 013 17.4)1.44 152.25 17.75
NOTES

Parion Turning IS on 1*2-11

Palanca of
prior yaar'a
annuity
account

on July 1

$720.51
113.01
017.11
01111
520.14
533.75
54171
545.71
517.01
511.14
112.75
123.42
134.10
114.77
45431

Paraanant Fund Olvidandi (Fall till) and an Intarnt rata of nina parcant

CASE fl

Payaant
froa

prior
yaar'a

account

1.25

1. Eatlaataa of aonthly annuity payaanta baiad on Oapartaant of Ravanua projactloni of futura

Coablnad
Nonthly
Annuity
Payaant

1.25
13.51
11.51
25.12
30.15
30.11
43.21
50.03
57.23
14.17
12.11
11.52
10.51
100.14

Monthly
Longavlty
lonua
Aaount

242.75
217 44
230.43
27411
211.15
213.12
201.74
111.17
112.77
115.13
177.02
14141
161.44
141.11

2. Llfa axpactancy valuta wara providad by tha Alaika Oapartaant of Labor, Daaographlc Raport No. I. Oacaabar IlIl.

Praparad by tha Houaa Raaaarch Agancy, January Il (I1-173Y).



PMJttUO uab U iHt IUHUrlll atMuj umim+ ki Huviutu *i oUUIt Mill >

Olitributlon of Paraanant Fund Earning* Changad by Houaa Joint Raiolutlon |) (Education Endo«a*nt Account)

havanuo foracaal: Hid
Aga 15 aftar Jan. 1, [IlI

101A1 PfOMAN COST Aga 15 by Jan. 1, Il
(allllona)
Nuabar of  Nonthly Coat Nuabar of  Nonthly Co*
Yaar  Annual Oaulatlva Raclpianta  lonui (allllona) Raclpianta  lonu* (w111
im 12.1 12.1 17.542 251 ST.1
11 ST.2 iia.t 11,115 251 51.2
11 11.2 P 11,151 151 54.5 I.1H 751 5.1
1112 127 2)2.1 17,251 251 511 3.712 24)
[11) 1S.1 217.1 11,342 251 41.1 5.155 )1 ¥
IfM ol 3441 15,47) 251 414 1.44) 2)0
111$ .1 4)4.1 14,101 211 43.1 1.357 225
It s 1%4.1 13,75) 211 41) 11 211
HIT .1 SIS.T 12,111 251 31.1 12,11) 21)
[111 2.t 1411 17.111 251 31)) 14.4)1 207
11 [l 721 I, 211 251 33.1 11.174 200
2111 72.1 121 H.SIT 251 31.5 17,751 )
2111 12.3 1S ) 1.13) 251 21.2 Il.411 115
2112 311 1.1 1,171 251 21.1 21.111 1
211) 1.1 11171 1,245 251 14.1 22.115 [l
2114 I 1.177) 7.5)) 250 22.1 24417 HI

2118 17.1 1.1452 1,114 251 21.5 21311 HI

Praparad by tha Houaa Aaaaarch Agancy. January I (I1-1132).



APPENDIX E
ALB undar SB 5: Ravanua Foracast firaphs



FIGURE E.2 Alaska Longevity Bonus Program Under Senate Bill 5

ALASKA LONGEVITY BONUS

Comparison of Monthly Bonus Amounts
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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



FIGURE F.1 Alaska Longevity Bonus Program Under Senate Bill S

ALASKA LONGEVITY BONUS
Comparison of Monthly Bonus Amounts

Fiscal Year



RE F.2 Alaska Longevity Bonus Program Under Senate Bill 5
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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.1 Connarison of Proposals to Peduce the Cost of the Alaska Longevity Bonus Program

ALASKA LONGEVITY BONUS
Comparison of Monthly Bonus Amounts

Fiscal Year



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

ALASKA LONGEVITY BONUS

Comparison of Annual Costs
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FIGURE G.3 Comparison of Proposals to Reduce the Cost of the Alaska Longevity Bonus Program
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P O Bo* V.Sutf Opiiol
lTunnu. AU»k« mu-J100
Mail Stop >100
(907) 4M )99l

February 15, 1989
HEHORAHDUK

TO: Representative Kay Brown
ATTN: Eric Myers

FROM  Karen Oakley

Legislative 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 that Figures G.I and G.2 be modified by removing the information for
the options that would freeze longevity bonus appropriations at $50 million and
$60 million. You also asked that the information for the option that would

freeze appropriations at $55 million be labelled "Freeze at Current Level."
The modified graphs are attached.

If you need any additional information, please let me know.

Attachment



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P O Bo« V. Suif Cioiiol
Junuu. Alitk*99lil-)I00

Mail Stop 1100
07) 180
February 16, 1989

TC:
ATTN:

FROM  Karen Oakley”0
Legislative Analyst

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

Research Request 89.246

You asked for estimates of the costs of the longevity bonus program 1n FY 90
1) If the program 1s unchanged, 2) if no new recipients are allowed, 3) if

new recipients are allowed but the monthly bonus amount 1sreduced to $225,
and 4) if eligibility 1s based on need.

Because your primary interest is costs of the program in the immediate future,
I have estimated the costs using recent Information from the Division of
Pioneers' Benefits. Our prior work on costs was aimed at determining the
relative costs of various proposals over the next 15 years, and the recipient

numbers used to produce these long range estimates are less suitable for
producing short range estimates.

Table 1 summarizes the estimated FY 90 costs of the bonus program with no
change and under the various modifications which you asked to be analyzed.
Table 2 shows how the estimates were produced. Note that the costs estimated
are for bonuses only; we have not estimated administrative or hold harmless
costs. The Governor's budget proposal for FY 90 (House Bill 100) includes

$56.8 million for the bonus program, hence our estimate of $54.9 million to pay
bonuses 1n FY 90 1s in the same ballpark.

The most recent proposal to create a needs-based bonus program was Governor
Cowper's House Bill 151, considered by the legislature 1n 1987. Under that
bill, 1) no new recipients were allowed, 2) seniors with adjusted gross incomes
less 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



February 16, 1989
Page 2

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

session analyzing this proposal and various proposed modifications; these
memorandums are attached.

For the purposes of this memorandum, two needs-based programs were analyzed.
In both scenarios, seniors with annual gross incomes (not including the bonus)
above $17,000 were excluded from the program, and the monthly bonus amount was
left at $250. In one scenario, new recipients were allowed; in the other
scenario, no new recipients were allowed. At your request, we can estimate

the costs of a needs-based program with different income limits and different
bonus amounts.

House Research Memorandum 87.086 (also attached) provides a general evaluation

of a needs-based bonus program. In that memorandum, we found that under a
needs-based program:

the bonus would not be counted as income in determining an
individual's eligibility for certain public assistance programs,
ancT the state wouTd~TrrereTor~e nQ_,TdTi?er~ravg—to fund "hold

harmTpss" accounts to replace loir~benaflts. *uch benefits are
estimated to cost $3.8 million in FY'90.

the one-year residency requirement for the bonus could be subject
to challenge, as federal courts have held that the maximum

residency requirement for programs that provide "basic necessities"
is 30 days.

| hope you find this information useful. If you need any additional
information, please let nme know.
Attachments

AThe attached memorandums are:

87.161, 87.231, 87.237, 87.272, 87.275
and 87.292.



1ASIE 1
SIMtART Of ESIIMALEQ COSIS Of IME 10NCEVIIV $ONUS PROCRAM IM ft 90 UNOER VARIOUS NOOIfICAIIONS

(In thousands of dollars)

Estimated EatiMtcd
Program Savins* Percentage
Cost In Dollars Savings
No Change $34,901.3
No Haw Raclpianta 51,200.5 3,201.0 5.0
Allow Naw Raclpianta Rut
Raduca lonua to $223 49.411.4 5,490.2 10.0
Naads-laiad Program
(Annual Cross Income
lass than $12,000)
Allow Naw Raclpianta 41.225.1 13,120.4 24.0
39.292.4 15.609.1 26.4

No Naw Raclpianta

Notai This table steamerlits Information prasantad In Tabla 2 of this memoranda.

Praparad by tha Nouss Rasaarch Agency, ftbruary 1909 (69-246A).
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