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most in the support industries of trade, services, and finance which
are concentrated in the urban parts of the state. Private holdings
of wealth increased modestly and tended to be concentrated among the
higher-income groups. The availability of funds resulted in a small
amount of capital investment for business purposes.

Compared to the expenditure of an equivalent amount of public
funds for other purposes, including government operations, capital

projects, subsidies, local transfers, or nonpetroleum tax
reductions, the dividends produce the Ilargest increase in before-
and after-tax 1income, employment, and population. Employment growth

from dividends is in the support sector while government
expenditures produce more jobs in government or construction-related
industries. Our results are generalized for each sector as a
whole. Particular government programs may have characteristics
considerably different from the average, particularly for subsidies.

Because nearly all state revenues come from the production of
finite petroleum reserves, total public spending— whether 1iIn the
form of dividends or alternatives— is nonsustainable at its current
level. Several long-term policies involving (@) different mixes of
public and private uses of Permanent Fund earnings and (2) different
mixes of current and future spending of Permanent Fund earnings were
examined using simulation analysis. No alternatives are able to
arrest the decline in public revenues, and none significantly alter
the projected structural shift in the economy away from growth
dominated by the public sector.

Permanent Fund earnings spent as dividends produce more
employment, personal income, and expand the private economy more
than public expenditure of the same funds but, as with all other
spending alternatives, contribute to the future decline in the level
of government services. If current public speeding patterns—
including paying dividends— continue, significant and continuing
reductions in government expenditures will become inevitable in
about 1993, cutting per capita real public spending to half its
current level by the turn of the century. Saving of Permanent Fund
earnings has the least effect on the economy in the present but
increases future opportunities for public or private spending by
enlarging state fund balances in the future- augmenting TFfuture
public revenues projected to be much smaller than those of today.
Thus, the use of Permanent Fund earnings involves a choice between
public versus private and current versus future spending.

10
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TABLE 1

ALL |.ETURNS UMDER AGE 65

AGI RANGE

NO AGI

SI - $5000
$5001 - $10000
$10001 - $15000
$15001 - $20000
$20001 - $25000
$25001 - $30000
$30001 - $35000
$35001 - $40000
$40001 - $45000
$45001 - $50000
$50001 - $55000
$55001 - $60000
$60001 - $100000

OVER $10

000

FREQUENCY

2599
39813
31726
27711
23870
22012
20742
18499
16S80
15576
13908
12236
10135
29119

3722

CUM FREQ

2599
42412
74138

101849
125719
147731
168473
186972
203852
219428
233336
245572
255707
284526
288548

[N

H
FPOWADUUION~N®EO WO

PERCENT

.901
.798
.995
.604
272
.629
.188
411
.850
.398
.820
.241
.512
.092
.290

TABLE 2

ALL RETURNS UNDER AGE 65

TXABL INCOME
RANGE
NO TXABL INCOME
$1 - $5000
$5001 $10000
$10001 - $15000
$15001 - $20000
$20001 $25000
$25001 - $30000
$30001 - $35000
$35001 - $40000
$40001 - $45000
$45001 - $50000
$50001 - $55000
$55001 - $60000
$60001 - $100000

OVER $100000

FREQUENCY

9575
4631 5
35587
27490
25593
24301
21955
19930
17164
15124
12127

9523

6871
14880

2108

CUM FREQ

9575
55390
91477

118967
144565
168366
190821
210751
227915
243039
255166
264689
271560
286440
283548

e

OUNWRARUITONONO®ONODW

PERCENT

.318
.051
.333
.527

871

422
.609
.907
.948
.241

203

.300

381

.157
.731
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OLDER ALASKANS SURVEY

OCTOBER 1984

AGE

MEAN
MEDIAN
MODE
MINIMUM
MAXTMUM

SEX 1 MALE
2 FEMALE

MARITAL STATUS (current)

1. Married

2. Divorced

3. Separated

4. Widowed

5. Never Married
Ethnic/racial background
White/Caucasian
Native Alaskan
American Indian
Black
Asian/Pacific

Islander

Other

o opwNe

Hispanic Background

1. YES
2. NO
BORN IN ALASKA
1. YES
2. NO

RANDOM
SAMPLE

71.915
70.565
65

107

51.6%
48 . 4%

73.4%
21.4
1.4
5
2.3

5

1.3%
98.7%

25.0%
75.0

YEAR CAME TO ALASKA (See data page 9)

CODE = YEAR
RANGE = 1908 TO 1983
MEAN = 1952

MODE = 1947
(PEAK PERIOD
THE PERCENTAGE

HOUSING ARRANGEMENTS

1. HOUSE
2. APARTMENT
3. GROUP QUARTERS
(Nursing home,
Pioneer home,

* RANDOM SAMPLE OF 1000 RESPONDENTS.
SCOPE.

IS DURING WORLD WAR

etc.)

78..6%

17.1
4.3

1. 55-69
2. 70-74
3. 75-79

-

APPLICATIONS OF THIS

3/5/85

MARCH 4, 1985 ** (AcWL
DATA ANALYSIS W
41.9
29.0
15.7
8.7
3.7
-9 Missing Value
48.0
51.5

-4 Missing Value

\l

N
PP O W

N~NOoOR W

©

.5 Missing Value

Il AND PARTICULARLY THE POST WAR YEARS)
INCREASE HAS NOT EXCEEDED 2.2 SINCE 1960

1.0 MSissing Value

DATA SHOULD BE LIMITED IN

)



RANDOM * MARCH 4, 1985

SAMPLE DATA ANALYSIS
HOUSING SATISFACTION
1. EXCELLENT 34_5% 36.2
2. GOOD 43.5 42.1
3. FAIR 16.8 15.2
4. POOR 4.2 3.5
5. BAD 1.0 1.3
L J 1.7 Missing Value

10. MONTHLY HOUSING COST
INCLUDING UTILITIES (see data page 15)

CODE = MONTHLY COST 1. $ O0-51° 5.0
MEAN = $447.04 2. $51-200 14.9
MEDIAN = 399.66 3. $201-300 16.3
MODE = 500.00 4. $301-450 18.6
5. $451-650 18.5
6. $651-2000 16.0
10.7 Missing Value
11. LIVING WITH SPOUSE
1. YES 58.9%
2. NO 7.9
3. NO RESPONSE 33.2

12. PEOPLE LIVING WITH RESPONDENT

1. PARENTS
NONE 94 0%
ONE OR MORE 5.9
2. CHILDREN
NONE 73.4%
ONE OR MORE 26.5
3. BROTHERS
NONE 97 .8%
ONE OR MORE 2.2
4. SISTERS
NONE 96.5%
ONE OR MORE 3.6

5. GRANDCHILDREN
NONE 84 .8%
" ONE OR MORE 15.3

6. OTHER RELATIVES
NONE 92.1%

ONE OR MORE 7.9

7. OTHER PEOPLE
NONE 89.3%
ONE OR MORE 10.6



13. TOTAL NUMBER OF PEOPLE LIVING WITH RESPONDENT (see data page 33)

“ [ RANDOM
SAMPLE
CODE = Number
NONE 25.7%
ONE 46.9
TWO 10.8
THREE 6.2
FOUR OR MORE 10.3

14. NUMBER OF CHILDREN LIVING NEAR YOU

NONE e 37.1%
ONE 29.2
TWO 17.4
THREE 8.3
FOUR 2.8
FIVE OR MORE 5.1

15. NUMBER OF SIBLINGS OR CLOSE RELATIVES LIVING NEAR YOU

NONE 72.9%
ONE 10.
TWO 5.
THREE 3.
FOUR 1.

5.

FIVE OR MORE

0o 01O ©

16. NUMBER OF -OSE RELATIVES THAT DO NOT LIVi

SIBLINGS NONE 41.1%
ONE 17.3
TWO 15.4
THREE 9.4
FOUR 7.5
FIVE 3.5
SIX 2.4
SEVEN OR MORE 3.4

CHILDREN NONE 43
ONE 20.
TWO 14
THREE 9.
FOUR 5
FIVE 2
SIX 2
SEVEN OR MORE 2

OTHER
RELATIVES NONE
ONE
TWO
THREE
FOUR
FIVE
SIX
SEVEN OR MORE

o
=3

ONWPrPrWONW®W
AN OUUlO

N



17.

18.

19.

20.

21.

DISABILITY COMPARED TO COHORTS

1. Much more disabled
2. Somewhat more

3. About the same

4. Less

5. Much Less

DEGREE OF HELP NEEDED WITH
NECESSARY TASKS

1. Much help

2. More than a little
3. A little help

4. No help needed

RANDOM
SAMPLE

11.3%
15.3
28.7
21.4
23.4

10.9%
12.4
34.8
41.9

DEPENDENCE UPON OTHERS FOR DAILILY TASKS

- Very dependent
Somewhat

Slightly

Not dependent at all

PoONE

NUMBER OF DAYS SPENT IN A HOSPITAL
IN THE PAST YEAR (see data page 43)

CODE
MEAN
NONE
ONE
TWO
THREE
FOUR
FIVE
SIX
SEVEN DAYS AND MORE

Number of days
3.840 days

NUMBER OF TIMES SEEN BY A PHYSICIAN
OR OTHER HEALTH PRACTITIONER DUE TO
ILLNESS OR INJURY IN THE PAST YEAR

NUMBER OF TIMES
5.146 TIMES

CODE
MEAN
NONE
ONE
TWO
THREE
FOUR
FIVE
SIX
SEVEN OR MORE

10.9%
19.2
26.1
43.7

\l

WRPRPRPRNWR-N
NOW~NO® PR ©N

.5.

ES

=

MARCH 4, 1985
DATA ANALYSIS

Missing Value

2.4 Missing Value



22. DAYS SICK IN BED AT HOME DURING THE
PAST YEAR (see data page 47) RANDOM MARCH 4, 1985
SAMPLE DATA ANALYSIS
NUMBER OF DAYS
11.711 DAYS IN BED "

CODE
MEAN
NONE
ONE

TWO

THREE
FOUR
FIVE
SIX

SEVEN OR MORE

[¢)]

O WWwwWwhpNpO

=S

O~NDWRNO®OO®
a

N

23. RATING
1. PERFECT 4.
2. VERY GOOD 19
3. GOOD 4
4. FAIR 2
5. NOT GOOD AT ALL
THE AVERAGE RESPONDENT RATED THEIR HEALTH AS GOOD
COMPARED TO COHORTS

1. MUCH BETTER THAN MOST 14.5%

2. BETTER 18.6
3. ABOUT THE SAME 44.9
4. SOMEWHAT WORSE 16.5
5. DEFINITELY WORSE 5.5

THE AVERAGE RESPONDENT RATED THEIR HEALTH AS SLIGHTLY
WORSE THAN OTHERS OF THEIR AGE AND SEX

25. LEVEL OF SCHOOLING COMPLETED

1. FOURTH GRADE OR LESS 14._.3%
2. FIFTH TO EIGHT GRADE 19.3
3. SOME HIGH SCHOOL 14.4
4.  HIGH SCHOOL GRADUATE 19.9
5. SOME COLLEGE 15.9
6. COLLEGE GRADUATE 7.6
7. GRADUATE OR PROFESSIONAL 8.7
SCHOOL
26. ALSO RECEIVING ALB

1. VYES 40.7 ~
2 NO 26.7

3. NOT MARRIED 32.6



27. PERSONS RECEIVING INCOME FROM THE FOLLOWING SOURCES
“ . (see data) RANDOM
SAMPLE
YES NO
1. SAVINGS, INVESTMENTS 62.0% 38.0%
STOCKS, BONDS
2. SOCIAL SECURITY 93.3 6.7
3. SSi 26.7 73.3
4. ADULT PUBLIC ASSISTANCE 25.6 74.4
5. RETIREMENT BENEFITS 57.8 42.2
6. WORK/JOB 21.9 78.1
7. OTHER 25.9 74.1
28. TOTAL INCOME
1. LESS THAN $5,000 19.2
2. $5,000 - 9,999 31.5
3. $10,000 - 14,999 20.5
4. $15,000 - 19,999 13.0
5. $20,000 and over 15.9
CURRENTLY EMPLOYED
YES - 10.8%
FULL TIME 4.8%
PART TIME 4.2
SEASONALLY 1.8
NO - 89.1%
RETIRED 59.1%
UNEMPLOYED AND
LOOKING FOR WORK 1.4
NOT USUALLY 18.6
EMPLOYED
JOB OR OCCUPATION (see data page 112)
PROBLEM IN PERFORMING THE FOLLOWING TASKS ~
NEED NEED SOME NEED A LOT
NO HELP HELP OF HELP
Bathing 89._5% 7.7% 2.8%
Toilet 96.6 2.0 1.4
Dressing 94.0 4.6 1.4
Moving in/out bed/chairs 93.5 5.1 1.4
Eating 96.2 2.9 -8
Buying or getting food 77.8 15.0 7.2
Telephone 86.3 9.5 4.2
Transportation 70.8 17.1 12.2
Cooking 81.4 12.8 5.7
Taking Medications 89.5 7.7 2.8
Housework 74.4 17.8 7.8
Managing money 86.0 9.9 4.1

MARCH 4,
DATA ANALYSIS

1985

PR WR

H
Wo P 0PR N
0o o N oW

Missing Vali

TOTAL NEEDING
HELP
10.5%
3.4

2
1
29.3
18.5
10.5
25.6
14.0

6.
6.
3.
2.
3.

~N NN OO



32. HEALTH PROBLEM SEVERITY

NO LITTLE PROBLEM MODERATE PROBLEM SERIOUS
IMPAIRMENT NO LIMITATIONS SOME LIMITATIONS PROBLEM

Hearing 45.1% 32.6% 17.1% 5.2%

Eyes 32.5 43.9 17.1 6.5

Back 49.2 26.1 17.0 7.7

Feet or legs 445 27.? 18.9 9.3

Lungs 65.6 16.9 9.7 7.8
Arthritis 41.2 31.3 18.7 8.8
Bladder or Bowel 76.6 15.1 5.9 2.3
Diabetes 89.0 - 5.1 3.4 2.6
Teeth/Dentures 61.6 26.0 8.6 3.8

Memory 64.7 24.3 7.5 3.4

Speech 87.5 9.1 2.3 1.1

Heart 65.3 18.4 11.0 5.3
Alzheimers m 96.0 2.7 .6 7

33. FREQUENCY OF USE OF SERVICES DURING
THE PAST MONTH
NONE 1-2 DAYS 3-10 i

HOSPITAL 85.8%; 5.9% 5.6% 2.7%

NURSING HOME *** (90.1) 98.6 (1) 1 (.2 .3 (1.3) 1.0 (8-4) Miss. \
PIONEER HOME (88.1) 97_3 (.1 ® (D ® (3.4 2.7 (8.4) Miss. 1
ALASKA PSYCHIATRIC INSTITUTE 100.0 o 0 0 0

MENTAL HEALTH CLINICS 99_6 3 ()] A

NUTRITION PROGRAM/ 90_9 2.0 3.9 3.2

HOME DELIVERED MEALS/ / 9%h_B A 2.0 1.8

SENIOR CITIZEN CENTER/ 1.3 -4 7. 4.2
HOMEMAKER/CHORE/ - (85.8) 5.5 (LAHYILSD @2pn4 (1.9) 1.5(8.7)Miss. \c
HOME HEALTH AIDE/NURSE (85.7) 93.2 (@B)B.7 (1)) () (1.3) 1.1

SENIOR TRANSPORTATION /\ 3B8.8 4.® 4.1 3.1

PUBLIC TRANSPORTATION 86.9 6.4 4.5 2.2

DENTAL CARE .3 n2 A0 5

ALCOHOL AND DRUG TREATMENT 9.3 2 2 2

SENIOR HOUSING (87.3) 96.2 (.3 .2 () (3.8) 3.5 (8.5)Miss. \
ALASKA LEGAL SERVICES CORP./ 7.1 21 H 2

ADULT PROTECTIVE SERVICES B M4 A ® A

ADULT DAY CARES 3B 2 2 2

PHYSICIAN &U..H Zn P 2 4.4

VILLAGE CLINIC o N1 B> 25 9

PUBLIC HEALTH CENTER ;D $H77 D .4

FOOT CARE / 96.3 3.1 2 4

SENIOR CITIZEN OMBUDSMAN / ¥R 5 B H 2

*** Numbers shown on this page in parenthesis represent values from the March 4, 1985
data analysis. All others were obtained from the random sample.
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“MEMORANDUM State of Alaska
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GROWTH OF LONGEVITY BONUS

CALENDAR YEAR
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House of Representatives

committee on state Affairs Pouch v
State Capitol

Official Buainea* Juneau’ Akflka 99811

Longevity Bonus Hearings

INCOME LEVELS AND PARTICIPATION IN A STATE ANNUITY PROGRAM

<Average Alaskan annual income is between $25,000
$26,000
(Alaskans have less purchasing power than the national
average after taxes).

“Rural residents tend to earn less than $10,000 dollars a
year

“Almost every rural community has an average annual income
of lessthan $10,000

“15% of Alaskans earn less than $5000/year
“25% of Alaskans earn less than $10,000/year
“80% of Alaskans earn less than $15,000/year

Source: Department of Revenue - Presented by David Teal,
Director of House Research

“Statistics indicate that 14% of the population invest in
IRA"s

Participation declines as income declines:
$100,000/vear 80% participation
$10,000/year 2% participation

“State of Alaska deferred compensation plan for state
employees - participation level

10% of state employees participate in the plan

State workers as a group tend to be higher paid than
the average Alaskan population

The plan guarantees tax deferment on both the principal

contribution and the 1interest earnings of an individual

account 1in addition to allowing the withdrawal of funds

before 65.

Source: Compiled by David Teal, Director of House
Research



PERMANENT DIVIDEND PROGRAM:  ECOMONIC EFFECTS

“The Permanent Fund Dividend Program has a more signifi—
cant impact on Alaska®s Economy than any other category 1in
the State. (With the possible exception of direct welfare
expenditures). In some categories, the order magnitude 1is
as high as 4 to 1.

“By 1991 the dividend program will be responsible for
almost 10,000 jobs in Alaska, if the progranm is
continued.

‘rf the state were to cut an amount of state funds from
loan subsidies equivalent to the permanent fund dividend
expenditure, 2500 jobs in the state would be lost.

“1f loan subsidies were decreased by $100 million dollars
and 1increased state spending in the permanent fund divi—
dend program by $25 million dollars, there would be no
loss of employment with a net budget savings of $75
million dollars.

“7000 to 8000 jobs 1in the Alaskan economy are a conse—
quence of the permanent fund dividend program.

“The annuity proposal will cause economic contractions to
the extent that money 1is taken out of the economy.

Source:
Gregg Erickson, Co-Author of the study on the Alaska

Permanent Fund Dividend Program: Economic Effects and
Public Attitudes
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TOTAL
CURRENT
PRESENT VALUE

FISCAL
YEAR

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034

COSTS OF ANNUITY BILL
WITH THREE YEARS "FRONTLOADING"

UNDER ALTERNATIVE PARTICIPATION RATE ASSUMPTIONS

— PARTICIPATION RATES-

10 PERCENT 30 PERCENT 60 PERCENT
———————— (millions) ———————
$58.4 $75.2 . $100.4
$62.7 m$80.4 $106.9
$66.5 $85.0 $112.7
$61.1 $61.1 $61.1
$64.8 $64.8 $64.8
$67.9 $67.9 $67.9
$70.4 $70.4 $70.4
$72.6 $72.6 $72.6
$73.9 $73.9 $73.9
$74.6 $74.6 $74.6
$73.9 $73.9 $73.9
$71.7 $71.7 $71.7
$68.1 " $68.1 $68.1
$62.5 $62.5 $62.5
$54.9 $54.9 $54.9
$44.6 $44.6 $44.6
$31.5 $31.5 $31.5
$20.6 $20.6 $20.6
$18.7 $18.7 $18.7
$16.9 $16.9 $16.9
$15.1 $15.1 $15.1
$13.4 $13.4 $13.4
$11.8 $11.8 $11.8
$10.5 $10.5 $10.5
$8.8 $8.8 $8.8
S~.6 $7.6 $7.6
$6.5 $6.5 $6.5
$5.5 $5.5 $5.5
$4.5 $4.5 $4.5
$3.7 $3.7 $3.7
$2.9 $2.9 $2.9
$2.3 $2.3 $2.3
$1.8 $1.8 $1.8
$1.3 $1.3 $1.3
$.9 $.9 $.9
$.6 $.6 $.6
$.4 $.4 $.4
$.3 $.3 $.3
$.2 $.2 $.2
$.1 $.1 5.1
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$.0 $.0 $.0
$1,234.8 . $1,287.8 $1,367.2
o ¥*v, $717.3 {."*"WVSA7$7 64.4 $835.0
7{" $575.5 1 $620.0 $686.8
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POTENTIAL COSTS OF ANNUITY 1"FRCNTLOADING"
UNDER ALTERNATIVE PARTICIPATION RATE ASSUMPTIONS

FISCAL mm——— PARTICIPATION RATES-—-----mmmmmm-
YEAR 10 PERCENT 30 PERCENT 60 PERCENT
- (millions)—

1986 S8.4 525.2 S50.4
1987 $8.6 $26.5 S53.0
1988 S9.2 S27.7 S55.4
1989 $9.6 $2e.8 S57.6
1998 $9.9 S29.7 $59. 4
1991 S10.2 $30.5 $61.0
1992 $10.4 $31.1 $62.2
1993 S10.5 $31.5 $63.2
1994 $18.7 $32.1 $64.1
1995 $10.8 $32.5 $65.1
1996 $11.0 $33.0 $66.1
1997 $11.2 $33.5 $67.0
1998 $11.3 $34.0 $68.0
1999 $11.5 $34.5 $69.1
2888 $11.7 $35.1 $70.1
2801 $11.9 $35.6 $71.2
2882 $12.0 $36.1 $72.2
2883 $12.2 $36.7 $73.3
2084 $12.4 $37.2 $74.4
2005 $12.6 $37.8 $75.5
2006 $12.8 $38.3 $76.7
2087 $13.0 $38.9 $77.8
2008 $13.2 $39.5 $79.0
2009 $13.4 $40.1 $80.2
2010 $13.6 $40.7 $81.4
2011 $13.8 $41.3 $82.6
2012 $14.0 $41.9 $83.8
2013 $14.2 $42.5 $85.1
2014 $14.4 $43.2 $86.4
2015 $14.6 $43.8 $87.6
2016 $14.8 $44.5 $89.0
2017 $15.0 $45.1 $99.3
2018 $15.3 $45.8 $91.6
2019 $15.5 $46.5 $93.0
2020 $15.7 $47.2 $94 .4
2021 $16.0 $47.9 $95.8
2022 $16.2 $48.6 $97.3
2023 $16.5 $49.4 $98.7
2024 $16.7 $50.1 $100.2
2025 $17.0 $50.9 $101.7
2026 $17.2 $51.6 $103.2
2027 $17.5 m $52.4 $104.8
2028 $17.7 $53.2 $106.4
2029 $18.0 $54.0 $108.0
2030 $18.3 $54.8 $109.6
2031 $18.5 $55.6 $111.2
2032 $18.8 $56.4 $112.9
2033 $19.1 $57.3 $114.6
2034 $19.4 $58.2 $116.3
6-2034: $676.3 $2,028.9 $4,057.8
6-2034: $183.0 $549.1 $1,098.2
6-2034: $120.2 $360.5 $721.1
NOTE: Estimates of "frontloading"™ costs are highly speculative;

in addition to participation rates, actual costs will
depend on the the size of the eligible population and the
distribution of participation by age within the
population. Funding of "frontloading”™ 1is optional in the
proposed legislation.

Prepared by the Division of Strategic Planning, OMB: 1/24/85.



EXHIBIT

FISCAL
YEAR

1906
17307
19R8
1909
1990
1991
1992
1993
1994
1995
1996
1997
1990
1999
2000
2001
201)2
2003
2004
2005
2006
2007
2000
2009
20 10
20 11
201 2
20 13
2014
2015
2016
2017
2010
2019
2020
2021
2022
2023
2024
2025
2026
2027
2020
2029
2030
2031
2032
2033
2034

I10TES:

* Persons

persons 05 before

Al.0O TO

PERSONS

65

BEFORE 1986

$250.
$257.
$265.
$273.
$281.
$289.
$298.
$307.
$316.
$326.
$335.
$346.
$356.
$367.
$378.
$389.
$401.
$413.
$125.
$438.
$451.
$465.
$479.
$493.
$508.
$523.
$539.
$555.
$571.
$589.
$606 .
$625.
$643.
$663.
$602.

$703

$724.
$746.
$760.
$791.
$815.
$839.
$065.

00
50
23
18
38
82
51
47
69
19
98
06
44
13
15
49
10
21
61
38
53
07
03
40
20
44
15
32
98
14
82
02
77
08
98
47
57
31
70
76
51
97
17

05 before

MAXTMUM
possible

" ANNUITY

$11.92
$24.86
$39.05
$46.94
$56.27
$67.21
$79.93
$94.67
$111.73
$131.53
$154.20
$180.13
$209.76
$243.52,,
$201.92
$325.34
$374.26
$429.25
$490.97
$560. 18
$637.63
$724 .15
$820.68
$928.22
$1,047.88

continues
to
increase

RESID

$250.
$245.
$240.
$234.
$234.
$233.
$231.
$227.
$222.
$214.
$204.
$191.
$176.
$157.
$134.
$107.

$75.

$38.

R R R R R R s T A A R

CONST

UAL
ALB

00
58
37
13
44
55
30
54
02
46
45
86
31
37
63
57
84
95
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00

ANT

ALD
PERSONS

T0
65

BEFORE 1906

$250.
$257.
$265.
$273.
$281.
$209.
$298.
$307.
$316.
$326.
$335.
$346.
$356.
$367.
$378.
$389.
$401.
$413.
$425.
$438.
$451.
$465.
$479.
$493.
$508.
$523.
6539.
$555.
$571.
$589.
$606.
$625.
$643.

$663

$682.

$703

$724.
$746.
$768.
$791.
$815.
$839.
$865.
$891.
$917.
$945.
$973.
$1,002.
$1,033.

00
50
23
18
38
82
51
47
69
19
98
06
44
13
15
49
18
21
61
38
53
07
03
40
20
44
15
32
98
14
82
02
77
.08
98
.47
57
31
70
76
51

17
13
86
40
76
97
00

j"cen cr.____

MAXTMUM
POSSIBLE
ANNUITY

$.00
$11.92
$24.71
$38.38
$45.55
$53.97
$63.79
$75.21
$88.43
$103.72
$121.37
$141.44
$164.33
$190.39
$219.97
$253.43
$291.07
$333.31
$380.64
$433.53
$492.60
$5511.4 3
$631.66
$713.40
$803.32
$903.38

conlinucs
to
increase

RESIDU
A

$250.
$245.
$240.
$234.
$235.
$235.
$234
$232.
$228.
$222.
$214 .
$204 .
$192.
$176.
$158.
$136.
$110.

$79.

$44.

©»
~

P DB P PP PP PP PP DD PP PP PP PP BB PP PP

TOTAL COSTS , 19HG-2034 -
1985 DOLLARS , 19BG-2034 :

PRESENT VALUE ,

1906 grandfathered (l.e.,
($25.2 In

throe years of "front

loadi

ng"

"1992 grnndfathered (i.e.,

1986-2034 :

stairstepping starts

"87, $26.5

in "88,

ntnlrntopplng starts

AL
LB

00
58
52
80
83
85

.72

26
26
47
61
62
11
74
18
06
11
90
97

.85
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00

in

SPECIAL
COMMITTEE
ANNUITY

BILL™

$50.
$79.
$84.
$89.
$65.
$69.
$72.
$75.
$77.
$78.
$79.
$77.
$75.
$71.
$66.
$58.
$47.
$34.
$18.
$16.
$15.
$13.
$11.
$10.

$8.

$7.

$6.

$5.

$4.

$3.

$2.

$2.

$1.

$1.

O OO0 OO0 O0OO0OO0OOF NWHPAE OO WOWWWONUI OO OO R EFE O~NWOWWMNO©OWWOWO OO ONDINOGWOU N O N

PP PP D P PL DD PP P PP

$1,387.2
$805.32
$645.82

1986) .

and $27.7 in

In FY

1992).

(mi 1lions)

STAIRSTEP
CSSB-56* BILL**
$50.2 $50.2
$79.6 $53.3
$84.7 $56.3
$89.5 $59.5
$65.9 $62.7
$69.5 $65.7
$72.7 $62.5
$75.8 $59.7
$78.1 $56.5
$80.3 $53.8
$81.3 $50.6
$81.0 $47.5
$79.9 $44.8
$77.3 $41.9
$73.2 $39.1
$67.3 $36.3
$59.2 $33.6
$48.7 $30.9
$35.4 $28.3
$18.8 $25.9
$15.1 $23.5
$13.4 $21.1
$11.8 $19.1
$10.5 $16.9
$8.8 $14.9
$7.6 $12.7
$6.5 $11.0
$5.5 $9.5
$4.5 $8.1
$3.7 $7.0
$2.9 $5.7
$2.3 $4.8
$1.8 $4.0
$1.3 $3.2
$.9 $2.6
$.6 $2.1
$.4 $1.6
$.3 $1.2

* $.2 $.9
$.1 $.7
$.0 $.4
$.0 $.3
$.0 $.2
$.0 $.1
$.0 $.1
$.0 $.0
$.0 $.0
$.0 $.0
$.0 $.0
$1,466.8 $1,131.0
$836.9 $625.01
$666.3 $496.88

Annual costs

789).

Include

CURRENT
LAW

$50.2
$53.
$56.
$59.
$62.
$65 .
$63.
S71.
$74.
$77.
$80.
$83.
$86.
$88.
$91.
$91.
$97.
$100.
$103.
$107.
$1)1.
$115.
$120.
$126.
$132.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$J.35
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.

w

OOOOOOOOOOOOO'OOOOOOOOOOOOO‘!LO(Nhwawa‘\\lOb—‘@\lhmm\l\lmw

$5,418.9
$1,391.12
$879.78



HOTES:

MONTHLY PAi .MEHTS-

TAPCET

$250.00
5258.00
$250.00
$250.08
$2S0.00
$250.00
$250,00
$250.00
$250.00
$250.00
$250.00
S2S0.PO
$250.00
$250.00
$250.00
$258.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$750.00
$250.00
$250 .00
$250.00
$250.00
$250 .00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.00
$250.@0
$250.00
$250.00
$250.00
$250.00

PUSS 1IHE
ANNUITY

$.00
$4.37
$9.70
$16.03
$23.55
$32.50
$43.06
$55.44
$69.89
$86.72
$106.27
$128.70
$154.42
$183.86
$217.46
$755.10
$298.96
$347.74
$402.63
$464.27
$533.39
$610.77
$697.21
$793.66
$981.13
$1,020.72

contlnneo
contlnuco
to
Incrcaao

A.D CASKS WTH 7.KII0 FRONT LOADINC AID ZERO ESCALATOR

65 |

A.D OVER
$250.00 16,744
$245.63 17,768
$740.30 18,769
$233.97 19,028
$226.45 20,913
$217.50 21,900
$206.94 22,849
$194.56 23,861
$180.11 24.799
$163.28 25.891
$143.73 26,863
$121.30 27,692
$95.58 20,657
$66.14 79,556
$32.54 30,511
eb 31,459
32,440

$.00 33,440
$.00 34,483
$.00 35,721
$.00 37,130
$.00 38,489
$.00 40,309
$.00 42,194
& 44,812
45,000

QU 45,000
$.00 45.000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45.000
$.00 45,000
$.00 45,000
.00 45,000
$VT 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000
$.00 45,000

.. $.00 45,000
$.00 45,000

e Peironn 65 before 1992 aro grand-

Tathe rod.

FROIT LOADIHC PAYMENTS

TOTAL COSTS

‘0 -

*POI'UL. AT IONS- rROCRAM COSTS (MILLIONS)- —
65 65 65 65 COIH  STAIRSTEP cunnniT
DEFORE. AFTER BEFORE AFTER RILL J-BILL* LAW
1986 1985 1992 1991  otalrntep
In 1986
15,039 1,705 16,744 -8- $50.2 *$50.2 $53.2
14,349 3,419 17.76B -0- $53.1 £$53.3 $53.3
13,660 5,109 18,769 -0- $55.7 1$56.3 $56.3
12,974 6.H54 19,828 -0- $58.2 $59.5 $59.5
12,293 8,620 20,913 -0- $60.3 $62.7 $62.7
11,616 ’0,292 21,908 -0- $61.7 $65.7 $65.7
10,943 11,906 20,039 2,010 $62.4 $62.5 $68.5
10,273 13,588 19,890 3,971 $62.5 .$59.7 $71.6
9,606 15,193 18,823 5,976 $61.7 £ $56.5 $74.4
8,945 16,946 17,940 7,951 $60.0 $53.8 $77.7
8,291 10,572 16,873 9,990 $56.9 $50.6 $80.6
7,644 20,048 15,819 1,073 $52.1 $47.5 $83.1
7,012 2, G5 14,934 3,723 $45.9 $44.8 $86.0
6,396 21,160 13.969 5,507 $37.6 . $41.9 $88.7
5,799 21,712 13,031 7,480 $77.0 $39.1 $91.5
5,225 76,234 12,098 9,361 $15.7 - $36.3 $94.4
4,676 27,764 11,193 1,247 $14.0 $33.6 $97.3
4,156 29,292 10,306 142 $12.5 Z$30.9 $100.3
3,666 30,017 9,438 045 $11.0 $28.3 $103.4
3,210 32,51 1 8,639 002 $9.6 . $25.9 $107.2
2,780 34,342 7,850 200 $8.4 $23.5 $111.4
2,402 35,007 7,043 1,446 $7.2 m$21.1 $11s.5
2,050 30,759 6,359 3,950 $6.2 /$19.1 $120.9
1,778 40,416 5,640 6,554 $5.3 $16.9 $126.6
1,449 42,563 4,950 9,062 $4.3 $14.9 $132.0
1,213 43,707 4,243 0,757 $3.6 $12.7 $135.8
1,003 43,997 o 3,669 1,331 $3.0 $11.0 $135.0
619 44,101 3,161 1,839 $2.5 $9.5 $135.0
650 44,342 ' 2,69% 302 $2.0 $8.1 $135.0
521 44,479 2,340 660 $1.6 $135.0
405 44,595 1,907 093 $1.2 k34 $135.8
309 44,691 1,596 404 $.9 > 540 S135.0
231 44,769 1,320 3,680 $.7 o2 $4.9 $135.0
169 44,831 1,070 3,922 $.5 $3.2 $135.0
114 44,886 066 4,134 %S% $2.6 $135.0
76 44,924 606 4,314 . Ls$2,1 $135.0
48 44,952 533 4,467 1 /$1.6 $135.0
31 44,969 407 4,593 1 £$1.2 $135.0
10 44,982 384 4, 696 1 - 5.9 $135.0
10 4,990 222 4,770 %.0 5.7 $135.0
5 4 995 150 4, 850 0 $.4 $135.0
3 44,997 100 4,900 g.o $.3 $135.9
1 44,999 - 63 4,937 0 2 $.2 $135.0
45,000 41 4,959 %.0 <V$.I $135.0
45,000 24 4,976 0 y S $135.0
45,000 13 4,987 %.0 S0 $135.0
45,000 7 4,993 0 $.0 $135.0
45,000 4 4,996 $.0 ms$.0 $135.0
45,000 1 4,999 $.0 $. Q) $13S.0
NOMINAL DOLLARS, 1987-1989 $.0 c$.0 $.0
CONSTANT 1985 DOLLARS, 1997-1989 $.0 T $0;"-. $.0
PRESENT VALLE IN 1985 $0 o ,S#T $.8
NOMINAL DOLLARS $916.5 $1,131.0 $5,418.9
CONSTANT 1925 DOLLARS $566.1 $625.0 $1,391.1
PRESENT VALUE IN 1985 $464.1 54%6.9 $87®.n



i $CAr.
YEAR

1986
19117
1988
1989
1990
1991
1992
1993
1991
1995
1996
1997
1998
1999
2000
2001
20112
2003
2004
2005
2006
2007
2008
2009
2010
20 11
2012
20 13
2014
."015
2016
2017
2010
2019
2020
2021
2022
2023
2024
2025
20 26
20 27
2028
2029
2030
2031
2032
2033
2034

NOTES:

* Persons 65 before 198G grandfathered(é
“ jvrnons 65 before M902 grnndfnthcreij

Al.n
PERSONS

Rl Ley D

T0
65

UKFORE 1986

$250.
$257.
$265.
$273.
$281.
$289.
$298.
$307.
$316.
$326.
$335.
$Jd6.
$356.
$367.
$378.
$389.

$401

$413.
$425.
$4 38 .
$451 .
$465.
$479.
$493.
$508.
$523.
$539.
$555.
$571.
$589.
$606 .
$625.
$643.
$663.
$682.
$703.
$724.
$746.

$7GU

$791.
$815.
$839.
$065.

00
50
23
18
30
82
51
47
69
19
98
06
44
13
15
49

. 8

21
61

38
53
07
03
40
20
44

15
32
98
14
82
02
77
08
98
47
57
31

.70

76
51
97
17

MAXIMUM

POSSIM.E RESIDUAL

ANNUITY -

$11.92
$24.86
$39.05
$46.94
$56.27
$67.21
$79.93
$94.67
$111.73
$131.53
$154.20
$180.13
$209.76
$243.52,,
$281.92
$325.34
$374.26
$429.25
$490.97
$560. IB
$637.63
$724.15
$820.68
$928.22
$1,047.88

continues
to
Increase

throe years of "front

$250.
$245.
$240.
$234.
$234.
$233.
$231.
$227.
$222.
$214.

$204

$191.
$176.
$157.
$134.
$107.

$75.

$38.

R T T e e R - A < o = A R A = = R < T Y

ALD

00

37
13
44
55
30
54
02
46
45
85
31
37
63
57
84
95
.00
.00
.00

.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
.00
00
00
.00
.00
.00
.00
.00

CONSTANT

loading"

lituiiions)

V660 u 10 0wl
ALD TO MAXTMUH COMHIT7E2 -
PERSONS 65 TOSSIDLE RESIDUAL ANNT i TY STAIRSTEP
BEFORE 1986 ANNUITY ALD B iLL* CSSB-56* BILL**
$250.00 $.00 $250.00 $50.2 $50.2- $50.2
$257.50 $11.92 $245.58 $79.6 $79.6 $53.3
$.765.23 $24.71 $240.52 $84.7 $84.7 $56.3
$253.18 $38.38 $234.80 $89.5 $89.5 $59.5
$281.38 $45.55 $235.83 $65.0 $65.9 $62.7
$209.82 $53.97 $235.85 $69.2 $69.5 $65.7
$298.51 $63.79 $234.72 $72.2 $72.7 $62.5
$307.47 $75.21 $232.26 $75.0 $75.8 $59.7
$316.69 $88.43 $228.26 $77.0 $78.1 $56.5
$326.19 $103.72 $222.47 $78.6 $80.3 $53.8
$335.98 $121.37 $214.61 $79.0 $81.3 $50.6
$346.06 $141.44 $204.62 $77.9 $81.0 $47.5
$356.44 $164.33 $192.11 $75.8 $79.9 $44.8
$367.13 $190.39 $176.74 $71.9 $77.3 $41.9
$378.15 $219.97 $158.18 $66.2 $73.2 $39.1
$389.49 $253.43 $136.06 $58.3 $67.3 $36.3
$401.18 $291.07 $110.11 $47.8 $59.2 $33.6
$413.21 $333.31 $79.90 $34.3 $48.7 $30.9
$425.61 $300.64 $44.97 $18.7 $35.4 $28.3
$436.38 $433.53 $4.85 $16.9 $18.3 $25.9
$451.53 $492.60 $.00 $15.1 $15.1 $23.5
$465.07 $5511.43 $.00 $13.4 $13.4 $21.1
$479.03 $631.66 $.00 $11.8 $11.8 $19.1
$493.40 $713.40 $.00 $10.5 $10.5 $16.9
$508.20 $803.32 $.00 $8.8 $8.8 $14.9
$523.44 $903.38 $.00 $7.6 $7.6 $12.7
$539.15 $.00 $6.5 $6.5 $11.0
$555.32 $.00 $5.5 $5.5 $9.5
$571.98 $.00 $4.5 $4.5 $8.1
$589. 14 $.09 $3.7 $3.7 $7.0
$606.82 $.730 $2.9 $2.9 $5.7
$625.02 $.10 $2.3 $2.3 $4.8
$643.77 $.00 $1.8 $1.8 $4.0
$663.08 cont Inucs $.00 $1.3 $1.3 $3.2
$682.98 to $.01) $.9 $.9 $2.6
$703.47 Increase $.00 $.6 $.6 $2.1
$724.57 $.00 $.4 $.4 $1 .6
$746.31 $.00 $.3 $.3 $1.2
$768.70 $.00 $.2 < $.2 $.9
$791.76 $.00 $.1 $.1 $.7
$815.51 $.00 $.0 $.0 $.4
$039.97 $.00 $.0 $.0 $.3
$865.17 $.00 $.0 $.0 $.2
$891.13 $.00 $.0 $.0 $.1
$917.86 $.00 $.0 $.0 $.1
$945.40 $.00 $.0 $.0 $.0
$973.76 $.00 $.0 $.0 $.0
$1,002.97 $.00 $.0 $.0 $.0
$1,033.06 $.00 $.0 $.0 $.0
TOTAL COSTS , 1986-2034" $1,387.2 $1,466.8 $1,131.0
1985 DOLLARS, 1900—2034; $805.32 $836.9 $625.01
PRESENT VALUE, 1906-2034: $645.82 $666.3 $496.88
l.e., ntalrstcpplng starts In 1986). Annual costs Include
25.2 In '87* §$26.5 In '88r and §$27.7 In *89)
(I.e., nldlrnloppl HI nl.nrts In FY 1992).

CURRENT
LAW

$50.
$53.
$56.
$59.
$62.
$65.
$63.
S71.
$74.
$77.
$80.
$83.
$86.
$88.
$J1.
$94.
$97.
$100.
$103.
$107.
$111.
$115.
$120.
$126.
$132.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.
$135.

O OO0 O CcCc OO0 0000000000000 O0OO0O0DODOOODOVWUPRARNPWWPPRUNOPRPLON®OOU NNO WWN

$5,418.9
$1,391.12
$879.70
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Year
CSSB 5B HB 222 HB 239
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seal
Year

1986
1907
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Prepared by the House Research Rgency

Over 65
by 1986

15,039
14,349
13,660
12,974
12,293
11,616
10,943
10,273
9,606
8,945
8,291
7,644
7,012
6,396
5,799
5,225
4,676
4,156
3,666
3,210
2,788
2,402
2,050
1,778
1,449

RLB

$250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250

Cost
(mil lions!

$45.

43.
41.
38.
36.
34.
32.
30.
28.
26.

24 .

22.
21.
19.
17.
15.
14.
12.

WWNNPODODUIONPRANOOWOWOMODMOOWMOWMOWOWOOoORr

~MOO N

LONGEVITY BONUS COST RNRLYSIS

Cut
Rge

Current Program

Other
El ig ible

Recipients

0O UTW

10

13
15
16
10
20
21
23
24
26
27
29
30
32
34
36
38
40
42

705
419
109
854
620
292
906
588
193
946
572
040
645
160
712
234
764
292
817
511
342
087
259
416
563

RLB

$250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250

Cost
(mil lions)

$5.

15.
20.
25.
30.
35.
40.
45.
50.
55.
60.
64.
69.

78.
83.
07.
92.
97.
103.
100.
114.
121.
127.

~NNOOWOUITUTOWNRFRPRJUIORPRNOMMONOOOoWwWwH

Total
Cost
(mill ions)

$50.
53.
56.
59.
62.
65.
60.
71.
74.
77.
00.
83.
86.
08.
91.
94.
97.
100.
103.
107.
111.
115.
120.
126.
132.

COOCUBRNPLWWAIINO LONPRPOOINNOWWN

Cumulative
Cost
(mi 11ions)

$50.
103.
159.
219.
202.
347.
416.
487.
562.
640.
720.
803.
889.
970.
1,069.
1,164.
1,261.
1,361.
1,465.
1,572.
1,683.
1,799.
1,920.
2,046.
2,178.

OCOWWOUITWWOUINO WO NODOWWOWWOLWHF Wwo o1



seal Over 65
Year by 1986

1986
1907
19B8
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Prepared by

15,039
14,349
13,660
12,974
12,293
11,616
10,943
10,273
9,606
8,945
8,291
7,644
7,012
6, 396
5,799
5,225
4,676
4, 156
3,666
3,210
2,780
2,402
2,050
1,778
1,449

the House Research Rgency

RLB

$250
258
265
273
281
290
299
307
317
326
336
346
356
367
378
389
401
413
426
48
452
465
479
493
508

Cost

(mill ions)

$45.

44 .
43.
42.
41.
40.
39.
37.
36.
35.
33.

31.
30.
28.
26.
24.
22.
20.

18.
16.

15.
13.

11.
10.
0.

cCUocbhFRPRO~NOORWNONRMODT ONDMOIOIOIWRE

LONGEVITY BONUS COST BNRLYSIS

Cut
Rge

0l1-Mat— 05

CSSB 56 and HB 210

Other
Eligible

Recipients

1,705

3,419

5,109

6,054

8,620
10,292
11,906
13,588
15,193
16,946
18,572
20,048
21,645
23,160
24,712
26,234
27,764
29,292
30,817
32,511
34,342
36,087
38,259
40,416
42,563

RLB

$250
253
255
256
256
256
254
250
245
238
220
216
202
104
163
139
110
77
38

[eoNoNoNoNoNe)

Cost
(mi 11 ions)

COO0OO0O0OLOONUIWUI LOWDHONODU L O A

Total
Cost
(mill ions)

$50.
54.
59.
63.
68.
72.
75.
70.
81.
83.
84.
83.
82.
79.
74.
68.
59.
47.
32.
16.
15.
13.
11.
10.
8.

NENEN

cuvuoohrOQouRPFFRPRohRIToOOWWRr NRMROOO®

Cumulative
Cost

(mill ions)

$50;

104.
164.
227.
295.
367.
443.
521.
602.
686.
770.
854.
936.
1,016.
1,001.
1,159.
1,210.
1,265.
1,298.
1,315.
1,330.
1,344.
1,355.
1,366.
1,375.

P wooouo~NNMPFPONNWPRARPRP ONOOODOOO OWON



LONGEVITY BONUS COST

HB 222
iseal Over 65 RLB Cost Cut Other RLB Cost Total Cumulative
Year by 1986 (mill ions) Rge Eligible (millions) Cost Cost

Recipients (millions) (millions)
1906 15,039 $250 $45.1 65 1,705 $250 $5. 1 $50.2 $50.2
1987 14,349 250 43.0 65 3,419 240 10.2 53.2 103.4
1988 13,660 250 41.0 65 5,109 245 15.0 56.0 159.4
1989 12,974 250 38.9 65 6,854 241 19.9 50.8 218.2
1990 12,293 250 36.9 65 8,620 237 246 61.4 279.6
1991 11,61b 250 34.8 65 10,292 233 20.8 63.6 343.3
1992 10,943 250 32.8 65 11,906 228 32.5 65.3 408.6
1993 10,273 250 30.8 65 13,580 221 36. 1 66.9 475.5
1994 9,606 250 28.0 65 15,193 214 39.0 67.8 543.3
1995 8,945 250 26.0 65 16,946 206 41.8 68.7 612.0
1996 8,291 250 24.9 65 10,572 196 43.7 68.6 680.6
1997 7, 644 250 22.9 65 20,040 185 44.6 67.5 748.1
1993 7,012 250 21.0 65 21,645 173 44 .9 65.9 014.0
1999 6, 39b 250 19.2 65 23,160 159 44 .1 63.3 077.3
2000 5,799 250 17.4 65 24,712 143 42.3 59.7 937.0
2001 5,225 250 15.7 65 26,234 125 39.2 54.9 991.9
2002 4,676 250 14.0 65 27,764 104 34.8 48.8 1,040.7
2003 4,156 250 12.5 65 29,292 02 20.7 41.2 1,001.9
2004 3,666 250 11.0 65 30,017 56 20.8 31.8. 1,113.7
2005 3,210 250 9.6 65 32,511 28 10.9 20.5 1,134.2
2006 2,788 250 6.4 65 34,342 0 0.0 0.4 1,142.6
2007 2,402 250 7.2 65 36,087 0 0.0 7.2 1,149.8
2008 2,050 250 6.2 65 38,259 0 0.0 6.2 1,155.9
2009 1,778 250 5.3 65 40,416 0 0.0 5.3 1,161.3
2010 1,449 250 4.3 65 42,563 0 0.0 4.3 1,165.6

Prepared by the House Research Rgency 0l1-Mar— 85



seal Over 65
Year by 1986

19B6
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Prepared by

15,039
14,349
13,660
12,974
12,293
11,616
10,943
10,273
9,606
8,945
8,291
7,644
7,012
6, 396
5,799
5,225
4,676
4, 156
3,666
3,210
2,788
2,402
2,050
1,778
1,449

the House Research Rgency

ALB

$250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250

Cost

(mill ions)

WWNNPPODODUTIONPRANOOOWOM@PE®OOOWOOOOR
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LONGEVITY BONUS COST ANALYSIS

Cut
Age

65
65
65
65
65
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84

28-Feb~85

HB 239

Other
Eligible

Recipients

[y

WWPAPOUITUOIOOOO N0 OWOWOWWOWOOWO Ul W R

705
419
109
854
620
292
896
617
217
995
582
175
922
573
232
873
517
150
772
429
062
641
309
862
501

ALB

$250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250
250

Cost
(mi 11 ions)

$5.
10.
15.
20.
25.
30.
29.
28.

27.
25.
24,
23.
22.
21.
20.
19.
18.
17.
16.
15.
13.
12.
11.
10.

O OONWWUIUOONNUINONONOOUOWWwEF

»

Total
Cost
(mi 11 ions)

$50.
53.
56.
59.
62.
65.
62.
59.
56.
53.
50.
47.
44.
41.
39.
36.
33.
30.
28.
25.
23.
21.
19.
16.
14.

OCORFRP  LLOOVCWOOOWELOWOUITOOVUITNUOINNOTWWN

Cumulative
Cost
(mi 11 ions)

$50.
103.
159.
219.
282.
347.
410.
470.
526.
580.
630.
678.
723.
765.
804.
840.
874.
904.
933.
959.
982.
1,003.
1,022.
1,039.
1,054.

NOOONNNNOCORRE L . WOWROWOR WU N



SUMMARY OF CHAPTER 38 SLA 84

The act’s highlights are as follows:

Allo¥vi abgnggeoye%ﬁs(iemdents who are at least 65 to receive a

E(s)tablbshes the %tate S ecg Conimltteezopethg ArI]T Iﬁ\vle_gng%vny

seng?ogd exEcuEve ranc R*Pﬁ:lafsttaﬂd Ed Up dn%en’bers

a‘od% (e)rnmelne ¥he ?easyglrpor % e C?g%rlnﬁge h(e'}I I r|1r8(§I%¥ bonus

{ﬁ%rlmon evn;y ro ram Tﬁe %omlt?tggfes fu?qf@re]r dﬁgrrg% édOEo
i @gmmaggesoyggsc%mm. 0" Al £ R e

The act and the law are repealled on 6/30/85.



"<0; LAWS OF ALASKA
191%

Chnptsr No.
in

AN ACI

Relating to tlir Imigevl ty bonus program, requiring the payment
nl longevity hnnunrii from appropriations from the general funrl
mid providing for nn rffrrtive dnte.

BE Il ENACTED BY THE IEGISIAIURE OF THE STATE OF ALASKA:

THE ACT FOLLOIS Ol TACp. I. LIMF 11

Approved by the Governor: April 27, 1984
Actunl effective Dnte: April ?8, 1984

Clmptfr Ifl

AN ACT
Relating to the longevity bonua program, requiring the
payment of longevity honuaec from appropriations from

the general fundi and providing for an effective dnte.

* Section 1. FINDINGS AND PIIRrOSE. (a) The leglnlature finds and

declares that

(1) the high cost of goods and services In Alaska and the
state's remoteness and harsh environment, make It difficult for many elder-
ly Alaskans to remain In the state after retirement |

(2) when a person in forced to live outretirement yearn away
from home, family, andfriends, that person suffers nn Irropnrnble lossi

(3) Alaska's elderly are a precious human resource, anil It la In
thepublic Interest to provide a financial Incentive for them to remain In
the state after retirement! and

(4) 1t la In the public Interest to continue the longevity bonus
program for elderly Alnnknnn Irrespective of need.

(b) The longevity bonua program Is not s form of welfare and la
substitute for or supplement to public assistance. Other programs are
available to provide the basic necessities of life. The longevity bonus
program la Intended to encourage elderly Alaskans to spend their retirement
yearn In the comfort of their homes.

* Sec. 2. AS 47.45.010 Is amended to rcadi

Sec. 47.45.010. PERSONS WHO HAY QUALIFY FOR |.ONGEVITY BONUS,
-1- HR 717 am

not a



7
m

71

V!
n

m

Clmpicr 18

(n) A prrnon who Jr. 65 yrnrs of np.o or over, who re.nldun In the statr.
for nt least one yr.ir Inmiciljntcly prercrilrift nppl Icntlon for a lonr.ovi-
ty bonus under thin rimpter IWAS DOMICILED IN THE TERRITORY ON OR
BEFORE JANUARY 3, 1049 ANII WHO HAS HAINTAINEO A CONTINUOUS DOMICILE IN
HIE TERRITORY OR SIA'IE FOR 25 YEARS) mny nppiy to the connilssloner of
nilminlstrntlon for qualilflicn(lon to receive a monthly bonus of $250.
(h)  Wlien the commissioner of administration determines that nn
applicant qtinlIflcR under AS 42.45.010 - 47.45. 170 the consulenloner

HIFI nhnll Immedintrly begin payment of the honua.

(c) A person who otherwise qualifies to receive n bonus provided

for in AS 47.45.010 - 47.45.170 mny continue to do an only as long
that person continues Lo be a resident of |HE CONTINUOUSLY RETAINS a
DOMICILE 1N| the state.
Sec. 3. AS 47.45.030 Ip amended to rendt

Sec. 47.45.030. APSENCF. FROM THE STATE. After quallflcatlon. a
IA| recipient nhnll notify the cnnntl nsloncr of adnlnlstrntlon when the
FOFirdent 1UKi espectn to he nhnent from the ntnte If the ahncnce la
for n continuous period Hint exceeds 30 days. After that notifica-
tion, the recipient may fSHALLI no longrr rrcelvr bonuses from tlie
Oepartment of Adminlrtratlon after the HITS) last regularly approved
monthly application. Upnti returning |[IIIS RETURN) to the state, the
recipient IIIEI mny again make application for a bonua. Whenever the
absence Is for a continuous period that exceeds 180 days the recipient
shall be dlsqunlifled from receiving bonuses for the next 12 calendar
months after returning (HIS RETURN1 to thn slate. However, when the
rnmmlinnloncr ol administration determlnea a period of absence |Is

beyond the control of the recipient, the recipient |IIE] mny not be

Ehspler 1R

state, even though reported, and failure to notify tbo corrminslonrr of
nn expected nbaence mny be grounds for dinqunllflest Inn.
Sec. 4. AS 47.45.090(a) la amended In rend:

(a) The ITIIERE IS TIElI Alaska longevity hnnun fond H rrrnttd
for the purpnne of paying the monthly homines provided for In thin
chapter. The Tund consists only 0f (ALL) money made available by
appropriations of the (STATElI leglslsture from the general fund, anil
(FROM OTHER APPROPRIATED FUNDS, ALL CONTRIBUTIONS FROM  WVATEVR
SOURCE, AUDI Income and Interest derived from the Investment of money
of the longevity bonus fund.

Sec. 5. AS 47.45.150 Is amended to rcadi
Sec. 47.45.150. DEFINITIONS. In this chapter

11) "bonus" menns a monthly Alaska longevity honus payment
made to a person or the person's (HIS) beneficiary who qualifies under
this chapteri

(2) "resident" or "resident of the state" menns_an Indl -
vidual who la physical ly presrnt. In the state with Itir Intnit_tn
remain In the atnte Indefinitely and to make a home In the ntstri a
peraon demonstrates the requisite Intent by msintsining a princlgnj
place of abode In the state for one year and hy providing other rroof
of Intent the commissioner may require by regulation. Including proof
thnt the pcrnon Is not claiming residency outside the state nr obtnln-
Ing benefits under o claim of residency outside the stntc I"DOMICILE"
MEANS THE PLACE WITH WHICH A PERSON MAS A SETTLED CONNECTION TOR
DETERMINATION OF HIS CIVIL STATUS OR OTHER LECAI. TURrOSES RrR.CAUSF. IT
IS ACTUALLY OR LEGALLY I11S PERMANENT AND PRINCIPAL HOME),

* Sec. fi. Section 2, ch. 205. SLA 1977, and AS 47.45.170 are repealed.

ill r.gtinl 1fled |,J 11 the recipient [IIE| still otherwtno qualifies upop” * Sec. 7. STECIAL COMMITTEE, The State Special Committee on the Alaska
I Longevity Ronua rrogrnm Is crcnlrd, consisting of two members of Ilie Alankn

rut liming (HIS RFTIRN In the nlalc. Continual nhncnces from
HR 717 am -2-



[ Tilplrr Il ,

Srn.ilc nppnintcd hv IIn* president nf Ilir Rcnnte, tun members nf the Alnnkn
lloucr of Represent-it lvos nppnluted liy tbo spenker of Ilie house, two members
of Ilir exrriu Ive lir.inrli selected bv Ilir governnr, nnd llirrr public members
mippoinlril by Ibr governor. Thr coiunllLce slinl | ilrtrrminr Ihr fr.isibillty
of ripliirinp. Thr [liuip.rvlly Imniin prngtiini, .is nmended by thin Act, with nil
niiiiiilly prngr.im, n lircdfi-bused progr.itn, nr other longevity prngrnm. In
mnk lup the drtermlli.itinn nf fr.islhlllly required hy thin section, the
comrnlllee slinll consider (1) the fnrm.it nnd structure of nlternntlve p.’o-
gt.inisi  (?) thr cost of nllorn.itlve proRrnms ns compnred to the cost of the
Initgevll y bonus prngrnm, nn nmrndrd by Ililn Acti (3) opinions of recipients
ol longevity bonus pnymenln on the questInn nf replnring the longevity
bonus prngriim ullti nn nlternntlve progrnmi nnd (6) nnurres of funding |
the nllernnl Ive prngr.ims. The cnmnlllee shrill report Us findings on llie
Icunthl Illy ol nlternntlve progrnmn. together with drnft Irglnintlon to
Implement the nlternntlve progrnins If the committee finds thnt one or more
prngr.inin nre frnslble, to the Irglsinlurr nnd the governor by Felirunry 1,
19R5.

* Sec. 8. If nny provision ofthinAct, or the nppllcntinn of this Act
to nny person or clrcumstnnce Is heldlnvnlld, the remnindcr of thin Act
nnd the nppllcntinn of this Art to other persons or clrcumstnncen Is not
nffrcted by thnt holding.

* Sec. 9. (n) A person who wits qunllfled to receive n monthly longevi-
ty bonus under AS 47.45 on Hnrrli 30, 1904 In presumed to lie qunlifled to
receive n monthly bonus under AS47.45 ns nmended hy this Act. Pnymcnts
under AS 47.45, ns nmended by this Act, mny be mnde to thnt person ns long
ns the person continues to qunllfy for pnymentn under thone provisions.

(h) A person (1) who Is eligible to rerelve n monthly longevity bonus
under AS 47.45, ns nmended hy this Act, for which thnt person wns not
eligible under AS 47 .45 on Mnrcli 30, 19R4, nnd (7) whose nppllcntlon for'
e 717 nm -4-

longevity bonus for Hny, June, July,

tember 1, 1984, mny be pnld lor e.ich month for wlilrli
Ifled nnd for which nuch nn nppllcntinn wis filed,
other provision nf Inw to the contrnry.
* Sec. 10. Sections | - 8 of this Act nre retronctlve to liny I,
* Sec. Il. This Act nnd AS 47.45 nre repented June 30,
* Sec. 17. This Act tnken effect Inmedlntely

10.070(c).

f.hiptei

person

1985.

1o 717

received by Sep
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In neenrdnnre with AS 01.

nm



"Xtpr.iCL. ST-X.C.. Jl
o]

LAWS OF ALASKA

1972

Source Chopler No.

FCCS HCS CSSB 211 205

AN AO

Providing for an Alaska longevity bonus;

and pro® Iding for an
effective date.

BE [T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS

Is amended by adding a new chapter to
read:

CHAPTER 45. ALASKA LONGEVITY BONUS.

Sec. "47.*45.010. PERSONS WHO MAY QUALIFY FOR LONGEVITY
, BONUS, (a) A person who Is 65 years of age or over, who
was domiciled In the territory on or before January 3,
1959 and who has maintained a continuous domicile 1in the
territory or state for 25 years may apply to the commis—
sioner of administration for qualification to receive a
monthly bonus of $100.

4 (b) When the commissioner of administration deter —
mines that an applicant qualifies under this chapter he
shall Immediately begin payment of the bonus.

(c) A person who otherwise qualifies to receive a
bonus provided for In this chapter may continue to do so

only as long as he continuously retains a domicile in the
i state.

I sec. '17.>15.020. CONTINUOUS ELIGIBILITY PROCEDURES.
After qualification, monthly applications for bonuses may

be made in person to any office of the Department of
- Administration. Mailed monthly applications shall also
be considered by the Department of Administration. In-

person or mailed applications shall be made on forms pro—
vided by the Department of Administration and shall conform
to the conditions as provided by regulation. The commis—
sioner may make exceptions to those residents who are

I Vi i §omg wiSijs - i&ttysssrrj;;



Chapter 205
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isolated in rural areas and cannot mail a monthly appli—
cation; however, they shall mail an application at least
once every six months.

Sec. ~7.75.030. ABSENCE FROM THE STATE. A recipi—
ent shall notify the commissioner of administration when
he expects to be absent from the state if the absence is
for a continuous period that exceeds 30 days. After such
notification, the recipient shall no longer receive bonuses
from the Department of Administration after his last regu—
larly approved monthly application. Upon his return to
the state he may again make application for a bonus.
Whenever the absence is for a continuous period that ex—
ceeds 100 days the recipient shall be disqualified from
receiving bonuses for the next 12 calendar months after
his return to the state. However, when the commissioner
of administration determines a period of absence is be—
yond the control of the recipient, he may not be disquali—
fied, if he still otherwise qualifies upon his return
to the state. Continual absences from the state, even
though reported, and failure to notify the commissioner
of an expected absence may be grounds for disqualifica—
tion.

Sec. 47.45.0H0. DISQUALIFICATION. Disqualification
under this chapter shall rest solely with the commissioner
of administration and shall be outlined in the regulations
promulgated under sec. 100(1) of this chapter.

Sec. 47.45.050. DEPARTMENT HEARING. The Department
of Administration may hold a departmental hearing upon
the request of any applicant or recipient who has been
disqualified. Previous to this hearing the department
shall by certified mail notify an applicant or recipient
in plain and comprehensive language the exact reason for
his disqualification. Form letters using only referral
to state statutes or department regulations, or otherwise
vague in detail, shall not be considered compliance by the
department with this section.

Sec. 47.45.060. LEGAL REMEDY. Legal remedy from
disqualification may be sought by an applicant or recipi—
ent in any court of competent Jurisdiction in the state.
The burden of proof shall rest solely upon the applicant
or recipient and any costs related to a disqualification
verdict determined against the applicant or recipient
may be recoverable by the attorney general from that
person, or from any agency representing that person
supported in whole, or in part, with state appropriations.

Sec. 47.45.070. UNQUALIFIED PERSONS. An unqualified
person is one who

(1) does not meet the age or residence require—
ments as provided for under this chapter;

(2) meets the age and residence requirements
of this chapter but is confined in a state or federal
mental health Institution or facility and is certified
by the state as unable to manage his own affairs; however,
if such a person was at the time of his commitment the
principal support of a spouse, the commissioner of

i,

Chapter 205

administration may determine to pay the confined person®s
bonus to his spouse until the spouse is qualified for a
bonus;

(3) is otherwise qualified but confined in a
penal or correctional institution or facility; upon com—
pletion of sentence or upon the conferral of a pardon,
parole or probation, the person ray make application;
confinement outside the state shall be considered as
residence in the state if a person was convicted and
sentenced from a court in Alaska; revocation of parole
or probation shall be cause for immediate disqualification
until release from confinement is again effected;

(4) leaves the state of his own volition and
remains absent from the state for a continuous period of
more than 180 days.

Sec. 47.45.080. ACCRUAL C? BONUSES. No recipient
may, for any reason, receive an accrual of bonuses in
excess of two monthly payments. No Interest may be paid
on accrued bonuses. Upon the death of a recipient the
commissioner of administration shall pay to the beneficiary
of the recipient any accrued bonuses not to exceed two
monthly payments.

Sec. 47.45.090. ALASKA LONGEVITY BONUS FUND, (@)
There is the Alaska longevity bonus fund created for the
purpose of paying the monthly bonuses provided for in
this chapter. The fund consists of all money made avail—
able by appropriations of the state legislature, and fronm
other appropriated funds, all contributions from whatever
source, and Income and Interest derived from the invest—
ment of money.

(b) The commissioner of administration is the ad—
ministrator of the fund.

Sec. 47.45.100. POWERS AND DUTIES OF THE ADMINISTRA—
TOR. The commissioner of administration shall

(1) promulgate regulations necessary to carry
out the provisions of this chapter;

(2) make expenditures from the fund necessary
to administer this chapter;

(3) establish and maintain an adequate system
of accounts for the fund;

(4) publish annually a report showing the
financial condition of the fund.

Sec. 47.45.HO. CUSTODY OF FUNDS. The commissioner
of revenue is the treasurer of the system and has powers
and duties for this purpose including but not limited to
the following:

(1) to act as official custodian of the cash
and securities belonging to the fund;

(2) to receive all items of cash belonging to
the fund.

-3-
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Chapter* ?C5

these pioneers have been forced to live out their retire—

Sec. <17.75.120. EXEMPTION FROM TAXATION AND PROCESS. ment years in areas far away from the land they loved
Bonuses received under this chapter are exempt from all and nurtured and thereby also suffering in many cases, the
state and political subdivision taxes except sales and loss of familial relationship with their own kin, an
use taxes and are not subject to execution, attachment, experience that is sad and frustrating to them as well as
garnishment or other process. No bonus received under depriving new generations of Alaskans the benefit of their
this chapter may be exempt from a federal tax requirement. wisdom and experience. This legislation hopefully will

provide our pioneers with the economic means to remain 1in

Sec. 1J7.115.130. DEATH OR CESSATION OF RESIDENCY. and continue to serve their state and to enjoy the oppor—
The commissioner of administration shall establish proce— tunity of aiding the new Alaskan in making this state truly
dures to stop a bonus when a recipient under this chapter "The Great Land".
no longer qualifies. When a recipient dies or discontinues
his residency In the state his qualification for a bonus * Sec. 2. AS 01.10.030 does not apply to this Act. If any
shall stop at the time of his last approved monthly ap— provision of this Act, or the application of a provision of
plication. this Act to any person or circumstance is held Invalid, this

entire Act shall be considered invalid.

Sec. 1(7.75.1%<0. PENALTY FOR FALSE STATEMENTS. A
person who wilfully or knowingly makes a false statement, * Sec. 3. This Act takes effect January 1, 1973.
or falsifies or permits to be falsified any record re—
quired by thl3 chapter, is guilty of a misdemeanor and,
upon conviction, |Is punishable by a fine of not more than
$500, or by Imprisonment for not more than six months, or
by both, forfeits all rights under this chapter, and shall
make adequate restitution for any bonuses illegally re—
ceived.

Sec. JJ7.*<5.150. DEFINITIONS. In this chapter

(1) "bonus"™ means a monthly Alaska longevity
bonus payment made to a person or his beneficiary who
qualifies under this chapter;

(2) "domicile"” means the place with which a
person has a settled connection for determination of his
civil status or other legal purposes because it is actually
P" legally his permanent and principal home.

Sec. X7. 5—165. APPLICABILITY OF ADMINISTRATIVE
PROCEDURE ACT. The Administrative Procedure Act (AS if.Eib
does not apply to this chapter.

Sec. "7.75.170. PURPOSE. The sole purpose of this
chapter is to offer and provide all law-abiding Alaskans
capable of managing their own affairs who have maintained
a domicile in the state for at least 25 years and have
reached a retirement age of 65, an incentive to continue
uninterrupted residency in the state. Under no circum—
stances shall this chapter be considered a form, type, or
manner, of public relief. Bonuses made under this chapter
are not predicated on need even though they may appear to
provide supplemental income to some qualified persons who
would otherwise be forced to become responsibilities of
the state. The legislature further finds and states that
this legislation recognizes the economic hardships suf—
fered by many elderly Alaskans, Alaskans who through their
tenacity and perseverance molded Alaska as vie know it
through skillful application of their talents. These
pioneers are the same Alaskans, who in the prime of their
life were in effect treated as second-class citizens by
the federal government who paid much of their hard-earned
income to a government in which they did not have the
right to participate through the power of the ballot.

The legislature also is aware of the fact that many of

5

-U- Permltted to become law without signature: July 7, 1972
Actual effective date: January 1, 1973



ANNUITY PROPOSAL
Participation

Participation 1is the most important consideration
surrounding about the annuity proposal. IT people choose
not to participate 1in significant numbers, then the plan
will not be a success from a social policy perspective.

The following factors may deter participation:

* Income level According to IRS statistics, only 2Z of
persons with incomes of less than $10,000 purchase IRA"s.
People with minimal amounts of disposable income are
certainly not going to choose to forego Permanent Fund
Dividend cash-in-hand benefits for an investment for which
they have to pay cash-out-of-hand payments (taxes).

* Tax status of proposed annuity Without frontloading,
the annuity will not be- tax-deductible. Investment
advisors in the private sector encourage individuals to
invest first 1in an |IRA before considering an annuity
because an IRA contribution 1is tax deductible and an
annuity contribution is not. (The interest earnings for
both are tax deferred).

The amount the legislature frontloads must be a high
enough percentage to warrant a favorable tax ruling from
the IR.S. Finally, there 1is always the possibility that
the legislature will stop frontloading the fund at which
time the contribution will be tax-deductible as well as
the annual earnings.

* Property right A person who invests in the program will
nor be able to withdraw his or her contribution. Other
annuities allow early withdrawal. (IRA plans allow people
to withdraw their money - A penalty tax 1is imposed for
early withdrawal).

* Negative Box check The annuity proposal requires a

person to <check 1 box selecting their full dividend
payment. IT this is not done, a person will automatically
receive an annuity credit. Low-income, rural Alaskan

Natives will be negatively impacted by this arrangement
since it has been documented that they use their dividend
check to pay for day to day expenses while higher 1income
Alaskans use the money for taxes and savings. (A study by
the Alaska Permanent Fund found that the contribution of
dividends to family income was relatively greater in rural
Alaska, and especially so for rural Alaska Natives.)

* Lack of assurance that the program will exist in the
future Why would an individual investor assume this risk??~



Participation in Individual Retirement Accounts—1982

Income Level Participation Rate*
under $10,000 2 Qo
$10,000 - $15,000 6.0

$15,000 - $20,000 10.9
$20,000 - $30,000 17.6
$30,000 - $40,000 23.9
$40,000 - $50,000 42.1
$50,000 - $100,000 63.7
$100,000 - $200,000 78.7
over $200,000 72.3
all income levels 14 .5%

~Participation as a percent of federal tax returns that reported income
from wages.

Source: Internal Revenue Service

The State"s deferred compensation plan offers another example of the
participation rates one might expect for the annuity program. Under
that plan, State employees can place a portion of their earnings in a
special account. Tax liability on the deferred amount and on earnings
on investments held by the account is deferred until the cash is re-
ceived. Despite the following factors, only 1,600 to 1,700 (about ten
percent) of State employees participate in the deferred compensation
pi an.

The deferred compensation plan offers the same tax advantages as
the annuity program.

e The amount that is deferred can be controlled by the employee.

e The employee knows how much he will get out of the plan and has
several options for obtaining his funds.

e The wealth is not lost if the employee dies; all funds can be
passed on to a beneficiary.

e Funds can be removed before the age of 65.

e The solvency of the plan isassured; each account 1is subject to
separate accounting.
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Introduction.

In June, 1984, the Alaska Longevity Bonus Program (AS 47.45)
was declared unconstitutional because it required recipients to
have resided in Alaska both prior to statehood and for 25
consecutive years. The Thirteenth Legislature, 2nd Sess.,
repealed these lengthy residency requirements, thus opening the
program to new participants. Ch. 38, SLA 1984. However, the
amended law, by 1its own terms, is to be repealed effective
June 30, 1985. Id., Sec. 11.

The legislation also established the State Special Committee
on the Alaska Longevity Bonus Program to ‘"determine the
feasibility of replacing the longevity bonus program, as amended

by this Act, with an annuity program, a needs-based program, or

other longevity program.™ Id., Sec. 7. This 1is the committee®s
report.
Recommendation: Annuity Approach.

The committee has developed a proposal which would phase out
the existing longevity bonus program and replace it with
individual annuity accounts funded primarily by the permanent

fund dividends of participants. 1/ The proposal has been

1/ Three different annuity approaches were 1initially considered
by the committee: (1) SB 465, introduced in the 1984 legislature
by several senators; (2) an amended version of HB 700, also
introduced in that legislature; and (3) a draft bill prepared by
Senator Bill Ray (D ., Juneau). The Ray bill became the vehicle
for the Committee®"s proposal. All three proposals involved



introduced 1in this legislature as SB 56. Under the committee
bill, Alaskans who <choose to participate 1in the program will
receive monthly benefits, after reaching age 65, of at least the
$250 which 1is currently provided by the bonus program, inflated
by three percent annually.

The program 1is available to those who reach age 65 after
1985. Under the bDbill, Alaska®"s existing elderly will receive
their current $250 bonus, 1inflated by three percent annually,
without having to forego their permanent fund dividends.

The committee bill provides that each year every Alaskan
(except those who are 65 or older before 1986) will receive his
or her permanent fund dividend in the form of a credit to an
annuity account, unless the individual affirmatively elects to

receive cash. 2/ Section 2 of the bill envisions that the

foregoing a permanent fund dividend in return for some type of
future annuity benefit.

SB 465 would have paid $16.50 per month to each elderly
Alaskan for every permanent fund dividend foregone -- to a limit
of $250 per month.

HB 700 would have given each Alaskan one annuity share for
each foregone dividend. Each year, one third of the money
available for permanent fund dividends would then be divided by
the number of annuity shares held by those over the age of 65.
Each elderly Alaskan would receive a portion of that annuity fund
commensurate with the number of shares held.

The committee was advised by legal counsel that HB 700 and
SB 465 <created greater constitutional risks than did the Ray
proposal; the committee therefore focused on the concept embodied
in Senator Ray®"s bill.

2/ This aSp9Ct of the committee proposal reflects a change fronm



legislature may, at least in the early years, "front-load" the
program by appropriating additional funds into the annuity
account, which will be attributed to individual accounts on a
prescribed formula. Under that formula, state contributions are
greatest for those approaching retirement age, and decline for
younger Alaskans. Beginning at age 65, a participant receives an
annuity based on his contributions and any front-loading -- plus
earnings accumulated on those amounts. 3J

Even with front-loading, it will be years before annuity
payments are sufficient to replace the longevity bonus. The ALB
program is thus retained at a level which, for those turning 65
after 1985, will be reduced annually. 4/ Under the bill, a
"target amount™ for the ALB 1is established (Section 8), which 1is
$250 per month (in FY 1986) inflated by 3% each year. That
target amount 1is then reduced by the maximum possible annuity

which would be available to a 65-year old who has participated 1in

earlier annuity bills, which required an election to forego cash
payment. Because, 1in the future, the annuity program will be the
only state source of non-need-based retirement assistance, the
committee believes “that each Alaskan should be required to come
to grips with the long-term consequences of a decision to take
the dividend in cash.

3/ Under the committee bill a participant who dies before age 65
will forfeit his accumulated annuity credits (see the discussion
of survivor options at 17, post); the amounts forfeited will be
reallocated to surviving participants and thus will increase
their annuities.

4/ The longevity bonus itself 1is, of course, available to all
elderly Alaskans whether or not they have also established
annuity accounts.



the program 1in each year since the program®™s 1inception. For
example, if the inflated ALB "target™ for a particular year 1is
$280, and a person turning 65 who received an annuity credit 1in
each year of the program would be entitled to an annuity of $100
per month, the ALB payment for all recipients would be $180.
That $180 will not vary according to the actual participation
histories of individual ALB recipients.

Over the years, 1individual annuity accounts will become
greater, and each vyear the longevity bonus payable to new
recipients becomes correspondingly smaller. By the vyear 2003,
the committee projects that the maximum possible annuity will be
sufficient to bring an end to the general-funded ALB program,
except for those relatively few who were 65 or older before 1986,
and are still receiving ALB payments in that year. This 1is best

illustrated by the following chart:



Maximum Possible Annuity 5/ ALB (for all new recipients)

1986 4. 37 $245.63
1990 32.50 248 .88
1995 106.27 219.92
2000 255.70 122 .45
2005 533.39 -0-

Other Options Considered

The committee 1invited its members, and others, to suggest
alternatives other than an annuity progranm. Only one was
advanced -- a "means test"program under which elderly Alaskans
earning less than $25,000 per year would receive a payment of
$250 per month. Those earning more than $25,000 would receive a
payment of $100 per month. To qualify for the $250 bonus, the
applicant would be required to submit his or her tax return to
the Department of Administration.

This program is intended as a permanent replacement for the
ALB. However, the program envisions that the size of the pay-—
ments, and the $25,000 1income limit, remain constant over the

years. In terms of real income, the effect is as follows:

5y Annuity projections are without "front-loading."



Maximum Income

Eligibility for Amount of Size of Alternate
Bonus (year) Bonus Bonus
1986 $25,000 $250 $100
2000 $10,569 $104 $41.60
2010 $ 5,902 6/ $ 59 $23.60

It is estimated that, initially, 80% of Alaska®s elderly
will be eligible for the $250 bonus. Because that maximum income
requirement drops each year 1in terms of real 1income, so too does
the percentage of eligible elderly. Thus, less than half of
Alaska“"s elderly will be eligible for thebonus 1in the year 2000,
and only 30% will be eligible in the year2010.

The committee rejected this means test proposal for the
following reasons:

1.Any welfare program 1is contrary to the intent of the
ALB program and 1is vigorously opposed by Alaska®"s elderly. The
Longevity Bonus Program now says to Alaska®s elderly that they
are a precious human resource, and that it is 1in the state"s
interest to provide them with the wherewithall to remain 1in
Alaska after retirement. The means test payment, on the other
hand, carries with it quite different, and less favorable

connotations.

6/ This" is below Alaska®s $7032/year poverty level.

-8-



2. 0Of those who are potentially eligible for the $250

means test payment, many may not apply because of its welfare

connotations. This is strongly suggested by available
statistics. Currently, nearly 6,700 ALB recipients -- or 40% of
all recipients -- have 1incomes below the current eligibility

limit for existing Old Age Assistance and Medicaid benefits.
These benefits are substantial -- averaging $2,640 per year for
OAA and an additional $2,500 per year for Medicaid. Yet, of the
income-eligible, only 2,526 -- or roughly 38% -- have in fact
applied for OAA and Medicaid. Certainly, some of the remaining
income-eligible have not applied because they have more assets
than current law allows. Nonetheless, these statistics manifest
an aversion to need-based assistance which has deterred many of
Alaska“s apparently eligible elderly from applying for
substantial benefits.

3. Thus, while 20% of Alaska®s elderly will be ineligible
for the $250 bonus, an additional percentage of existing ALB
recipients will lose their current benefits because of their
unwillingness to participate in a welfare program. For these
reasons, Lhis means test proposal fails a threshold test which
should be a cornerstone of any longevity bonus legislation. Any
ALB alternative, the committee believes, should provide those who
have received the ALB over the years with the same benefits as
under current law.

4. The proposal hurts both existing and new ALB recipients

in another way. Because the real value of both the benefits and



the 1income ceiling will decrease over the years, fewer elderly
will find themselves eligible, and those who are eligible will
receive smaller benefits. By the year 2000, for example, less
than half of Alaska®s elderly will be eligible for a benefit with
a real value of $104 per month, while the majority will receive a
token payment with a real value of $41.60.

5. The proposal 1is substantially more expensive than the
committee bill. Even though: (1) the committee bill protects
existing elderly, while this means test proposal does not; and
(2) the committee bill inflates the ALB annually, while the means
test proposal does not, enactment of this means test proposal

would cost nearly $2 billion more than the committee bill over

the next 50 years. Moreover, that cost would be born when the
state could least afford i1t -- after the turn of the century,
when oil revenues are projected to rapidly decline. It 1is

important to the committee to develop an ALB alternative which
phases out general fund obligations after the year 2000. As part
12 of this vreport discusses, while post-1999 costs under the
committee bill are projected to be $285 million, 21st century

costs under the means test proposal would be roughly $2.28

billion.
6. The committee has several concerns regarding the $100
payment for which all elderly would be eligible. First, the

committee does not know what that payment 1is intended to
accomplish. It is doubtful that $100 per month 1is a sufficient

sum to allow any elderly to remain in the state who would



otherwise be financially required to leave. The payment may thus
at once be too small to accomplish any social goal, and yet large
enough to constitute a substantial drain on the state treasury.

Additionally, many elderly may view the $100 payment as
tokenism. If that 1is not the case now, it will certainly become
so in the future when the real value of that payment shrinks to
$41 (2000) and $23 (2010).

Finally, since the $100 and $250 payments are fundamentally
different in purpose, the committee believes that they should be
administered under separate programs. The $100 payment is
apparently 1intended as a residual ALB. On the other hand, the
$250 payment 1is a form of welfare. This payment, the committee
believes, should be administered by the Department of Health and
Social Services under the state"s welfare laws. Otherwise, the
state will, 1in essence, be creating two welfare bureaucracies --
one for Old Age Assistance, and one for the mis-named "longevity

bonus."

7. Fewer people will meet the $25,000 eligibility

requirement as the years go by. Thus, by the year 2010, only 30%
of Alaska®"s elderly will be eligible for this means test payment.
Why, it might fairly be asked, are 80% of today"s elderly 1in
"critical” need of the higher payment, while only 30% will
require the payment 1in years hence? For one who 1is currently
denied the larger payment, or who may be denied it in the future
solely because of inflation, this precise guestion will

invariably be asked, and may be asked in the courts.
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8. Finally, 1in requiring one year"s residency in order to
receive the $250 means test payment, the proposal raises a
substantial constitutional issue. The ~current ALB®"s one-year
durational vresidency requirement 1is constitutional because the
bonus 1is not dependent upon "need." Under both the federal and
Alaska constitutions, if a progranm provides "the basic
necessities of life,” a 30-day residency requirement is the
maximum constitutionally permissible. Memorial Hospital wv.
Maricopa County, 415 U.S. 250, 259 (1974); Shapiro v. Thompson,
394 U.S. 618 (1969). Generally, benefits which are accorded on
the basis of the recipient®™s 1income tend to be viewed by the
courts as involving "basic necessities.” For example, 1in Jeffrey
v. Colorado State Department of Social Services, 599 P.2d 874
(Col. 1979), the Colorado Supreme Court struck down the lengthy
durational residency requirement of that state"s old age pension
program, and held that the program provided basic necessities of
life. The state argued, unsuccessfully, that 1its program was
more akin to an income supplement, rather than a form of welfare.
The court, however, ruled that because the size of the pension
was a function of the applicant®s other income, a 30-day
residency requirement was required:

[The state] attempt[s] to avoid the strict
scrutiny - compelling state interest test mandated
by Shapiro by characterizing the old age pension
program as an fannuity.® However, unlike true
annuity or pension programs which are unaffected

by a recipient®s other income, the old age pension
benefit is directly and proportionately reduced by

the amount of other income. Thus, the
characterization of the old age pension program as
an "annuity"” puts form over substance and
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disregards the nature of the program, which 1is to
fulfill basic needs and not to supplement separate
income.

599 P.2d at 879. Emphasis added.

The means test proposal has been defended because of 1its
high 1income limits. This does make the program different from
that 1involved in Jeffrey, and the committee agrees that this
defense could be made in good faith. To the committee, however,
that is not enough. Early in the committee®"s deliberations, the
committee agreed to develop a proposal which would avoid serious
new constitutional issues and the threat of continued litigation.
While any legislation which treats some people differently than
others may result in litigation, the means test proposal raises a
serious and substantial residency discrimination issue, and
therefore does not meet the committee®"s goal. 7/

For these reasons, the committee does not believe that the
means test proposal 1is a viable alternative to the existing ALB
program.

The committee was also aware of the ‘"stair-stepping
approach,”™ wunder which the ALB program is slowly phased out
through an annual increase in the eligibility age. Under

legislation which passed the House ®f Representatives during the

7/ Additionally, it should be noted that the issue will become
more serious 1in future years. This 1is because while the 1income
level is high at the outset, it shrinks dramatically, and in real
value falls below the state®"s existing poverty level in the year
2008.
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previous legislature, the eligibility age would begin to rise
above 65 1in 1991. Although no "stairstepping”™ proposal was ever
advanced by anyone for formal committee review or action, the
committee is aware of some continued interest in developing this
concept outside of this committee"s deliberations. The proposal
thus warrants some comment.

First, the term "stairstepping” 1is a misnomer, since it
connotes a gradual phasing out of the ALB program. In truth, the
stairstepping approach causes the most abrupt program termination
of any option considered, and also results 1in the most severe
discrimination between groups of Alaskans. Under the
stairstepping approach, 1if a person was born on or before June
30, 1925, the state would pay him or her $250 per month for life.
For persons born on July 1, 1925 and thereafter, the state would
pay nothing. And, it is irrelevant whether that person is now an
Alaskan. A current non-resident who 1is now 62 would receive
$250/month when he or she moved to Alaska, while a current
59-year old Alaskan would receive nothing. There is thus nothing
gradual, or "stairstepped,” about this process.

The stairstepping approach would be more expensive than the
committee bill, 8/ and much of this added expense would be born
after the turn of the century when the state can least afford it.

See Section 12. Yet, despite its high cost, stairstepping would

glall%suvmlthg’thgfer I8¢ Pﬁe Ang \}WPue oq tshl Iar Jrovisions
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benefit fewer Alaskans. For example, some have assumed that
participation in the annuity program 1{is necessary in order for
future elderly to benefit from the committee bill. This is not
true. Under stairstepping, a person turning 65 in 1991 would
receive no ALB whatsoever, while that same person would receive a
1991 ALB of $222.61 under the committee bill, even if that parson
had never participated in the annuity program. Thus, for similar
total <costs, and substantially Ilower 21st century costs, the
committee Dbill extends the benefits of the ALB program to many
more Alaskans.

Most fundamentally, the committee believes that there is a
need foi future state participation in the building Sf retirement
security that 1is not recognized 1in the stairstepping approach
standing alone. Apart from the ALB, the principal form of
non-need based assistance 1is, of course, Social Security. Yet
Alaska®s elderly receive the same Social Security payments as
those who reside where the cost of Jliving 1is much lower.
Moreover, Alaska has a uniquely high percentage of elderly who
are ineligible for Social Security because of a lack of
wage-earning history. Thus, in one area of the state --
Northwest Alaska -- 66% of the region®s elderly reported the ALB
as their principal source of income.

As oil revenues decline, and economic activity in the state
becomes more uncertain, it is entirely possible that the state"s

future elderly will find themselves 1in a more precarious position
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than today. And, at that point, the state -- for these same
economic reasons -- may be unable to help.

One obvious 1impact of abolishing the ALB program through
"stair-stepping” is an increased O0ld Age Assistance case load.
Certainly, when those near the poverty line are denied $250 per
month, they will simply turn to the welfare system, and the state
will realize no net saving. Moreover, and as discussed
previously, many ALB recipients who are apparently eligible for
OAA and Medicaid have 1in fact not applied for these benefits.
Over the years, the ALB program has been defended on the ground
that 1t has -enabled many Alaskan elderly to remain off the
welfare roles. Statistics bear this out, indicating that many of
those ALB recipients who are eligible for OAA and Medicaid have
been able to remain off these programs because of the bonus.

For these reasons, stair-stepping by 1itself 1is also not
being recommended to the legislature.

On the other hand, the principal advantage of
"stair-stepping”™ 1is the protection which it affords those who are
currently on the ALB program, and who have come to rely on both
the Longevity Bonus and the permanent fund dividend to sustain
themselves. The committee concluded that forcing Alaska“®s
existing elderly to forego their Permanent Fund Dividend xn order
to assure continued receipt of the "target"™ Longevity Bonus might
work a hardship on these older Alaskans. As a result, the
committee decided to include in the bill a so-called

"grandfathering" provision which allows those reaching age 65
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before 1986 to take their Permanent Fund Dividend 1in cash and
still receive a full Longevity Bonus for the remainder of their
lives. The committee legislation, then, 1is intended to blend the
most salutory aspects of both an annuity approach and
"stair-stepping.”

The virtue of an annuity approach 1is that it enables the
state and each individual Alaskan to set aside funds now for
those perhaps more difficult years ahead. It is a program
designed to substitute private thrift for public largesse. The
committee also believes that the permanent fund dividend 1is an
appropriate source of funds for the annuity program. The purpose
of the annuity program 1is much like the purpose of the permanent
fund itself. Moreover, one purpose of the dividend program - to
give each Alaskan a stake 1in the management of the permanent
fund -- will be enhanced if Alaskans®™ retirement security is at

least in part dependent on wise stewardship of that fund.

Maj or Features.
1. Front-loading. The committee envisions that

legislature may add additional sums to individual annuity

accounts. Under "front-loading,”™ a person will receive an
annuity account credit greater -- and perhaps substantially
greater -- than the amount of cash he or she could have received.

It is the committee®s hope that the legislature will consider

front-loading for each of the program®s first three years.
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The committee initially analyzed the annuity concept without
front-loading. Even without front-loading, annuity payments
eventually replace longevity bonus payments from the general
fund. Nonetheless, the committee feared that because annuity
payments were low in the early years, those Alaskans who are now
near vretirement age would not participate 1in the program.
Moreover, general fund <contributions did not Dbegin to see
significant reductions for about 10 years.

Front-loading provides a substantial incentive to
individuals to forego 1immediate cash in favor of retirement
security. While it costs more in the initial years, that cost is
incurred 1in years 1in which oil revenues are expected to remain
high. Moreover, general fund contributions to the ALB program
taper off rapidly. In other words, because front-loading causes
the maximum possible annuity payment to 1increase, residual
longevity bonus payments decrease more vrapidly. Thus, dollars
invested in early vyears through front-loading result 1in a
decrease in general fund obligations in later years.

Under the committee bill, substantial front-loading now
would actually result in a net savings over the life of the ALB
program -- at Jleast 1in nominal dollars. Thus, if $79 million
were appropriated for front-loading over the next three years,
that investment would vresult in a return of $82 million in
reduced ALB payments over the next 25 years. In constant 1986
dollars, the ultimate cost of investing $79 million now is $30

million.

-18-



Additionally, front-loading serves other important purposes
which the committee believes warrant the cost in constant
dollars:

(1) The committee bill will work only if Alaskans
participate. If they do not, Alaska®s future elderly may still
place demands on the general fund; and

(2) A premium may fairly be placed on the current
availability of funds. If $1.00 of general funds front-loaded
now returns 75c (in constant dollars) years hence, the fact that
the general fund has that $1.00 now, but may not have the 75c
later, 1is of seme relevance.

Whether front-loading extends beyond the three-year period
envisioned by the committee depends on the availability of funds,
actual participation rates, and the projected rate of return on
subsequent front-loading investments. IT front-loading has
succeeded in creating substantial participation, continuation
would seem wunnecessary, since those Alaskans already 1in the
annuity program would be unlikely to drop out. On the other
hand, if participation 1is Jlow, the Jlegislature may wish to
consider inducements other than front-loading.

The committee settled on a front-loading concept weighted in

favor of older Alaskans. Several other options were also
considered. The first was a per-capita contribution made tc each
Alaskan who chose an annuity credit. Under this option, the

annuity accounts of those near retirement age did not 1increase

enough to substantially increase the "maximum possible annuity.”
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Thus, it did not significantly reduce Jlong-term general fund
obligations. Nor did it satisfy the goal of providing the
greatest incentives to those who may need them most.

To better accomplish this goal, the committee next
considered a straight $10 incremental increase in front-loading
based on age: that is, participants would receive $10 for each
year that they were older than age 17 -- up to age 65. 9/ This
option produced a better result in terms of reduced general fund
obligations, but it still did not increase annuity payments fast
enough to be a significant 1incentive -- to older Alaskans in
particular -- to participate in the progranm.

Finally, projections were run on the option embodied in the

bill: persons 18-34 years old would receive a base amount of
front-loading 1in addition to the dividend -- for example, $50.
Those over 34 would receive a percentage increase(for example,
10%) for each year of age over 34, up to age 65.Under this

option, front-loading increases on a curve rather than a straight
line -- increasing dramatically as an individual approaches age
65. Thus, a $50 base with 10% per year increases results in a 34
year old receiving $50, a 50 year old $211, and a 64 year old
approximately $800.

The incentive to join the program, then, increases

dramatically as retirement age approaches. It is this aspect

97 Thus, an 18 year old would receive $10, a 38 year old $210,
and a 65 year old $480.
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which is most appealing to the committee, Tfor the following
reasons:

First, older Alaskans are most 1in need of incentives to
participate. Because initial annuity payments are small, many
may be tempted to take a cash payment which 1is larger than the
annual annuity which it will yield. Then, years later, that
person will suffer materially reduced benefits because of that
short-sighted decision. On the other hand, younger Alaskans need
not participate 1in the program every year in order to build a
sizeable annuity. Based wupon projections available to the
committee, a 47 year old (in 1986) would be required to
participate every year 1in order to achieve the target annuity
when he reaches 65 in the year 2004 -- the year the ALB progranm
disappears. Recognizing that financial circumstances may require
a cash election in some years, and that some individuals may be
ineligible for a dividend in some years, the committee concluded
that additional incentives are appropriate beginning at age 35 in
order to help ensure that the maximum possible number of Alaskans
will achieve the target annuity.

Second, while older Alaskans will receive more at the
outset, the front-loading given younger Alaskans will be invested
for a longer period of time. To the extent that the percentage
differential is commensurate with account earnings, the eventual

return to both old and young will be quite similar.



Finally, this option actually costs less 1in front-loading
dollars than the straight [line approach -- even though the
now-elderly receive larger amounts.

Two additional points regarding front-loading warrant note.
First, and as discussed earlier, under the committee bill those
who reach age 65 before 1986 do not participate 1in the annuity
program because they are guaranteed a full longevity bonus for
life. As a result, in 1985, there will be no front-loading for
any individual over the age of 64. In future vyears, the
incremental 1increase in front-loading will end at age 65, and
those over age 65 will receive the same amount of front-loading
as a 65-year-old.

Second, the committee bill envisions that the source of
front-loading funds may be the earnings of the undistributed
income account of the Alaska permanent fund. In past years,
permanent fund earnings have exceeded the amount necessary to pay
dividends and 1inflation-proof the fund 1itself. The resulting
surplus comprises the undistributed income account, which has a
current balance of $557 million. That account itself yields
annual earnings which are greater than that necessary to provide
front-loading, and which are available for appropriation.

The committee concluded that these earnings are an
appropriate source of funds for front-loading for one obvious
reason: as with the basic structure of the annuity program
itself, this aspect of the bill will devote current permanent

fund earnings in a manner which will substantially decrease
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general fund obligations in later and perhaps leaner years. Once
again, however, only earnings are involved. It must be stressed
that nothing in the committee bill in any way 1impairs the
integrity of the permanent fund itself.

2. The 3% Escalator.

Since the beginning of the ALB program in 1972, the original
$100 payment has been periodically increased to its current $250
limit. While that increase seems large, it has, in fact, roughly
kept pace with inflation. IT the ALB 1is retained, the committee
believes that it 1is unreasonable to assume that no 1increase 1in
the ALB will ever be made. The persistent erosion in the real
value of the ALB would at some point become so severe that relief
would be necessary. For example, assuming a 61 inflation rate, a
$250 ALB now will be worth only $104 in 15 years.

There are two ways of dealing with the gradual erosion of
the value of the ALB. The Ffirst 1is to leave the problem to
future legislatures. The second 1is the approach taken in the
committee Dbill, which provides a modest 3% annual adjustment
intended not to precisely keep pace with inflation, but rather to
provide certainty in the amount of the payment.

3. Administrative Costs of the Program. The committee
bill provides that the legislature may appropriate funds from the

annuity account to pay the administrative costs- of the annuity



program. 10/ Thus, the costs of the program will be borne by the
annuity participants, whether the funds are privately placed or
not.

The bill states that administrative costs will be "equitably
allocated™ among annuity accounts; it is the committee"s intent
that an equitable allocation will take into account such factors
as numbers of participants, age, and relative account balances.

4. Choice of BenefitsMost annuity programs offer
participants a choice of options, such as joint and survivor
benefits. The primary reason for survivor benefits in employment
annuity programs 1is that among married couples there 1is often
only one wage -earner. Survivor benefits are thus available to
insurethat the dependent spouse 1is not left without income.
Since the annuity program is available to both spouses, jJust as
is the present longevity bonus program, the committee opted for
simplicity and did not include a choice of benefits. 11/

5. Setting the Amount of the Longevity Bonus Payment.
Section 8 of the bill provides that the longevity bonus payment
-- for those who have not reached 65 before 1986 -- is determined

bydeducting from that payment the maximum possible annuity

10/ IT the states chooses to place the funds with private
carriers, any costs shifted to the carrier under the contract
would also be paid from the annuity accounts.

11/ A death benefit for those who die prior to reaching age 65
Has been included in the Senate State Affairs Committee
substitute for SB 56.
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available to a person who turns 65 in the year 1iIn question. The
bill uses the annuity available to a 65-year-old because that
annuity 1is the smallest available (among those who have received
the maximum possible credits). A 75-year-old with the 1identical
contribution of a 65-year-old will receive a larger annuity
because his life expectancy 1is shorter, and his capital will be
returned faster. Thus, some Alaskans will receive more than the
target amount during the -early years of the program, and no
elderly Alaskans (with full participation) will receive less.

6. Residency Questions. The bill has no residency re—
quirements for receipt of annuity payments. Permanent fund
dividends are, of course, only available to Alaska residents --
so that an individual must be an Alaskan to contribute to an
annuity account. 12/

7. Federal Income Tax Considerations. Currently, both the
permanent fund dividend, and the ALB, are taxable as ordinary
income under the Internal Revenue Code. The committee engaged
tax counsel to determine whether the result would be any
different under the committee bill. Specifically, the committee
asked whether a person will be taxable on the cash he could have
received as a dividend even though, under the new program, he 1is
only credited with the right to receive a future annuity from the

state. Counsel advised the committee that, because the annuity

12/ The longevity bonus program will still require that an
individual be a one-year resident to receive a bonus.

-25-



program is unique, there 1is no legal precedent which provides a
definite answer.

Based on analogous federal tax authorities, tax counsel
believes that a crucial factor 1in determining whether or not an
Alaskan receiving an annuitycredit will avoid current federal
income taxation is the amount with whichthe legislature
"fxont-loads™ the annuity credit 1in the vyear the credit 1is
granted. IT the legislature provides a substantial front-load to
the annuity credit for a particular year, an Alaskan receiving a
credit that year should not be subject to tax until annuity
payments are actually made on retirement. However, if the
legislature provides little or no front-loading in a particular
year, there would be a substantial risk that those receiving
annuity credits would be taxable immediately on the amount of
cash they could have elected in lieu of the credit.

Tax counsel also advised the committee that available
precedent does not provide firm guidance on the minimum
front-load necessary to support deferred tax treatment of annuity
credits. There is an example in the IRS regulations which
suggest that a front-load of 25£ or more of the annuity credit
would be sufficient; however, tax counsel believes that a lesser
amount may suffice. Because of this uncertainty, tax counsel
suggests that if the committee proposal 1is enacted, it would be
in the state™s best interest to obtain an advance ruling from the

Internal Revenue Service on the question.
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The uncertainty surrounding the tax status of annuity
credits, and the substantial risk of taxability when
front-loading ends, did not weigh heavily in the committee"s
recommendation. This 1i1s because, at worst, Alaskans would be
required to pay taxes on the amount of the dividend just as they
do now. Moreover, the committee saw its Jjob as finding an
alternative to the ALB program which met the basic goals
expressed in this report. It was not charged with simply finding
a tax shelter.

Finally, apart from the potential taxability of a permanent
fund dividend credited to an annuity account, two favorable tax
aspects of the committee proposal should be mentioned:

1. Al interest income <credited to 1indiviudal annuity
accounts would, under current IRS regulations, be taxable only as
it is paid out after reaching age 65; and

2. Front-loading credits would not be currently taxable.

8. Annuity Credits Are Not a Vested Right. The committee
bill provides that an individual does not receive a vested or
property right to an annuity payment until that payment is made.
Funds must be appropriated annually by the legislature from the
annuity account to make annuity payments. Although the clear
legislative intent of the bill is to provide annuity payments to
those who have participated in the program, the committee bill
neither binds future legislatures nor creates a dedicated fund.
Thus, the legislature may legally appropriate annuity funds for

any public purpose. An individual®s right to an annuity payment
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prior to dispersal 1is an wunfunded, unsecured promise of the
state. Thus, a future annuitant 1is in no better Ilegal position
than any unsecured creditor of the state.

As a result, the bill is silent with regard to the
garnishment of annuity credits. Prior to annuity payments, there
is nothing to garnish or attach, nor anything that can properly
be regarded as "income"™ or an "asset."

9. Protection of Alaska®™s Existing Elderly. As noted
previously, persons who reach the age of 65 before 1986 will not
be required to forego their permanent fund dividend 1in order to
receive a $250 per month Longevity Bonus, inflated 3% annually.
The committee decided to integrate this aspect of
"stair-stepping”™ because it concluded that many retired Alaskans
have come to rely wupon both the ALB and the permanent fund
dividend, and -- since they are now retired -- would be unable to
make adequate arrangements to mitigate the impact of an abrupt
denial (or reduction) 1in either payment.

Under 1last session®s House bill, those who had reached the
age of 60 before 1986 would have received a full AL T for life,
although the amount of that bonus would not be 1increased 1in
future years. The committee considered and rejected the option
of extending this protection to 60-year-olds for three reasons:

1. Assuming a retirement age of 65, those under that age
will have 1-5 years to make necessary arrangements to accommodate
either the loss of a cash dividend, or incremental reductions 1in

the ALB payment. Current retirees, on the other hand, have
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little or no ability to alter their financial condition. Thus,
while any age group might be said to have some "expectancy"™ to
both an ALB and a cash dividend, that "expectancy"” 1is more

immediate, and more critical, for existing retirees;

2. Exempting 60-year-olds from the ALB reduction of the

committee bill would not simply postpone the 1inevitable financial
disparity between two groups of Alaskans -- it would aggravate
it. Under the House bill, the first reduction in payments would
occur in 1991. Because of the growth 1in the "maximum possible
annuity” by that time, the 1initial difference in monthly ALB
payments between an exempt recipient, and a non-exempt recipient
who did not forego his dividend, would be $67.21 per month.
Conversely, under the committee bill, differential payments will
begin 1in 1986, and will initially be $11.92 per month. The
committee felt that . if some smaller differential were felt
immediately, the need to begin participation 1in the program now
would be more apparent to non-exempt recipients. In other words,
immediate “stair-stepping™ may well encourage higher annuity
participation, which in turn will reduce the actual differential
treatment between exempt and non-exempt recipients; and

3 The ALB program cannot go on forever. Indeed, it has
been a goal of the committee to develop a proposal which phases
out general fund obligations near the turn of the century -- when
oil revenues are predicted to dramatically decline. IT the bill
were to protect existing 60-year-olds, the committee projects

that the state would still be making general fund ALB payments of
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$74.9 million 1in the year 2000, and general fund obligations
would not end until the year 2029. Moreover, extending the
bill"s protection to 60-year-olds would cost an additional $330
million over the life of the progranm. In drawing the necessary
dividing line between those who can continue to receive the full
benefits of existing law, and those who cannot, economic

feasibility plays an appropriate role. For the reasons
above-stated, the committee believes that the line 1is best drawn
at age 65.

10. Possible Participation Rates. The committee attempted
to estimate likely participation rates for the legislation®s
annuity program. Currently, participation vrates in certain
voluntary employee retirement plans exceed 50%. There are,
however, differences between those plans, and the annuity program
established by the committee®s bill. Under most employee plans,
contributed funds can be withdrawn upon termination, or in case
of substantial hardship.® Under the committee bill, however, no
benefits Owmi.i accrue until retirement. Additionally, high
participation vrates 1inemployee plans are, in Jlarge part, a
function of intensive educational efforts which cannot Dbe
duplicated on a statewide basis -- particularly 1in Alaska.
Finally, participation rates for employee plans may be irrelevant
in predicting participation by the jobless and very poor.

On the other hand, with front loading, matching
contributions which participants receive may be, at least for

older Alaskans, substantially more than typical matching payments
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by ernployers. Additionally, under any employee plan, an employee
must dedicate a portion of his or her regular monthly salary --
each dollar of which may already have been budgeted for regular
family needs. The permanent fund dividend, on the other hand, 1is
an irregular source of income which (for some Alaskans) 1is not a
component of the regular family budget, and hence more readily
disposable.

Given these differences, and the wunique nature of the
annuity program established by this bill, the committee does not
believe that any meaningful ©projection, or even vrange of
projections, can be provided.

IT participation rates are very high, by the year 2003 state
0ld Age Assistance payments may be substantially decreased.
Indeed, it is conceivable that a successful annuity program could
virtually eliminate the need for old age welfare payments. For
example, by the year 2010, every elderly Alaskan who has fully
participated in the program will be rece a monthly annuity
of $1,047.88.

On the other hand, 1if participation 1is very low, the state
may experience increase” "1 age assistance obligations as the
residual longevity bonus phases out.

The only way to guard against future increases iIn O0OAA

clientele is either to maintain the existing ALB program -- an
option which the committee believes 1is cost-prohibitive -- or
convert the ALB itself into a form of welfare. Other options

studied (including stairstepping) would not simply threaten, but
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inevitably lead to higher OAA obligations. The committee bill,
on the other hand, offers Alaska®"s future elderly at least the
opportunity to ultimately avoid the need for OAA assistance -- an
opportunity which at least some Alaskans will accept. In other
words, even with modest levels of participation, the result would
be better than under "stair-stepping."

11. Impact Upon Eligibility For O0ld Age Ass;stance and
Medicaid.

If an elderly Alaskan earns $586 or less per month, he or
she 1s eligible to receive federal Supplemental Security Income
and/or state Old Age Assistance. There are currently some 2,450
elderly receiving this assistance, and the average benefit 1is
$240 per month.

Elderly who are eligible for OAA are also eligible for
Medicaid. Medicaid benefits are accessed by almost half of the
OAA recipients, and the average non-nursing home benefit 1is
$2,500 per year.

If an elderly Alaskan earns less than $900 per month, he or
she is eligible for nursing home benefits under Medicaid. These
benefits are substantial -- averaging $135 per day, or $50,000
per year for each individual.

Until 1984, and by virtue of a specific exclusion in federal
law, ALB payments did not count as "income"™ iIn determining
eligibility for SS1 or Medicaid. See 42 U.S.C.
81982a(b)(2)(B). However, when the ALB program was changed in
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1984, Congress also amended the exclusion to protect only those

who:

1. are 65 years of age on or before September 30, 1985;
and

2. have 25 years of continuous residency in Alaska by that
date.

This change in federal law has had the following effect on
the SSI, OAA and Medicaid eligibility in Alaska:

1. Some 750 currentrecipients of OAA will experience a
loss orreductionin benefits because they are now eligible to
receive the ALB, but fall outside the amended federal exclusion.
These 1individuals have not, however, suffered a net loss in cash
benefits, since ALB payments have merely replaced previous
OAA/SS1 payments. While these 1individuals are the subject of
discrimination, since they cannot retain both their ALB and their
previous OAA/SS1 benefits (as can long-time Alaskans), that
discrimination 1is solely the product of federal law. IT the
state undertook to cure this discrimination by replacing lost
federal SSI benefits, $1.4 million would be required for FY 1986.

2. Some 314 of the 750 affected OAA/SSI recipients will
also lose non-nursing home Medicaid coverage -- a benefit which
averages $2,500 per year. This 1is a substantial loss which is
not compensated for by the ALB program. The amount of lost
federal Medicaid benefits to these 314 individuals 1is only
$413,847 for FY 1986. The state could therefore compensate for

these lost federal benefits at relatively small cost.
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3. The most substantial 1impact of the recent fedeial law
change 1s upon nursing home patients. 36 elderly Alaskans who
are currently 1in nursing homes may lose their Medicaid nursing
home coverage as a result of this change. Tc pay these
individuals®™ nursing home costs entirely through state funds
would require a $720,000 additional appropriation in FY 1986.

The committee bill neither alleviates nor aggrevates the
problems associated with O0AA/SSI benefit reductions, or
reductions in non-nursing home Medicaid payments. Unless the
legislature were to adopt a needs-based ALB program, virtually
any option which the legislature might chose would leave the
affected elderly in the same position as under current law. 13/

The committee proposal would, however, probably benefit
existing nursing home resident™l. Under the bill, persons
residing in a nursing home are 1ineligible to receive the ALB.
This exclusion, the committee believes, 1is consistent with and
furthers the intent of the ALB program. Its effect is to benefit
existing nursing home residents who will Ic accers to the $250
a month ALB, but at the same time will ° their eligibility

for $50,000 per year nursing home payments.

13/ Under current federal law, payments which are predicated on
need are not counted as "income" for federal assistance purposes.
Thus, the means test proposal discussed earlier may avoid the
problems discussed in this section -- assuming that federal
officials were willing to treat a $25,000 income limit as truely
differentiating the "needy"™ from the "non-needv."
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12. Costs of Various ALB Alternatives. The committee has
estimated the costs of various alternatives. Although population

figures (and hence program costs) in future years are difficult

to predict, several of the alternatives studied -- including the
stair-stepping approach and the means test proposal -- envision
general fund expenditures well iInto the next century. The

committee felt that it was particularly important to at least
estimate costs beyond the year 2000 for two reasons.
First, it has been a goal of the committee to develop a

program which phases out general obligations after the turn of

the century -- when oil revenues are projected to dramatically
decline. Estimating post-2000 expenditures 1is thus particularly
important.

Second, some options envision higher immediate investment in
return for lower long term obligations. Others 1involve smaller
near-term expenditures -- an attribute which is paid for 1in the
years to come. A fair comparison, then, can only be made by
looking at total expenditures over the life of each alternative.

Chart 1 indicates the costs of making continued ALB payments
under four alternatives. This chart assumes that -- whatever
program 1is chosen -- an escalation in the ALB payment will be
made as the years go by. As the chart 1indicates, the cost of
continuing the current, expanded ALB program is prohibitive. The
second option, the "Annuity Program,"” reflects the committee bill

without grandfathering Alaska®™s existing elderly. Under this



option, 1iIn order to receive the target amount, existing elderly

would be required to forego their permanent fund dividends.

The third option -- the "Annuity Program w/1986
Stairstep” -- vreflects the ALB costs of the committee bill
itself. The "Stairstep” approach refers to last session"s

legislation, which would begin stair-stepping in FY 1991.
Finally, projections on the means test proposal which 2?7 ""me
escalation have not been run.

Assuming that the legislature provides a 31 per annum
increase iIn the ALB payment, the ALB costs of the options
considered are as follows:

Chart 1

ALB COSTS THROUGH 2034
WITH 31 ESCALATOR (in millions)

Nominal $ Constant $ Present
Value 1~4/
Current Law 13,087 2,501 1,393
Annuity Program 964 605 496
Annuity Program
w/1986 Stairstep 1,290 735 584
Stairstep 1,455 745 577
Means Test N/A N/A N/A
14/ The term "Nominal $" is self-explanatory. The term

Constant $" vrefers to <costs expressed 1in 1986 dollars --
assuming 61 annual inflation. The term "Present Value"™ refers to
the amount of money which, 1f 1invested now, would endow the
various options through the duration of each.
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