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the other part from the general fund. If an individual decides 
not to participate, he/she would receive the declining bonus 
amount.

House CS for CSSB 56 (SA)

This proposal made two changes to the above proposal:

- It changed the amount of the bonus to $225, and

- It added a new subsection (c) to AS 47.45.015 which 
broke the tie between the annuity program and the 
dividend program. The dollar amount subbracted from 
the ALB each year would be based on a schedule of 
reductions set out in a House Research memorandum 
dated May 15, 1987 (see section III). This approach 
would limit the state's general fund outlay to a 
known quantity.

The assumption underlying CSSB 56 (Judiciary) was that the 
permanent fund and dividend programs would not change. If the 
legislature, in future years, caps the dividend, changes the 
formula for distribution of earnings, or makes other changes that 
effect the dividend amount, the annuity would not grow as fast as 
projected. The result would be an increase in general fund costs 
and a reduction in the certainty of when the bonus payments would 
end (for annuity/bonus reduction group).

Observations: Annuity Proposal

- Every year between now and 1995 the cost of the annuity 
increases;

- The annuity continues full general fund costs for all seniors 
in the program by 1/1/88;

- Calls for additional general fund monies for seniors who enter 
the program after 1/1/88;

- Shifting the costs of the program for new entrants from the 
general fund to the Permanent Fund ignores the Prudhoe Bay 
revenues/Permanent Fund earnings stream cross-over which 
occurs around 1194 to 1997. By the year 2000 the Permanent 
Fund earnings are estimated to be twice the amount of revenue 
coming from Prudhoe Bay;
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- The annuity proposal establishes a "state social s curity" 
program only for those Alaskans wealthy enough to lorego 
their PFD today. It says we are willing to provide even more 
money for those who are more fortunate. It also creates three 
groups of Alaskans: the "grandparent group", the "reduced- 
declir.ing bonus" group, and the no bonus group;

- The annuity proposal does not address the loss of federal 
funds, $4 million this year, for hold harmless. The cost
of "hold harmless" is estimated to increase by about $-;no,000 
yearly. In addition, it does not address pc-sible Medicoid 
coverage loss for lower income seniors who dc 'rticipate in 
the annuity;

- Low income people under 65 would not choose the annuity option;

- Knowledgeable individuals of any income level may prefer an 
IRA. House Research points out (87.218) that the same amount of 
money could be earned by investment of PFDs in an IRA or the 
annuity plan, but the annuity program offers less individual 
control and no vested property rights in the investment;

- Unlike an IRA, under the annuity program, the individual cannot 
transfer the funds to another investment, nor can he/she select 
the type of investment made;

- Under the annuity proposal, early withdrawal is limited to one 
time for "an unforeseeable emergency," and only with the 
approval of the Commissioner of Administration, and

- With low participation, the administrative costs will take a 
larger chunk of the annuity earnings, leaving less for annuity 
payments than the proponents of the bill envision.
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III. ALB; LEGISLATIVE PROPOSALS

(see attached memorandum)
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Juneau. Alaska 99811-3100 
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May 15, 1987

MEMORANDUM

TO; Representative Fran Ulmer

ATTN: Dennis Burns

FROM: Karen OakleyV^^
Legislative Analyst

RE: Projected Costs of the Longevity Bonus Program Under Senate Bill 55
Research Request 87.303 (Supplemental Information)

You asked us to project the costs of the Alaska Longevity Bonus Program
under the Committee Substitute for Senate Bill 56 offered by the Senate 
Judiciary Committee [CSSB 56 (Jud)] with the following modifications:

1) The bonus amount for persons turning 65 years after January 1, 1988 
will be calculated by subtracting the maximum possible annuity 
payment from $225 rather than from $250; and,

2) The bonus amount for persons 65 years or older by January 1, 1938
will be $225 rather than $250.

Attached are the following:

Table 1. Amount of the Monthly Annuity Payments Possible from
Investment of Permanent Fund Dividends in Annuity Accounts

Table 2. Compa:,son of Annual and Cumulative Costs between the
Current Lo’gevity Bonus Program and Various Proposals

Figure 1. Comparison of Annual Costs

Figure 2. Comparison of Cumulative Costs

I hope you find this information useful. Please let us know if you -eed 
additional information.

Attachments
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TABLE 1
/

Amount of the Monthly Annuity P e y o t e  PosBibla from 

Investment of Permanent fund Dividends In Annuity Accounts

Mo Change in the Permanent fund Dividend Program

3onus amount is S225 minus the monthly annuity payment.

CASE A CASE 3

Person turning 65 in current year Person Turning 65 en 1•2-S3

Annuity Balance of Payment

Balance at Monthly prior year's from Coroined “ontnty

Interest Honthly Longevity armui ty prior Honthly Lsngevi ty
fiscal Dividend Rate of Annuity Bonus account year's Annui ty Bonus
Tear Received 9.OX Payment Amount on July 1 account Payment Amouu

1989 S794.00 5847.60 5847.60

1990 855.00 1,836.59 S8.37 216.63 912.71 8.53 3.53 216. ’
1991 914.00 2,977.58 18.13 206.87 975.70 9.37 17.91 207.
1992 913.00 4,220.19 29.40 195.60 974.63 10.24 23.14 196.10
1993 923.00 5,585.31 41.67 183.33 985.30 10.46 33.60 186.40
1994 991.00 7,145.83 55.14 169.86 1057.89 10.33 49.44 175.56
1995 1,071.00 8,932.30 70.55 154.45 1143.29 11.93 61.37 163.63
1996 1,154.00 10,968.10 88.19 136.81 1231.90 13.26 74.64 150.36
1997 1,244.00 13,283.20 108.29 116.71 1327.97 14.71 39.35 135.65
1998 1,340.00 15,909.14 131.14 93.86 1430.45 16.35 105.69 119.31
1999 1,442.00 18,880.30 157.07 67.93 1539.34 18.20 123.39 101.11
2000 1,550.00 22,234.15 186.40 38.60 1654.63 20.27 144.17 30.33
2001 1,653.00 25,999.80 219.52 5.48 1764.58 22.61 166.77 53.23
2002 1,759.00 30,217.51 256.70 0.00 1877.73 25.07 191.34 33. .6
2C03| 1,870.00 34,933.32 298.34 0.00 1996.23 27.77 219.61 5.39
2004 1,986.00 40,197.37 344.90 0.00 2120.06 30.75 250.37 3. C3
2005 2,107.00 46,064.35 396.87 0.00 2249.22 33.97 234.34 3. CO

Estimates of monthly annuity payments based on Alaska Permanent fund Dividend Corporation projections of divicerx) 

oaynent (february 28, 1987 financial Statement) and an interest rate of 9 percent.

.ife expectancy values were provided by the Alaska Department of Labor, Demographic Report Mo. 1, Deceroer

5r»oared by the House Research Agency, “ay 1987 (37-303S; 370330-10).
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Cutot f 

Roiger Proposal

totuct.ii the

IIU 151

Governor*

Prc[x>sol

Current Longevity Bonus Program and Various Proposals

IIU 151 Modifications

s 125,000 120,000 Bonus 

Income Limit Income Limit Reduction

Bonus 

Reduction 

Uith Heeds

Needs Based 

Ho Age 

Cutoff

••CSSB 56 (»ud)*- 

Bonus Reduction/ 

Arvwi ty

1 • l.l Ai .1 mu I Annual Annual Annual Annual Annual Annual Annual Annual
1 4 ... Cost Cost Cost Cost Cost Cost Cost Cost Cost

1,9.9 49.3 134.5 143.1 141.8 144.9 144.9 143.8 149.9
i , .4 52.7 47.7 28.8 35.8 33.4 42.1 45.8 39.8 52.7
, V i . l 55.0 45.5 27.1 33.7 31.9 38.9 46.7 41.3 55.2
• ' t \ 58.2 43.3 25.4 31.6 29.4 34.9 46.8 42.8 57.1
i * t  * ou.7 41.1 24.0 29.8 27.5 30.4 46.9 44.3 58.5
1 / / V 03.4 38.9 22.3 27.6 25.3 25.4 46.0 45.4 59.6
|v #•. 05.9 36.7 20.9 25.9 23.9 19.8 45.5 46.8 60.1
\ 08.8 34.6 19.2 23.9 21.8 13.8 44.1 47.9 60.4
1 Vr: ’1 4 32.5 17 7 21.9 19.8 7.1 42.0 48.6 59.8
17 / / /3 6 30.3 16.4 20.3 18.5 0 0.0 49.7 58.1
IV/.; /o.l 28.2 15.1 18.8 16.9 0 0.0 51.1 55.9
1 V r V <'8.5 26.1 13.7 17.0 15.2 0 0.0 51.6 52.6
«.'»*• I* 1 81.1 24.1 12.6 15.7 14.0 0 0.1 53.2 48.2
*.*1. il fcl.O 22.1 11.3 14.0 12.4 0 0.0 53.7 42.6

io.i 20.2 10.3 12.8 11.3 0 0.0 55.3 33.2
4 III* J 88.9 16.3 9.2 11.4 10.1 0 0.0 56.2 24.4
c > 91 0 16.5 8.4 10.4 9.1 0 0.0 58.4 16.5
k'niO 9,. 9 14.8 7.4 9.2 8.0 0 0.0 59.6 14.8

• ♦l.i

1 li ( A 4 ii.iul 1 1570.2 1324.3 1402.9 1370.3 1257 3 1408.7 1839.5 1859.5

SB 56 House 

Proposed 

Substitute

Annual

Cost

44.9

47.4

49.7

51.3

52.4

53.3

53.5

53.5

52.6

50.7

48.2

44.7

40.0

34.1 

25.5

17.4

14.8

13.3

1747.5

eupi'vj I . lilt- H-I.c tcsciicn Agency. Huy 1987 (C/-303S2; 860330-10).
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Figure 1

ALASKA LONGEVITY BONU
Comparison of Annual CostB
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ALASKA LONGEVITY BONUS
Comparison of Cumulative Costs

Fiscal Year

C Prepared by the ouse Research Agency, May 1987.
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May 12, 1987
MEMORANDUM

TO: Representative Fran Ulmer

ATTN: Dennis Burns

FROM: Karen Oakle^/^
Legislative Analyst

RE: Projected Costs of the Longevity Bonus Program Under Senate Bill 55
Research Request 87-303

You asked us to project the costs of the Alaska Longevity Bonus (ALB) 
Program if modified by the Committee Substitute for Senate Bill 55 offered 
by the Senate Judiciary Committee [CSSB 56 (Jud)] and dated April 1, 1987 
(Attachment A). Committee Substitute for Senate Bill 55 would set a
schedule for reducing the amount of the monthly bonus paid to all persons 
turning 65 years of age after January 1, 1988; the bill would also
establish an optional program wherein all persons eligible for a 
Permanent Fund Dividend (PFD) could elect to set aside each PFD in an
annuity account. The relationship between the ALB program and the annuity 
program is this: the schedule for reducing the bonus amount will be
determined by the maximum possible straight life annuity payment under the 
annuity program. Conmittee Substitute for Senate Bill 56 (Jud) defines how 
thic maximum possible straight life annuity payment is to be calculated.

Under earlier versions of SB 56, the bonus amount was defined as:

. . .5250, minus the maximum possible straight life annuity for 3 
person 65 years of age under the annuity program . . .

Committee Substitute for Senate Bill 56 (Jud) now explains that:

. . .The maximum possible straight life annuity equals the amount 3 
person would receive if that person became 65 on January 2, 19SS, 
and contributed 100 percent of all permanent fund dividends or the 
cash equivalency to the annuity program for every year after 
December 31, 1987. However, for the purposes of this section the 
maximum possible straight life annuity may not exceed the amount 
that a person turning 65 in the current year would receive if that 
person had contributed 100 percent of all permanent fund dividends 
or the cash equivalency to the annuity program for every year arts'- 
December 31. 1987.

P.O. Box Y. Siate Capitol 
Juneau. Alaska 99811-3100 

Mail Stop 3100 
(907) 465-3991
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Thus, to determine what the bonus amount will be in any year, CSSB 55 (Jud) 
requires that two maximum possible annuity payments be calculated and 
compared:

Case A: the payment due a person turning 65 years of age in the 
current year that has contributed all PFDs received after January 
1, 1987 to an annuity account; and

Case B: the payment due a person who turned 55 years of age on 
January 2, 1988 and who contributed each PFD received after January 
1, 1987 to an annuity account.

Committee Substitute for Senate Bill 55 (Jud) specifies that in determining 
the bonus amount, the maximum possible annuity payment will be the lesser 
of the amounts paid under the two cases.

In Case B, the individual has an annuity account for each PFO, and the 
annuity payment received by this individual is the sum of the annuity 
payments derived from each such account. In calculating the total annuity 
payment made to this individual, we have assumed that the PFD is deposited 
into an annuity account in October of each year, accrues interest at a rate 
of 9 percent through the end of the fiscal year, and that monthly annuity 
payments begin on July 1. The life expectancy value used to calculate the 
annuity payment due the individual who turned 65 on January 2, 1988 changes 
each year.

In Table 1, the maximum possible annuity payments under Case A and Case B 
are compared based on March 19, 1987 projections of future PFDs by the 
Permanent Fund Divided Corporation. Only in the first year that annuity 
payments are made--FY 90--does the amount due the person who turned 55 on 
January 2, 1988 exceed the amount due the person turning 55 in the current 
year, and the difference is only a few cents. Because th^ annuity payments 
possible under Case B are lower than under Case A, the bonus amount in any
year will be greater jnder Case B, and it will take longer for the bonus
program to end. If the bonus amount is calculated using the annuity 
payable to the person turning 55 in the current year, the bonus proaram 
would end in about 2002 because in that year, the annuity amount’ is 
projected to exceed 5250. Using the bonus reduction schedule dictated by 
Case B, the bonus program would not end until about 2004.

In Table 2, the annual and cumulative costs of the AL3 program unaer CS56 
:5 (Jud) are compared to the costs of the current program and various other 
proposals to modify the program. Figure 1 depicts the annual costs of CSSB
55 (Jud), the current program, and CSHB 151 (Fin), which modifies the
current program by requiring all recipients to turn 65 years prior to 
,'inuary 1, 1988; Figure 2 depicts the cumulative costs
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Because the bonus'amount is predicated on annuity accounts built from PFDs, 
projections of the costs of the ALB program under CSSB 55 (Jud) are 
necessarily sensitive to the projections of future PFDs amounts. Various 
proposals to change the proportion of Permanent Fund earnings available for 
dividends have been considered by the legislature this year. To provide an 
indication of how changes in the PFD amounts will affect the ALB program 
under CSSB 56 (Jud), we have projected the costs of the ALB program using 
PFD projections under two scenario.;:

40%-30%-30%: 40 percent of the earnings go to dividends. 30
percent to inflation proofing, and 30 percent to reserves; and,

50%-50%: 50 percent of the earnings go to dividends and 50
percent to the General Fund after full inflation proofing.

(See House Research Memorandum 87-174 for further information on these 
scenarios.)

Figure 3 compares the annual costs of CSSB 56 (Jud) using these differing 
PFD projections to the costs of the current program and the program under 
CSHB 151 (Fin). Figure 4 compares the cumulative costs. The effect of
both the 40-30-30 and 50-50 proposals is to reduce the PFD amount in
comparison to the current program. Because the PFD amounts determine the 
maximum possible annuity payments which, in turn dictate the bonus amount, 
the longevity bonus program would cost more and take longer to end if 
dividends are -educed.

The link between the PFD program and the ALB program established by CSSS 55 
is forged solely to provide a formula for reducing the bonus amount--ALS 
recipients are not required to set aside their PFDs in an annuity. The 
fact that the two programs are linked adds considerable uncertainty to the 
bonus program as modified by CSSB 56. One option for ac-ompl ishing what 
CSSB 56 does--but without the uncertainties caused by the link with the PFD 
program--would be to simply replace the relevent phase-out language in the 
bill with a schedule for reducing the bonus amount.

I hope you find this information useful. If you need any additional 
information, please let me know.

Attachments

/
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TABLE 1

Amount of the Monthly Annuity Payment:; Possible from 

Investment of Permanent Fund Dividends in Annuity Accounts
i
I

No Change in the Permanent Fund'Dividend Program

Fiscal

Year

Dividend

Received

CASE A

Person turning 65 in current year

CASE 9

Annuity 

Balance at 

Interest 

Rate of

Monthly

Annuity

9.OX Payment

Monthly 

Lon levity 

Bonus 

Amount

Person Turning 65 cn 1 - 2 - S3

3alance of 

prior year's 

annui ty 

account 

on July 1

Payment

frcm

prior

year's

account

Ccmoined 

“onthly 

Annui ty 

Payment

ucn:nly 

.cngevi ty 
3cnus 

Amount

1989 $794.00 5847.60 $847.60
1990 855.00 1,836.59 S8.37 241.63 912.71 8.53 3.53 241.47
1991 914.00 2,977.58 18.13 231.87 975.70 9.37 17.91 232.29
1992 913.00 4,220.19 29.40 220.60 974.63 10.24 23.14 221.26
1993 923.00 5,585.31 41.67 208.33 985.30 10.46 23.60 211.40
1994 991.00 7,145.88 55.14 194.86 1057.39 10.33 -9 .44 200.56
1995 1,071.00 8,932.30 70.55 179.45 1143.29 11.93 61.37 133.63
1996 1,154.00 10,968.10 88.19 161.81 1231.90 13.26 . 4.64 175.36
1997 1,244.00 13,283."10 108.29 141.71 1327.97 14.71 29.35 160.65
1998 1,340.00 15,909.14 131.14 118.86 1430.45 16.35 105.69 144.j 1
1999 1,442.00 18,880.30 157.07 92.93 1539.34 18.20 123.39 125.11
2000 1,550.00 22,234.15 186.40 63.60 1654.63 20.27 144.17 ■05.23
2001 1,653.00 25,999.80 219.52 30.48 1764.58 22.61 166.77 23.23
2002 1,759.00 30,217.51 256.70 0.00 1877.73 25.07 191.34 53.16
2003 1,870.00 34,933.32 298.34 0.00 1996.23 27.77 219.61 33.39
2004 1,986.00 40,197.37 344.90 0.00 2120.06 30.75 250.37 3.00
2005 2,107.00 46,064.35 396.87 0.00 2249.22 33.97 234.34 3.00

Estimates of monthly annuity payments based on Alaska Permanent Fund Dividend Corporation projections of divicena 

oayment (February 28, 1987 Financial Statement) and an interest rate of 9 percent.

' ire expectancy values were provided by the Alaska Department of Laoor, Demographic Report No. 1, Decemoer '4:6. 

Areoarea by the House Research Agency, May 1987 (87-303A; 370330-'0).

/
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1//V 
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2uu»
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Lim.u a I IVt 

lu l At

1-.9.9
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55.6 
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60.7

63.4
65.9

ta. 0
71.4 
7 3 .6  

7 6 .1

76.5 
tl.1 
05 6 
C6.2
ea.9
91.6
54.9

11,301.1

49.3

47.7

45.5

43.3

41.1 

38.9

5 6 . 7

34.6

32.5 

3U.3

28.2 

26.1

24.1

22.1 

20.2

18.3

16.5

14.8

*570.2

*34.5

28.8

27.1 

25.4

24.0

22.3 

20.9

19.2

17.7

16.4

15.1

13.7 

12.6

11.3

10.3 

9.2

8.4

7.4

*324.3

*43.1

35.8

33.7

31.6

29.8

27.6

25.9

23.9

21.9

20.3 

18.8

17.0

15.7

14.0

12.8

11.4

10.4 

9.2

*402.9

*41.8

33.4

31.9

29.4

27.5

25.3

23.9 

21.8
19.8

18.5

16.9

15.2

14.0

12.4

11.3

10.1 
9.1 

8.0

*370.3

*44.9

42.1

38.9

34.9

30.4

25.4

19.8

13.8 

7.1

0
0
0
0
0
0

0

0

0

*257.3

*44.9

45.8

46.7

46.8

46.9

46.0 

45.5

44.1 

42.0

0.0

0.0

0.0
0.0

0.0

0.0

0.0
0.0

0.0

*408.7

*43.8

39.8

41.3

42.8

44.3

45.4

46.0

47.9

48.6

49.7

51.1

51.6

53.2

53.7

55.3 

56.2

58.4 

55.6

*889.5

*49.9

52.7 

55.2

57.1

58.5

59.6

60.1

60.4

59.8

58.1

55.9

52.6

48.2

42.6

33.2

24.4

16.5 

14.8

*859.5

In .*.1 t.y the House Research Agency, May 1987 (87-3038; 860330-10).
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Figure 1

ALASKA LONGEVITY BONUS
Comparison of Annual Cost:.
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Figure 2

ALASKA LONGEVITY BONUS
Comparison of Cumulative Costs
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Figure 3

ALASKA LONGEVITY BONUS
Comparison of Annual Costs
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ALASKA STA TE L E G ISL A T U R E 

H OUSE O F R E P R E S E N T A T IV E S  

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

V A  . O  A  CV. „

P.O. Box Y. Stale Capitol 
Juneau. A laska  99811*3100 

Mail Stop 3100 
(907) a65-399l

April 30, 1987

MEMORANDUM

TO: Representative A1 Adams

ATTN: Louann Cutler

FROM: Karen Oakley^ 0
Legislative Analyst

RE: Projected Costs of the Alaska Longevity Bonus Program Under
Proposed Modifications of House Bill 151 
Research Request 87.231 (Supplemental Information)

You asked us to prepare a table and figures comparing the annual and 
cumulative costs of the Alaska Longevity Bonus Procram and the various 
proposals to modify the program currently being considered by the legisla­
ture. The following proposals were analyzed:

1) Current P r o g r a a .  All persons 65 years of age or older receive
$250 per month fcr the remainder of their lives.

2) Governor's Proposal. House Bill 151, proposed by Governor Cowper,
would provide a bonus only to individuals who turn 65 prior to 
January 1, 1988 and who have an adjusted gross income of less than 
$25,500. The bonus amount would vary from $200 to $17 per month 
depending upon the recipient's income.

3) House Bill 151 Modification: $25,000 income limit; $250 bonus.
Persons must turn 65 years prior to January 1, 1988 to be eligible 
for the bonus. Persons with incomes of S20.000 or less would
receive a monthly bonus of S250; persons with incomes greater than 
$20,000 but less than $25,000 would receive a reduced monthly bonus 
varying between $25 and S225; and persons with incomes greater than 
$25,000 would be ineligible.

4) House Bill 151 Modification: $20,000 income limit; $250 bonus.
Persons must turn 65 years prior to January 1, 1988 to be eligible. 
Persons with incomes of $20,000 or less would receive * monthly 
bonus of $250: persons with incomes greater chan $20,000 would be 
ineligible.



5) Bonus Reduction. All persons 65 years or over woulu be eligible
to receive the bonus. The bonus amount would start at $225 per 
month in FY/88 and be reduced $25 each year until reaching zero in 
FY 97. (This proposal has also been referred to as Phase-out.)

6) Bonus Reduction with Needs. All persons 65 years or older with
incomes of $20,000 or less would receive a bonus of $225. Persons 
with incomes greater than $20,000 would receive a monthly bonus of 
$225 in FY 88; in subsequent years, the bonus amount would be re­
duced by $25 each year until the bonus amount reaches zero in FY
97. In FY 97, once the bonus amount reaches zero for all recipients 
with incomes greater than $20,000, the bonus program ends.

7) Needs Based; No Age Cutoff. All persons 65 years and over would
be eligible to receive a monthly bonus of $250 if their income is 
$20,000 or less. Persons with incomes greater than $2C,000 and less 
than $25,500 would be eligible for a reduced monthly bonus, and. 
persons with incomes greater than $25,500 would be ineligible.

8) Bonus Reduction/Annuity Prograa. Under the Committee Substitute
for Senate Bill 56 (CSSB 56), all persons 65 years of age or older
on January 1, 1988 will receive $250 per month for the remainder of
their lives. For those persons turning 65 years after January 1, 
1988, the bonus amount is reduced in each year, by the maximum
possible- straight-life annuity payment :that would be due a 
65-year-old who had invested all Permanent Fund Dividends received 
after December 1987 in an annuity account. Once a person turns 65 
years old and begins to receive the bonus, the bonus amount would 
not change. In FY 2003, the bonus amount is projected to reach 
zero, so anyone turning 65 after 2003 would not be eligible to
receive the bonus. Although this proposal is commonly referred to 
as the "annuity" program, the primary effect of CSSB 56 is to reduce 
the bonus amount gradually over the next 15 years; the Permanent 
Fund Dividend annuity program simply provides the schedule for 
reducing the bonus amount.

Attached are the following:

Table 1. Comparison of Annual and Cumulative Costs between the 
Current Longevity Bonus Program and Various Proposals.

Figure 1. Comparison of Annual Costs.

Figure 2. Comparison of Cumulative Costs.

I hope you find this information useful. If you need any additiora1 
information, please let me know.

Attachments
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IV. ALB; PUBLIC PROPOSALS AND SUGGESTIONS

Clem Tillion: "When the state received the first big oil bonanza, 
some nine hundred million.. .some of us wanted to save a portion 
of this windfall like the PF of today so the first ALB bill which
paid a bonus to our pioneer was to be funded from the earnings of
$100 million placed in a PF with the understanding that if
earnings dropped the pioneers might really receive less".

Ben Engdal; "Enact legislation changing the name of the ALB 
program to the Permanent Fund Social Security Act. Which will 
have as its objective to provide for all qualified senior
citizens of Alaska upon reaching the age of 65 the sura of $250 
.per month thereafter. The money needed to fund this program would 
be provided by a grant from the present PFD program, now 
disbursed in its entirety to all the residents of the state, in 
effect making every recipient of the dividend a contributor to 
h.is or her own retirement at age 65. A minimum 3 year residency 
should be required..to discourage elderly- out-or-state people 
from moving here...".

Jay Hammond; "Rename the LB program 'The Territorial Pioneer 
Service Award'. Any current residents, age 65 or over who upon 
demand can demonstrate that they were simply here in Alaska for a 
period of at least 6 months during territorial days - whether or 
not as an Alaska resident - would qualify. This way the major 
stumbling block of duration residency would be eliminated. 
Legislative intent would at least be partly accommodated, and the 
count down to close out on pioneer programs begun and cost 
greatly reduced. In the process the pride of all those who have 
made worthy contributions during territorial days would be duly 
sustained. Should the governor then wish to provide aid to other 
elderly based on need, fine. However, let's call it something 
entirely different".
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V. ATTACHMENTS

- Letter To Seniors

- Pioneer Benefits questions and answers regarding the ALB



Official Business

Alaska State Legislature

/

House
P.O. BOX V 

State Capitol 
Juneau, Alaska 99811

COMMITTEE ON STATE AFFAIRS

September 14, 1987

Evelyn Hamlin 
612 West 10th 
Juneau, AK 99801

Dear Evelyn:

I would like to take this opportunity to thank the 
seniors of Alaska for your cooperation and participation 
during the last legislative session and request your continued 
assistance in resolving important issues facing the State of 
Alaska. You can assist by providing your input to the 
questions below and sending your comments which I will share 
with the House State Affairs Committee.

As you already know, we are at a crossroad in the State's 
delivery of programs to all Alaska residents. Revenues, which 
for a period of time exceeded expenditures, have declined 
below the current level of State spending. As a senior 
resident of Alaska, you have closely followed those programs 
that affect you directly, and have provided valuable insights 
and suggestions on how these programs could be improved.

The above programs include: che Longevity Bonus program,
Pioneers' Homes, Older Alaskans Commission, Homeowner's
Property Tax Exemption, Renter's Equivalency Rebate, Water and 
Sewer Assessment (currently not funded), Motor Vehicle
Exemption (currently not funded), Adult Public Assistance 
Payments to che Aged, Old Age Assistance, Personal Care 
Attendants, Home Health, Public Health Nursing, Adult
Homemaker Services, and Senior Centers.
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Question: Which of the above senior programs do you believe
are the most important for the State to continue to support 
and at what financial level? What programs io you believe 
should be expanded if additional funds are available, and 
which could be reduced if we have fewer dollars to spend?

Whatever the price of oil, the State will have to reduce 
total expenditures because of the decline in production of 
Prudhoe Bay oil in the 1990's. The Legislature spent 
considerable time last session analyzing the State's financial 
situation and all program expenditures. Of particular concern 
are programs that are rapidly expanding in cost, like the 
Longevity Bonus. (Please see the enclosed summary.) For 
example, many alternative proposals were offered regarding the 
Longevity Bonus program, not only by legislators, but by 
seniors and senior organizations, yet no one could agree on 
what approach would be best.

Question: If the current Longevity Bonus program must be
changed to reduce the cost of the program, how could it be 
structured to best meet the needs of Alaska's seniors?

As noted above, the Longevity Bonus issue was not 
resolved during the last legislative session. The Governor’s 
"needs based" approach, the Senate's annuity option, and 
various other alternatives have been returned to the House 
State Affairs Committee for additional work. The House State 
Affairs Committee will be holding a work session in Fairbanks 
on November 16 and Anchorage on November 17 to discuss these 
proposals. Public testimony will be received at these 
hearings. Your written comments and suggestions would be 
appreciated and may be sent to House State Affairs, P.O. Box 
V, Juneau, AK 99811.

The contribution of seniors to our state is very 
important--not just for what you have contributed in the past*, 
but for what you can help with now. It cannot be stressed 
enough that seniors who live in Alaska contribute greatly to 
the Alaska economy and provide a wealth of knowledge and 
experience. Please share some of this knowledge and 
experience by writing to me with your thoughts and 
sugges tions.

Sincerely,

Fran L’Lmer, Chair
:-.cu.*;e Sente Aftairs Committee

IncLosure
File: Longevity .onus
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Pioneers’ Benefits answers bonus questions
I U J

K d ito r ’t  nr.tr: S ta r ty  17.000 
•tidrr A la rcon s  nour receive  
.{/ a ria 's  L on gev ity  Bonus o f  
i250 a m on th !O ffic ia ls  fo r  th e  
p rog ra m  ta y  th e y  answ er 
-nany o f  the fo llow in g  ques• 
im o s  every  day. B oth  quet- 
! : o n t  a n d  a n s w e rs  w ere  
prepared by s ta ff  o f  the  D io ­
's n o n  o f  Pioneers ’ Benefits.

O. W h it Is the Longrrlty  
Bonus?
A . I t  is  a  m onthly psym ent 
provided by the state to qual­
ified  people aa an incentive 
to rem ain  in  A laska.

O. W ho can receive the 
bonus?
A . A laska  residents who 
have reached age 65 and 
have  lived  in  A laska  fo r at 
least on e  year im m ediately 
preceding application.

Q. H ow  much It lha bonus 
and how  It II paid?
A . 5250 a  month. I t  is  paid 
b y  check, mailed to  your 
.Alaska addreas. I t  cannot be 
m ailed  to a bank o r  to an 
addreas outside o f  A laska.

O . Do I have to be retired to 
receive the bonus?
A . S o .  Retirement is not a 
requirement.

O . D o  orWy needy people 
receive the bonui?
A . No. T h e  bonus is not pa 
based on  need and is  not 
considered a  form , type or 
m an n er o f  public relief.

O . Will tho bonus a ffect my 
right to other benefits?

I t  may. You must report it 
w hen  you  app ly fo r  other 
benefit i because m an y  agen­
cies include the bonus as 
p a rt o f  you r incom e when 
th ey  figu re  your entitlem ent 
to  o ther bene6 La 

O. Do I hsve to pay taxes on 
the bonus?
A . T h e  federal governm ent 
consider* the bonus as 
incom e for tax purposes, so it 
m ust be reported. You  should 
•iak you r uearest In ternal 
R evenue o ffice  to answer 
you r tax questions.

O. W ill I continue to gat the 
bonus If I move Into the

A  Yes. unless you are in  the 
nursing w ing.

Q. If I am In a nursing home, 
w ill I  rscelve the bonus?
A . N o . In  1985 the Leg is la ­
ture passed a law  that pro­
h ib it*  persons in nursing 
hom es from  receiving the 
bonus.

Q. Can I apply belore I sm 
•iia iM e?
A . N o . You should app ly  ths 
m on th  you become 65 o r the 
m onth  you complete your 12 
m onths ms a resident o f  
\ lu tka.

O H ow  csn  I pro*s my age?
.* W ith  your application >uu 
nouid »rnd  (he bonus pro- 
•r.nn .in orig ina l or a nue 
• o y  o f  vour t’ icfh n-rtilirnte. 

t -u w d  birth c rrtiiira le ,
• nool r iT o n K  I ' S r rn -u i
• ••irns. I ' S  >*»»u| Srcuntv 
- to ru s  Itifilr  ttr t.im ily  
- • • M i i ‘ 'in n  rm trrM  i iiu• mration r*»»inu mwit.irv

• r is • r ; : . . •„
( -ir I •• f
n - e  crogrsm  ••.. -rv ».• 
• v e s t  tn rr v iu  n . iv  

•••vr %owr j fce

J h o w  co I pro*# I h u t  . *eo 
■n A tasts  n #  reouirro i—»e »

to  tell when your Alaska 
residence began and to list 
your home addressee nir.ee 
your A laska residence began. 

Q . I was out of Alaska during 
the last year. Do I qualify to 
recehre the bonus?
A. On your application you 
must tell the program  about 
any abaencee daring the one- 
year penod which were over 
30 day*. I f  you were out o f  
the s la ts  over 90 days, you 
must vemain in the state 12 
months from  your return 
da le  in  order to qualify.

Q. I lived In Alaska continu­
ously for 25 years and then 
moved away. Can I return to 
Alaska and claim the bonus?
A . Yes, i f  you can show you 
returned to take up perman­
ent residence in  A laska 
again  and have abandoned 
your lega l home elsewhere 
and have completed your 
one-year residence require­
ment.

Q. A fter I apply, when will I 
receive my first psyment?
A . The first o f  the month 
a fter you prove you have 
completed all requirements.

Q. I was allglbla three months a 
•go , but I lust sent In my J 
application. Will I receive bsckj 
payment!?
A . No back payments are 
made for tim e before an 
application is received by the 
bonus office.

O. Are the checks sant auto­
matically, o r  do I havo to 
reapply sach month?
A . You must personally 
reapply e(.ch month. A tt­
ached to each check is a 
reapplication stub which you 
must s ign  yourself and mail 
back to the bonus office in 
order to receive your next 
m onth's check. I f  the stub 
does not reach the bonus 
o ffice  by the 15th o f the 
month, your next check w ill 
not ba printed.

O. Can someona sis* sign my 
stubs?
A  No. you must sign them 
yourself. A  power o f  attorney 
cannot ba used. Ths only 
parson who can sign your | 
stabs fo r  you is your guard­
ian  or a conservator who has 
been appointed by Lha court.
I f  you can 't w rite your name, 
you m ay mark on X i f  ths 
stub is also signed by two 
people not related to you who 
watched you make your 
mark.

O. If I loss or destroy my 
stub, what can I do?
A  T e ll ths bonua olflcs •• 
soon as you can. Your next 
paym ent can be approved 
w ithout your atub i f  you are 
in A laska. You m ay o t l l  the 
nearest governor * o ilie r  or 
nentor center to help >*»u 
contact the bonus o I live.

Q, I im  i  lub ilitsn cs  liihrr- 
msn. How csn I reapply *• t 
jm  sway from horns for (wo 
or Ihre# months at a lim t?
\ I f  v «u  do nut leave 
M.imm.i. vou Mhnuld let mi* 

nos • lit "*  Ml.tW vou •»'' 
iv inu  rrnnie ih i * v  f t  tm n 

■ fu ro ie  v--or t- ivm riti- ••••I 
- 1 . 1  thi-m |.i --«u wnen 
•i irw-m »n«»w vou ore noiile

run.

< (> *y ca n m ..i « h , fh (e k t o  

you —htn  you  u r*h o m « 
W i n  or m a il i t  t0 you 

Jour tem porary loeaoon.

1 *m »*e"*in9 if,, ̂  
"ow . and I h . „ .  ,0 u S ?

H° "  '° " Q  can I bo 
Bon , without lo iln o  .  
P »rm »n t?
A -V ou  can  be c o n ,  Up to 3 n 
days w ithout iu , in .  .  
P -ym m L

p-ŵ t. WH, 
d sy t?  *m 9 0 n , o « r M

A-Vou w.ll mm on,

*eOday.: two pnyo^ “  
from 61 to 90 day,.
O. Who do I no tify  whw, i 

lha s ls fa?
- v  H yo u  p lan  t0  b , „

r & b s R s
JOU rrturn the 

notified o f  th e

oro ttoft T d r<' ,D ratd- I f y o T  
"U ffo n e  l « .  th an  SO d a y ,
your Pa>‘W ?nta w ill  s ia n  * 
aKotn a fter you  le t  ik *  p.— 

« « " >  "n ow

O. How csn  I prore my depar­
ture snd return d itss?
A  I f  you have airline o r 
ferry tickets, you can send s 
copy to the bonus oitice . I f  
you drove out o i ik e  state, 
the U.S./ Canadian bordrr 
w ill su m p  a piece o f paper 
with the dates that you cross 
the border.

O. What I I I  am gone to r  
medical resons?
A  N o  paym ent is m ade lo  
anyone who is gone rrom 
A lisk a  fo r  over JO days for 
any reason.

0 . W hit If I am gone toe mors 
man SO days?
A  I f  you are absent from  
A laska for over daya in a 
12 month penod. >ou o u s t  
wait for one  year x : :* f  you 
return before you con app ly  
to  receive the bonus aga in .

O. What I I I  was out o f A lm s* 
lor over SO days toe reasons 
over which I had no control? 
A  You should writ* to the 
bonus o ffice  ana tell w h y  you 
were gone so long, and they 
w ill ask you to show p roo f 
mat your absence was 
beyond your con trr .T h e

coratn iwwncr c f l k D *  
s e c t  o f  Adm isdstntkm  
then d ea d *  i f  lbs w i y  
*  eiQng period cxa t o  &

O. For madfcsl w m w I  to 9001 CdtyslrMft 
for ctom otherapy. W  9  
a reason “beyond m f  
co n tro rr
A  N o. I f  lha medical tre 
m eat you a re  n t B t a g  s 
ava ilab le  in  Alaska, th e  
youi  absence is  dc* “ hey 
your controL"

Q. If I m ove Outride, rrm 
receive the bonus?
A  N o . I f  you rten re  a  er 
for the month o/ler yam I  
von moss return it to the 
bonus office.

Q. I Irve tn an toeiattd n  
where chare ta no regviar. 
service. How  cws I recaW* 
cnecko.
A  W rite  the bocree aS oe  
ask i f  y oe  qaah/y fee reto
service.
U  you  have  o d u r  q n n z  
con tact M ary  Jo Jeans. £  
:o r  o f  th e  Dx Liston o f  heme 
3 e n e f t ts .  D e p a r tm e n t  
A dm in  istraxsofi. P.O. B a r  
Juneau. A X  59311. trwpA 
*>-4-100.

D Wh#l tl I qo  to *•••! 
motne* io «n  #no won i oe ,
. . . p  aw "MM • * W r I  '  I •



Official Business

Alaska State Legislature
House

P.O. box v 
State Capitol 

Junaau, Alaska 99811

COMMITTEE ON STATE AFFAIRS 

HOUSE COMMITTEE SUBSTITUTE FOR SENATE BILL 56 (SA)

FILE CONTENTS

1. MEMORANDUM FROM REPRESENTATIVE ULMER TO HOUSE STATE
AFFAIRS COMMITTEE, DATED JANUARY 22, 1988

2 HCS CS CS SB 56 (2ND SA) (WORK DRAFT) : AN ACT AMENDING
AND MAKING EFFECTIVE AN ANNUITY PROGRAM AND AMENDMENTS 
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'

Alaska State Legislature
House

Official Business

COMMITTEE ON STATE AFFAIRS

Pouch V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M

TO: House Members _ j
A, r

FROM: Representative Franf\ip)lmer, Chair
House State Affair^l

DATE: April 26, 1988 V

RE: HCS CSSB 5 6 (FIN)

The legislature has spent considerable time analyzing the the 
Longevity Bonus program, the state's financial situation, and the 
current and future ne?ds of our seniors. The legislation before 
you, HCS CSSB 5 6 (FIN), is the product of this intensive effort.

How HCS CSSB 56 fFIN) Affects Seniors

- Seniors who are currently receiving the Longevity Bonus and 
those turning 65 on or before 1/1/89 will continue to 
receive $250 e a r h  .inth until they die.

- Those tu^nx. c, _fter 1/1/89 who choose to put all or part 
of their Permanent Fund Dividend or cash into an annuity 
account, will receive an amount based on the income earned 
from their annuity account and a declining Bonus.

- Those turning 65 after 1/1/89 who do not choose to put their 
Permanent Fund Dividends or cash int. an annuity account 
would receive a declining Bonus.

All seniors who receive the Bonus, whether it is $250 or the 
declining Bonus, must be residents of Alaska, 65 years or older, 
and comply with the regulations regarding allowable absences from 
the state.
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How HCS CSSBfFINl Helps Alaskans

- Meets the needs of our present seniors who have come to rely 
on the Bonus;

- Sets in place a plan for seniors who have not turned 65;

- Offers a long term savings plan for all Alaskans; and

- Provides a fiscally responsible alternative to the current 
Longevity Bonus program.

How HCS CSSB 56fFIN) D ‘ffers From CSSB 56

- Adds language which may result in tax free contributions to 
an annuity account.

Under the House version, if an individual makes an emergency 
withdrawal from their annuity account, they can pay it back 
with interest. However, that person cannot make a 
subsequent contribution to their annuity account for two 
years after that withdrawal. The two year requirement is 
designed to avoid the problem of "constructive receipts" - 
the ability to exert control over retirement funds. 
Removing control over retirement funds may allow for 
contributions to be tax free.

- Includes modifications to simplify administration of the 
program.

Once a person turns 65, the balance of their account is 
transferred from one account (Annuity Investment Fund) to 
the Annuity Reserve Account within the Fund. This money is 
used to make annuity payments.

The above system removes the necessity for the annual 
estimation of how many members will choose to retire and 
what amounu should be appropriated. It also removes the the 
need for supplemental appropriations when an insufficient 
amount is appropriated. Finally, it allows for the 
continued investment of annuity account funds once they are 
transferred to the Annuity Reserve Account.

This allows for a beneficiary to receive a lump sum payment 
of all Dividends or cash credited to an individuals account. 
If there is no beneficiary, a lump sum ’ s paid to the 
survivors.
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Includes a schedule for declining Bonus payments.

Under the Senate plan (the House bill without Section 9) , 
the Bonus amount would be free to vary up and down because 
the Bonus calculation is tied to how well the annuity 
performs. This results in uncertainty as to when the Bonus 
would phase out. In addition, any change in the calculation 
of the Dividend which reduced the amount of future Dividends 
could act to increase the costs of the Longevity Bonus 
program beyond that intended by the Senate. If changes are 
adopted (e.g. 40/30/30), the General Fund costs for this 
program will increase.

Under HCS CSSB 56(FIN), the Bonus amount for each fiscal 
year is set forth in Section 9. These Bonus amounts are 
based on the required calculations in Section 8 and reflect 
the Senate's intent. Section 9 assures more predictability 
of the state's expenses, reduces uncertainty as to w h e n  the 
program will phase out, and provides greater certainty for 
the seniors who do not participate in the optional annuity 
program as to what t hey will receive each year.
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EXAMPLES OF MONTHLY ANNUITY AND BONUS PAYMENTS
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Seniors Who Are 65 or Turn 65 by 1/1/89

If you are 65 now or turn 65 by 1/1/89, you will receive $250 per 
month until you die. You will also receive the Permanent Fund 
Dividend.

Seniors Who Turn 65 On 1/2/89

If you turn 65 on 1/2/89, selected the annuity, deposited 100% of 
one Dividend into an annuity account in FY 90, and continued to 
deposit 100% of all Dividends each year thereafter, you could 
receive the following payments:

Fiscal Year Bonus + Annuity = Monthly

1991 $240.32 + $009.68 = $250

1995 197.65 + 52.35 = 250

2000 $117.90 + 132.10 = 250

2005 0 + 260.07 = 260

Individuals Who Turn 65 in FY 1995

If you turn 65 in FY 95, deposit 100% of one full Dividend into 
an annuity account in FY 90, and continue to deposit 100% of all 
Dividends each year thereafter, you could receive the following 
payments:

Fiscal Year Age Bonus + Annuity = Monthly

1991 61
1992 62
1993 63
1994 64

* 1995 65 $197.65 + 57.13 = $254
2000 70 117.90 + 163.13 = 281

2005 75 0 + 351.64 = 351

The first Permanent Fund Dividend (or cash) that could be 
contributed to an annuity account would be in October of 1980 
(FY 90).
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If you turn 65 in FY 1995, deposit 100% of one Dividend into an 
annuity account in FY 90, and continue to deposit 100% of all 
Dividends into the annuity up to the age of 65 but not 
thereafter, you could receive the following:

Fiscal Year Bonus + Annuity = Monthly

: '9i

* 1995 $197.65 + 57.13 = $254
1996 184.51 + 57.13 = 241

2000 117.90 + 57.13 = 175

2005 0 + 57.13 57

Individuals Who Turn 65 in FY 2005

If you turn 65 in FY 2005, deposit 100% of all dividends since 
FY 90 up to the age of 65 but not thereafter, you c^uld receive:

F iscal Year Monthly Annuity

2005 351.64
2006 351.64
2007 351.64
Etc. 351.64

Individuals Who Turn 65 After 1/1/89 and Do Not Select the 
Annuity

If you turn 65 in FY 95, do not make any contributions to an 
annuity account, you will receive the following:

Fiscal Year Monthly Bonus

1995 $197.65
1996 184.51
1997 170.11
1998 154.31
1999 136.95
2000 117.90
2001 96.95
2002 73.89
2003 48.51
2304 20.58
2005 0
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PROJECTED COSTS
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Projected General Fund Costs

1 2 3
Current HCS Senate Version

FY Proaram CSSB 5 6 (FIN) PFD Modified 40/30/30

1989 52.9 52.9 52.6
1990 54.2 54.2 57.2
1991 54.9 54.6 59.8
1992 55.7 54.9 61.9
1993 56.6 55.0 63.8
1994 57.8 55.0 65.0
1995 59.1 54.6 66.2
1996 60.6 54.0 66.6
1997 62.3 52.9 66.0
1998 64.2 51.3 65.0
1999 66.4 49.0 62.8
2000 68.9 46.0 59.5
2001 71.7 42.1 54.8
2002 74.9 36.9 48.8
2003 78.4 30.4 41.2
2004 82.3 22.2 31.9
2005 86.6 14.8 20.6

Cum $1107.5 $780.8 $943.7

1,2
Source: Dept, of Administration, Fiscal Note dated 3/9/88

These projected costs would be similar to the Senate version 
(HCS CSSB 56-FIN without Section 9); the costs to the state, 
however, could be greater than those shown if the projected 
Dividend amounts are less than what is expected in current 
law.

Senate Version (without Section 9) 
Source: House Research, Request 88.147
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Official Business

Alaska State Legislature
House

P.O. BOX V 
State Capitol 

Juneau, Alaska 99811

COMMITTEE ON STATE AFFAIRS 

March 30, 1988

Ella Benson 
Route 1, Box 393 
Ketchikan, AK 99901

Dear Ella:

Thank you for your return note on SB 56, the proposed 
annuity program. Since you are 77 years old, you are one of the 
people who will continue receiving the $250 Longevity Bonus 
payment each month and you will be able to keep your annual 
Permanent Fund dividend also.

I agree that it was unfortunate when the Longevity Bonus 
program was forced to include all senior residents, regardless of 
length of residency; however, that is the law of the land as 
interpreted by the courts and now we must live within it.

Let me assure you that under the bill passed from the House 
State Affairs Committee you will continue to receive both the 
$250 per month Longevity Bonus and the annual Permanent Fund 
dividend. Thank you again for writing.

Sincerely,

Fran Ulmer, Chair



Official Business

Alaska State Legislature
House

COMMITTEE ON STATE AFFAIRS 
March 18, 1988

P.O. BOX V 
State Capitol 

Juneau, Alaska 99811

Ella Benson 
Route 1, Box 393 
Ketchikan/] AK , 99901

Dear

ie House State Affairs Committee recently passed out a new 
committee substitute for SB 56, the "annuity proposal", which makes 
several changes to the current Longevity Bonus program. I would like to 
take a few minutes and describe those proposed changes.

The committee substitute (2d HCS CSSB 56-SA) accomplishes the 
following:

- Seniors who are currently receiving the bonus and those turning 65 
on or before 1/1/89 will receive $250 each month. You will 
continue to receive your Permanent Fund Dividend too.

- If you turn 65 on or after 1/2/89, you can choose to put all or 
part (25%, 50%, or 75%) of your Permanent Fund Dividend or cash in 
an annuity account. When you turn 65, you can receive a retirement 
check each month based on the interest earnings in your annuity 
account and a declining longevity bonus. Please note that the 
bonus paid by the state phases out in about 15 years.

- If you turn 65 on or after 1/2/89 and do not choose to put your 
Permanent Fund dividend or cash into the annuity program, you would 
receive a declining bonus providing you turned 65 during the period 
the bonus was available before it phased out.

- Under the State Affairs Committee Substitute, each Permanent Fund 
Dividend you deposit into your annuity account would be protected 
from federal taxation.

I hope this brief explanation is helpful to you in understanding 
the proposed changes in the Longevity Bonus program. Please let me 
know if I can provide additional information or explain the proposed 
changes further. Please note that the State Affairs Committee 
Substitute is currently in the House Finance Committee which is chaired 
by Representative A1 Adams.

Sincerely,

Frhn Ulmer,
Representative

✓77
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Joim Comniiiicc R e p r e s e n t a t iv e  F r a n  U l m e r

March 22, 1988

on Economic Rerowiv

Dear Senior;

The House State Affairs Committee recently passed out a new 
committee substitute for SB 56, the "annuity proposal", which makes 
several changes to the current Longevity Bonus program. I would like 
to take a few minutes and describe those proposed changes.

The committee substitute (2d HCS CSSB 56-SA) accomplishes the 
following;

- Seniors who are currently receiving the bonus and those turning 
65 on or before 1/1/89 will receive $250 each month. You will 
continue to receive your Permanent Fund Dividend too.

- If you turn 65 on or after 1/2/89, you can choose to put all or 
part (25%, 50%, or 75%) of your Permanent Fund Dividend or cash 
in an annuity account. When you turn 65, you can receive a 
retirement check each month based on the interest earnings in 
your annuity account and a declining longevity bonus. Please 
note that the bonus paid by the state phases out in about 15 
years.

- If you turn 65 on or after 1/2/89 and do not choose to put your 
Permanent Fund dividend or cash into the annuity program, you 
would receive a declining bonus providing you turned 65 during 
the period the bonus was available before it phased out.

- Under the State Affairs Committee Substitute, each Permanent Fund 
Dividend you deposit into your annuity account would be protected 
from federal taxation.

I hope this brief explanation is helpful to you in understanding 
the proposed changes in the Longevity Bonus program. Please let me 
know if I can provide additional information or explain the proposed 
changes further. Please note that the State Affairs Committee 
Substitute is currently in the House Finance Committee which is 
chaired by Representative Al Adams.

Sincerely,

Fran Ulmer, 
Representative

District 4B — Juneau



TO: Division of Pioneers' Benefits
Longevity Borns Program 
P. 0. BOX CL
Juneau, Alaska 09811-021?.

I, Fran Ulmer, Alaska S t a t e  Representative, hereby request 
a list, with names and addresses, of Longevity Bonus 
recipients in House District 4.

I am aware that privacy considerations impose restrictions 
on the use of the names and addresses provided. I agree 
not to allow this information, to be used for nny our no so 
other than to disseminate information regarding govern­
mental programs and. pending legislation which is of 
interest to Longevity Bonus recipients? vj.il 1 allow no 
copies to be made; and will return the original list to 
the Longevity Bonus Program following the use for which 
the reauest is made.

WS.xqnature:
Fran Ulmer Date

List received by; 

\ j  i-i <• j •' J  {_ 
Printed- name

\
Date

Expected, date of return of list 3/ i  / /  i Y

SKB/ms
E/0315/4



TO* Division of Pioneers' Benefits 
Longevi ty R o m m  Program 
P. 6 . Box CL
Juneau, Alaska 99811-0?I1

T , F r a n  U l « c r ,  A J L a rk a  S  r . i*T > r« r» e n ta fc iv e , h e r e b y  r«<ju-..ct
l a b e l s ,  v i t h  n*:.v.5 ur.r! a d d r e s s e r . ,  o f  L o n g e - v i t v  ;k;ru~ recipiep.t*' 
in H o u s e  D i s t r i c t  A.

I an *:>'?.*, orivaov consider itions irepos** restrictions (
tF.r- use of thu names and addressee provided. I a grot? no*- t • 
eilow thi•' inforfBatiors to be y-*«d for any purport other than to 
dir?-'“.inare i ~  foro.? t i on regarding qov-r̂ rr.-•••!;':v 1 programs’ 
n e s u H n g  3 - ;ct3 ♦‘ l o t i o n  v h i e h  i n  i n t e r ? . . ? !  t o  L o n g e v i t y  H a rm s  
r' c iyic- *•?; d will a l l o w  no copies to fee- ;'n».ie.

A r.taSestet o * r  the c o r t ?.<! the 1.r b c  1 & Is: br-l'-v.

DAT:

Sirnature f5.;: t-

i *C M ; 1 S , 05/** ch
P  e  .* ♦ < i  i  v  t - r j  1 »v
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5-0363N

Original sponsors: Kerttula, Halford,
Fischer and Uehling

i

IN THE SENATE BY THE STATE AFFAIRS COMMITTEE

2d HOUSE CS FOR CS FOR SENATE BILL NO. 56 (State Affairs)
i

IN THE LEGISLATURE OF THE STATE OF ALASKA
I

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act amending and making effective an annuity

program and amendments to the longevity bonus program 

and the permanent fund dividend program provided for
i

in secs. 2 - 18, ch. 99, SLA 1985; and providing for j  
an effective date."

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

* Section 1. AS 43.23.110(a) is amended to read:
(a) The annuity investment fund is established as a separate 

fund in the state treasury. The annuity investment fund consists of 

money transferred from the dividend fund, cash contributions under ; 

AS 43.23.125, and income earned by the annuity investment fund. 1 

Notwithstanding AS 37.13.145, an amount equal to the permanent fund I 
dividends taken as annuity credits under this chapter shall be annual- j 

ly transferred from the dividend fund to the annuity investment fund.

* Sec. 2. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.125. CASH CONTRIBUTIONS. An individual who is eligi­
ble to receive the permanent fund dividend as an annuity credit under 1

I
AS 43.23.005(d) but does not elect to do so or who elects to receive 
only a portion of the permanent fund dividend as an annuity credit may j 
make a cash contribution to that individual's annuity account. T h e ’ 

total amount credited and contributed to an annuity account in a year 

may not exceed the amount of the permanent fund dividend for that 
year.

*  Sec. 3. AS 43.23.130(a) is amended to read:
-1- 2d HCS CSSB 56 (SA)

j



(a) An individual with one or more annuity credits or cash 

contributions under AS 43.23.125 may receive an annuity upon reaching 
the age of 65.

* Sec. 4. AS 43.23.130(e) is amended to read:

(e) If a person elects to credit a permanent fund dividend or 
make a cash contribution to an annuity account in a particular year, | 

that person may make an irrevocable choice regarding death benefits j 

with respect to that credit or contribution. If a person dies before I 

age 65 and that person has selected death benefits in at least one 

year, a lump sum payment shall, subject to appropriation, be paid to 

the surviving spouse by right of survivorship unless a different 

beneficiary was designated. When no spouse survives and no benefi- j 

ciary is designated, the lump sum shall be paid to the decedent's I
I

estate. The lump sum payment includes all dividends credited to j 

the person's annuity account in years in which death benefits were iI
selected and interest on those dividends. Dividends credited and cash 
contributed to a person's annuity account in years for which death 

benefits were not selected and interest on those dividends and con- | 

tributions shall, if the person dies before age 65, be distributed 

in accordance with AS 13.06 - AS 13.36 (Uniform Probate Code) and 

AS 13.43 (Uniform Simultaneous Death Act) [EQUITABLY AMONG THE ANNUI- 

TY ACCOUNTS OF ALL INDIVIDUALS FOR WHICH DEATH BENEFITS WERE NOT 
SELECTED].

*  Sec. 5. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.135. EMERGENCY WITHDRAWALS. An individual may make a 

withdrawal from that individual's annuity account before reaching the I 
age of 65 if the individual establishes to the satisfaction of the j 
commissioner that the withdrawal is necessary to meet an unforeseeable i 
emergency. The amount withdrawn may not exceed the total amount in 

2d HCS CSSB 56 (SA) -2-



the individual's annuity account or the amount actually necessary to 

meet the emergency, whichever is less. The commissioner shall define 

the term "unforeseeable emergency" by regulation. An individual may 

only make one withdrawal under this section and may pay it back x̂ ith 

interest under terms established by the commissioner. An individual 

who has made a withdrawal under t M 0 section may not elect to credit a 

dividend or make a cash contribution to an annuity account for two 

years after the withdrawal.

Sec. 6. AS 47.45.015(a) is amended to read:

(a) Except as provided in (b) and (c) of this section, the 

monthly longevity bonus is equal to $250, minus the maximum possible 

straight life annuity [FOR A PERSON 65 YEARS OF AGE] under the annuity

program (AS 43.23.110 - 43.23.130), as determined by the commissioner

of administration. The maximum possible straight life annuity equals 

the amount a person would receive if that person became 65 on Janu-
ar^ 2, 1989, and contributed 100 percent of all permanent fund divi-
dends or the cash equivalency to the annuity program for every year

after December 31, 1988. However, for purposes of this section the

maximum possible straight life annuity may not exceed the amount that
a person turning 65 in the current year would receive if that person
had contributed 100 percent of all permanent fund dividends or the
cash equivalency to the annuity program for every year after Decern-
ber 31, 1988.

Sec. 7. AS 47.45.015 is amended by adding a new subsection to read:

(c) Notwithstanding (a) of this section, the monthly longevity 
bonus in a fiscal year for a person who is 65 years of age after 
January 1, 1989, may not exceed

(1) $240.32 in fiscal year 1991;
(2) $230.54 in fiscal year 1992;

-3- 2d HCS CSSB 56 (SA)



(3) $220.59 in fiscal year 1993;
(A) $209.6A in fiscal year 199A;

(5) $197.65 in fiscal year 1995;
(6) $ 18 A . 51 in fiscal year 1996;

(7) $170. 11 in fiscal year 1997;

(8) $ 15A.31 in fiscal year 1998;

(9) $136.95 in fiscal year 1999;
(10) $117.90 in fiscal year 2000;

(11) $96.95 in fiscal year 2001 ;

(12) $73.89 in fiscal year 2002;

(13) $A8.51 in fiscal year 2003;

(14) $20.58 in fiscal year 200A; and

(15) $00.00 after fiscal year 200A.

*  Sec. 8. Section 1, ch. 99, SLA 1985, is repealed.

* Sec. 9. Chapter 99, SLA 1985, and secs. 1 - 6 of this Act apply only 

to permanent fund dividends for years beginning after December 31, 1988.

Notwithstanding the amendments to AS A3.23 made by ch. 99, SLA 1985, and

this Act, permanent fund dividends for 1988 and prior years shall be made
under the law as it existed before the effective date of this Act.

* Sec. 10. This Act takes effect immediately under AS 01.10.070(c).

2d HCS CSSB 56 (SA) -A-
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The following is a conservative estimate of the costs of the 
draft proposal related to House CS for CS for Senate Bill No. 56 
(2d State Affairs). Because of the relatively short time 
involved a thorough analysis has not oeen accomplished and the 
figures are based on a number of assumptions which could be
further refined within a few days.

For example the Department of Lapor figures for projected census 
in the age category m  question are in the process of being
refined. Their recent experiencei as well as ours, indicates 
that the 1984 figures contained in the ALASKA POPULATION 
PROJECTIONS may well be too high.

The number of' people moving into Alaska in the 65 to 70 age group
has been assumed to equal the number moving out of Alaska. This
may not be entirely accurate, but in any event the effect would
probably equal less than 1.5J. for that age group. Again, a bit
more time would allow for refinement.

The mortality factors were developed using the age distribution
of existing eligible beneficiaries as taken from the January,
1988 Longevity Bonus program. The 1984 UNISEX PENSION MORTALITY 
TABLE supplied by the Division of Retirement and Benefits was 
used to determine projected attrition in that population group. 
This table may not be totally reflective of the general 
population in Alaska.

The figures given do not include operating costs for the
Longevity Bonus Program. The Division of Pioneers Benefits 
currently budgets about 5325,000 per year for administration of 
this program. It is anticipated that this cost would hold
constant for at least the first few years. An actual fiscal
note will also include some stari-up costs for the change, 
primarily due to the need to develop a better data system in 
oraer to keep tract: of the varia&le payment rates. This will pe 
absolutely necessary if tne administrative overhead is to be held 
c o n s t a n t .
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The following table is an estimate of the amount of grant 
pavments if the basic S250 Longevity Bonus payment were to be 
fractionally reduced. The table is based on the same assumptions 
as the above projections. The chart reflects a number of 
different decrement scenarios in increments of S10.

A base decrement was not contemplated :n the draft material. 
This table is for informational purposes only.
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ST A T E  O F  ALASKA 
1 9 8 8  L E G IS L A T IV E  SE SSIO N

B IL L  V ER S IO N  : USSR Wn. 66 

PU BL ISH  D A T E  : _______________

R E Q U E S T :
~ ‘ FISCAL NOTE

Revision Date: _  
T itle : Rg.lating to the-Alaska-
 Langpv.ity Bonus Program-------
Sponsor: ___________________________________
Requestor:__________________________________

Agency Affected: 
B R U : _________

Health & Social S e rv ic es 
Assistance Payments BRU

Components • AAA AI.B H o ld  H arm le ss

E X P E N D IT U R E S / R E V E N U E S :  (Thousands of Dollars)

O PERAT ING FY  88 FY  89 FY 90 FY  91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

- 0 - - 0 - - 0 - - 0 - • # - - 0 -

- 0 - - 0 - - 0 - -()- ■ - -T T --  - -0 -

-0- - 0 - - 0 - - 0 - - I T '
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...... Q ....... n 0

TO TAL  OPERAT ING
“ 'J~r -U J

f /11 1) .  LncL.fi' J U 7 £ ) ( ? 1 7 .?)

C A P IT A L - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

REVEN U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D IN G : (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

......_-H- (4 1 .1 ) ( 9 9 . 6 ) (1 7 7 .6 ) (2 7 7 .2 )
_n_ -n - -n - _0- - 0 - - 0 -

0- -0 , .  - ... - n - - n - -n -
1 c.\ fi.77 k i / 977 9 )

P O S IT IO N S :

FULL-TIME
PART-TIME
TEMPORARY
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A N A L Y S IS  : (Attach a separate page if necessary)

CSSB No. 56 contirfUes the hold harmless program, but no hold harmless provision for the 
annuity payments. V a s /ALB payments decrease.-,then the amount of ALB hold harmless for SS 
replacement also dddrfeases. Thf d i qu i n -A LBHH for SSI replacement is a net savings to the

r d  C_ Of ---
nhn R. Taher .  D irector___________________

D iv ision : _________d iv is ion  o f  Public  Assistance

State. 
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CSSB 56 
Fiscal Note
PAGE 2 * • ‘ *

Division of Public Assistance 
Assistance Payments BRU

Old Age Assistance - Alaska Longevity Bonus Hold Harmless (OAA-ALBHH)

1. The Governor's FY89 budget presumes continuation of the current Longevity Bonus 
program and the need for a Hold Harmless program. CSSB No. 56 continues the Hold 
Harmless program, but no Hold Harmless provision for annuity payments.

2. We assume the first annuity payments will be made in July, 1989, but that no Old Age 
Assistance applicants or recipients will elect to participate.

3. We assume that the Annuity and Bonus payments will be as follows:

Bonus Annuity

FY88 $250 0
FY89 $250 0
FY90 $242 $ 7.74
FY91 $233 $16.71
FY92 $223 $26.76
FY93 $212 $37.75

4. Costs assume average age of new applicants for Old Age Assistance will be 65.

CSSB No. 56 provides for a redesign of the ALB to include an annuity and assumes 
continuation of a full hold harmless for the Bonus. The impact of this proposed change is 
two-fold: as the ALB payments decrease then the amount of ALB Hold Harmless for SSI
replacement also decreases. The drop in ALBHH for SSI replacement is a net savings to the 
State. As the Bonus payment decreases the amount of ALB Hold Harmless for OAA replacement 
decreases and shifts back to OAA. The amount of this decrease is a dollar for dollar shift 
back to Old Age Assistance in the Adult Public Assistance (APA) component.

FY89 FY90 FY91 FY92 FY93

Estimated number of Aged 
recipients receiving ALB 
Hold Harmless that replaces 
SSI income in amount $212-250

368 428 488 543 608

Reduction in monthly Bonus ($8 ) (S17) ($27) ($38)

Average monthly State 
savings for SSI replacement 
(clients x Bonus reduction)

Fiscal year ALB Hold Harmless 
savings (Monthly x 12 months)

(3424) (8296) (14796) (23104)

(41088) (99552) (177552) (277248)



R E Q U E S T :

ST A T E  O F  A LA SK A  1 9 8 7  L E G IS L A T IV E  SESSIO N  

FISC A L  N O T E

Cfi SB 56 (JUD)
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Official Business

- ; . - : •  —> f  - ■ • • ■

Alaska State Legislature
House

P.O. BOX V 
State Capitol 

Juneau, Alaska 99811

COMMITTEE ON STATE AFFAIRS

February 26, 1988

Mrs. Judith Ann Martin 
Director
Seward Seniors, Inc.
P.O. Box 1195 
Seward, AK 99664

Dear Mrs, Martin:

Thank you for your letter and clarification on SB 56. I am 
committed to trying to get a resolution of this matter prior to 
the end of session.

Sincerely,

Frah Ulmer, Chair 
House State Affairs Committee



419 5th AVE.

P.O. BOX 1195 

SEWARD. ALASKA 99664 

(907) 224-5604

F e b r u a r y  1 6 ,  1 9 8 8

F r a n  U lm e r ,  C h a i r
H o u s e  S t a t e  A f f a i r s  C o m m it t e e
P 0 .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  C o m m it t e e :

R e f e r r i n g  t o  o u r  l e t t e r  d a t e d  O c t o b e r  1 3 ,  1 9 8 7  w e ' d  l i k e  t o  c o r r e c t  

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

L o n g e v i t y  B o n u s  P r o g r a m .  We a r e  i n  s u p p o r t  o f  S e n a t e  B i l l # 5 6 .

S i n c e r e l y ,

S e w a r d  S e n i o r s ,  I n c .  B o a r d  o f  D i r e c t o r s



Committees:

Chair-Stale A ffa irs 
V. Chair-Judiciary 

T e lecom m un ica tions  

Specia l Ethics 

Legis la tive Council 
F inance  S ubcom m ittee  

fo r the U n ivers ity  o f A laska
jo in t  C om m ittee 

o n  E c o n o m ic  Recovers'

Alaska State Legislature

R e p r e s e n t a t iv e  F r a n  U l m e r

P.O. B o x  V 
Juneau. A la ska  uoatt 

(907) 4G5-4D47

F e b r u a r y  2 6 ,  1 9 8 8

S a l l y  H a r r i s  
P i o n e e r s  o f  A l a s k a  
P . O .  B o x  1 0 0 9  
P a lm e r ,  A K  9 9 6 4 5

D e a r  M s .  H a r r i s :

I  h a v e  r e c e i v e d  t h e  p e t i t i o n s  s i g n e d  b y  y o u  a n d  o t h e r s  
s u p p o r t i n g  S e n a t e  B i l l  5 6 ,  t h e  L o n g e v i t y  B o n u s  A n n u i t y  p r o g r a m ,  
a n d  a p p r e c i a t e  k n o w in g  y o u r  p o s i t i o n .  I  am c o m m i t t e d  t o  t r y i n g  
t o  g e t  a  r e s o l u t i o n  o f  t h i s  m a t t e r  p r i o r  t o  t h e  e n d  o f  s e s s i o n .

S i n c e r e l y ,

/ ’ 1 •/ , 1s— -
/' » i

F r a n  U lm e r ,  C h a i r
H o u s e  S t a t e  A f f a i r s  C o m m it t e e
l
I

I
I

1I
\

District 4B — Juneau
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STATE OF ALASKA

SENATE JUDICIARY COMMITTEE
SEN. JA Y  K E RTTU LA  

SEN. A R L IS S  STU RG U LEW SKI 
SEN. JAN  FA IK S  
SEN. JOE JO SEPH SO N  
SEN. P A T  RODEY

P.O. BOX V 
S TA TE  C A P ITO L  

JUNEAU, m LA S K A  99811 

(907 )465-3717  

(907)465-3771

DATE; February 12, 1988

TO: Alaska Sto.te Legislators

FROM: Senator Jay Kerttula

RE: Longevity Bonus

Attached is a copy of a paper prepared by the Older 
Persons Action Group (OPAG). Rose Palmquist, President, 
of OPAG, has asked me to distribute this paper,
"Why Encourage Seniors to Remain in Alaska?" to each of 
you.



W H Y  E N C O U R A G E  S E N I O R S  

T O  R E M A I N  I N  A L A S K A ?

By

Older Persons Action Group

February 1988



1987 SURVEY RESULTS

NAME OF ORGANIZATION VOLUNTEER HOURS

Borough Statewide 1,357,922
Cities Statewide 393,600
Retired Senior Volunteer Program 100,000
Older Persons Action Group 6,176
Pioneer Homes 21,632
Senior Centers 281,100
Libraries & Museums Statewide 575,640
Daybreak, Hospice, ASRAA 6,900
American Lung Assn. of Alaska 884
Alaska Retired Teachers 33,600

Social Security Administration:
retirement, survivors & disability benefits 
supplemental security income benefits 
SSI disability benefits 
reimbursement of Medicare claims 
administration

Unions Sc other private retirement 
programs: 1987 payments

Older Alaskans Commission
Alaska Public Employees' Retirement System:

real estate mortgages Sc small business loans 
benefits paid to Alaskan residents 
refunds to Alaskan residents 
administration expense 

Civil Service retirement payments 
Military Pensions 
Alaska Retired Teachers 
Veteran's pensions 
Retired Alaska National Guard 
Federal senior housing programs 
HUD native senior housing (estimate)
Medicaid
Earned Income, non-federal:

(age 55-66 = 325,930,603)
(age 66-70 = 16,820,804)
(age 71 + = 5,593,188)

TOTALS 2,777,454

CASH CONTRIBUTION

$ 145,855

2,763,200

148,632,000
1.724.000
3.682.000 

44,000,000
2 .200.000

100 ,000,000
5,287,900

127,419,700
34.620.000 
6,000,000
4.985.000 
64,489,020 
95,408,720 
24,571,652 
26,809,403

530,460
3.660.000 
1 ,200 ,0 0 0

42.340.000 
348,344,595

1,094,313,000

(more chan forty agencies responded)



The Older Persons Action Group (OPAG), a 

statewide non-profit advocate for Alaska's senior 

citizens, believes with Senator Kerttula that the 

oil and other resources of Alaska belong to all 
Alaskans. Every Alaskan resident benefits from 

these resources, generally relative to the length 

of time spent in the state: older Alaskans benefit

less, simply because their life expectancy is so

much less. The now old are entitled to their

share; the young can benefit now and look forward 

to benefits after retirement age. Consequently,

OPAG maintains that the Longevity Bonus and the 

Property Tax Exemption/Renters Rebate programs must 
be continued undiminished.

The purpose of this 1987 survey of senior citizen contributions to 

Alaska was to determine how much financial input comes to Alaska, 

SEPARATE FROM THE STATE GENERAL FUND, as a result of these elders 

ma 'ing their homes in Alaska. Many legislators recognize that, were it 

not for the longevity bonus and the tax exemption/renter's rebate, a 
good share of the general fund appropriations now going to these

programs* would have to swing over to Health and Social Service
appropriations.

WHAT PURPOSE WERE THE BONUS AND EXEMPTIONS EXPECTED TO SERVE?

The longevity bonus tax exemption programs were to provide 

elderly, longtime Alaskans with "incentive to continue uninterrupted 

residency in the state." In 1972, only 2.3 percent of all Alaskans



were 65 years of age or older, compared with 10 percent for the nation 

as a whole. The 1972 legislature concluded that the high costs and 

rigors of Alaska life were forcing "pioneers... to live out their 

retirement years far away from the land they loved and nurtured,...- 

(thus) depriving future generation of Alaskans of the benefits of their 

wisdom and experience." The lawmakers went out of their way to 

emphasize that the payments were not to be considered as "any form, 
type or manner of public relief," but rather a reward for hardships 

suffered during Territorial days and an incentive to remain in the 
state.

SO, WHO PROVIDES "PUBLIC RELIEF"?

These elders had established homes and communities and had 

envisioned a new state. They had paid territorial and state income and 

property taxes, had selected Prudhoe and developed its earning capabil­

ities for all Alaskans, and had made statehood a reality.

Younger people will benefit, quite properly, from the oil income 

and the Permanent Fund for many years to come. Older Alaskans have 

much less time to share these benefits; therefore, older Alaskans are 

receiving longevity bonuses and tax exemptions on their residences to 
compensate for the shorter time available to them. To reduce or 

eliminate either of these programs will create inequity of benefits for 
seniors.

Prior to introduction of the bonus and exemption, most seniors who 
could afford a move, moved "south" when they retired. They sold or 

rented their homes, withdrew checking/savings accounts, and took their 

pensions, annuities, social security, health care benefits, earned 

interest, dividends, and other assets and moved out of the state to a



warmer and less expensive climate. This survey does not include the 

private equity of older Alaskans in Alaskan property and businesses, 

but the reader may simply look at his own community to realize the 

large contribution seniors provide to the tax base of Alaskan communi­
ties.

The survey has addressed the 1987 volunteer work by seniors in 

their communities. An astounding figure of two and three quarters 
million hours donated by retired professional teachers, foster "grand­

parents", village elders teaching culture and survival, retired 

administrators & business people with friendly faces and voices serving 

on civic boards and commissions, the sick and bedridden, and so many 

more, enrich all of Alaska each year. At the modesTrate of $5/hour, 

this donation comes to about thirteen million dollars. However, more 

than half the hours volunteered were provided to municipalities and to 

libraries and museums. These positions normally earn at least ten 

dollars per hour. Therefore, the volunteer work provided by seniors 

equals more than one-half the cost of statewide senior programs.

DID ALASKA STOP ITS "ELDERS-DRAIN"?

The volunteerism exhibited by Alaskans of retirement age proves 

that the state has succeeded in keeping some of the strong social fiber 

provided by older people, in the communities where these people belong. 

Our studies show that more seniors stay in Alaska. In 1972, 2.3 

percent of all Alaskans were 65 years or older; now, fifteen years 

later, 4.7 percent of all Alaskans are 65 years or older. But this is 

still less than one-half the national average of 11 percent.

These citizens are rich and poor, but are most often middle 

income. If these benefits of longevity bonus and tax exemption/-



renter's rebate are withdrawn or greatly reduced as proposed, we 

predict that many seniors will feel the pinch and head "south", taking 
with them income and assets.

To find out how important these incomes and assets are, OPAG 

president Rose Palmquist expanded upon OPAG's 1986 study. Mrs. 

Palmquist surveyed the money received by Alaskan seniors residing in 

Alaska in 1987, including NON-GENERAL FUNDS spent by agencies that 

support the elderly in Alaska. We contacted Social Security Adminis­

tration, unions, military, Veteran's Administration, Department of 

Labor, the state retirement programs, local municipalities, more than 

forty agencies altogether. We received answers both to volunteer hours 

and funds spent in Alaska. The results are on the first page of this 

paper. The city of Haines was so thorough that it included the money 

spent in Haines by seniors for the 12 month average; $553,721.20.

The survey has not included the factor of private investment. It 

has touched once on the use of private retirement funds in financing 

industries (the Alaska Public Employee's Retirement System administers 

ninety-five percent of its real estate mortgages and small business 
loans fund inside Alaska, a fund totalling $134,126,000). No figures 

were obtained on the time spent by seniors in small enterprises, or 

part time family enterprises such as family farming, nor the revenues 

thus generated. No figures were gathered on earned interest, divi­

dends, or other such income for Alaskan residing seniors, either.

The researchers connected with this survey are amazed to learn 

what a large contribution seniors make to private industry in Alaska. 

One billion, ninpty-four million cash dollars were earned by people of 
retirement age in 1987 and added to the Alaskan economy. When combined



to the two and three quarters million hours of volunteer work by 

seniors, it is obvious that the 4.7 percent of total Alaskan population 

as represented by the senior citizens more than justifies senior 

programs. State funding of the longevity bonus and the tax exemption/- 

renter's rebate programs are well founded in "value-received."

It is obvious that if large numbers of seniors feel they must 
leave the state, the negative impact of such a move on the statewide 
economy would be very depressing. Please note that the cost of the 

longevity bonus/tax exemptions (if fully founded) of approximately 

fifty-six million dollars is not included in the above total; seniors 
being in Alaska are the cause of dollar infusion into the economy at a 

rate of approximately twenty times more than the longevity bonus/exemp­
tion cost.

A spot survey taken at the Anchorage Senior Center indicated that 

57?0 of the Alaskan elders present would leave Alaska if both programs 
were eliminated.

The results of this survey demonstrate that 

the Longevity Bonus and the Tax Exemption/Renter's 

Rebate not only benefit the needy, but also provide 

necessary services to one of the strongest and most 

stable fibers of Alaskan economic and social 

structure. Secondly, OPAG asks that this thought 

be kept in mind: the Permanent Fund invests

heavily outside of Alaska; let's not push the 

investments seniors have to offer into other states 

but rather, keep our seniors and their contribution 

here at home.



NOTE:

1. OPAG researchers, in preparing the 1987 survey of retired Alas­

kans' cash input in this state, were provided with more data from 

the source agencies than was given in 1986. Some agencies 

provided data for people in the fifty-five year to sixty-two year 

age bracket, as well as the sixty-two years and older age bracket 
(these will be identified in the statistics). Most agencies 

responding also gave the amount of volunteer effort the Alaskan 

seniors are contributing to our State...Added this year are the 

data on senior citizen housing projects cash input into Alaskan 
economy; many agencies were able to provide the administrative 

cost of programs for the elderly as spent in Alaska.

2. * FY 87 Homeowners' property tax exemption = $ 2,866,300

Renters equivalency rebate 
Longevity bonus 50,889,800

2 21 , 200

Total state general fund spent on seniors' programs:

$53,977,300



ALASKA STATE LE G ISLA TU R E 

HOUSE O F R EPR E SEN T A T IV ES 

R ESEA RC H  A GENCY

P.O. Box Y, State Capitol 
Juneau, Alaska 99811-3100 

Mail Stop 3100 
(907) 465-3991

January 20, 1988

MEMORANDUM

TO: Representative Fran Ulmer

ATTN: Dennis Burns

FROM: Karen OakleyV^
Legislative Analyst

RE: Projected Costs of the Longevity Bonus Program Under
Senate Bill 56
Research Request 88.127 (Supplemental Information)

You asked us to provide projections of the annuity and bonus amounts if the 
program starts one year later--in FY 90 instead of FY 89. Table 1 was 
revised to reflect this change and is attached.

Attachment



TABLE I (Revised January 20, 1988)

MONThLY ANNUITY PAYMENTS POSSIBLE FROM INVESTMENT OF 

PERMANENT FUND DIVIDENDS IN AN ANNUITY

No Change in the Permanent Fund Dividend Program

CASE A CASE B

Person turning 65 in current year Person Turning 65 on 1-2-89

Annui ty Balance of Payment

Balance at Monthly prior year's from Combined Monthly

Interest Monthly Longevity annui ty prior Monthly Longevity
Fiscal

Year

Dividend

Received

Rate of 

9.0%

Annui ty 

Payment

Bonus

Amount

account 

on July 1

year's

account

Annuity

Payment

Bonus

Amount

1990 $882.47 $942.04 $942.04
1991 873.21 1,958.97 $9.30 $240.70 932.15 $9.68 $9.68 $240.32
1992 868.57 3,062.48 19.34 230.66 927.20 9.78 19.46 230.54
1993 933.24 4,334.33 30.24 219.76 996.23 9.95 29.41 220.59
1994 995.21 5,786.81 42.79 207.21 1,062.39 10.95 40.36 209.64
1995 1,060.84 7,440.07 57.13 192.87 1,132.45 11.99 52.35 197.65
1996 1,130.01 9,315.96 73.46 176.54 1,206.29 13.14 65.49 184.51
1997 1,202.53 11,438.10 91.98 158.02 1,283.70 14.41 79.89 170.11
1998 1,277.59 13,831.36 112.93 137.07 1,363.83 15.80 95.69 154.31
1999 1,355.50 16,523.17 136.56 113.44 1,447.00 17.35 113.05 136.95
2000 1,436.37 19,543.59 163.13 86.87 1,533.32 19.06 132.10 117.90
2001 1,520.30 22,925.43 192.95 57.05 1,622.92 20.95 153.05 96.95
2002 1,607.60 26,704.83 226.34 23.66 1,716.11 23.06 176.11 73.89
2003 1,698.05 30,920.93 263.66 0.00 1,812.67 25.38 201.49 48.51
2004 1,791.94 35,616.71 305.28 0.00 1,912.90 27.93 229.42 20.58
2005 1,892.84 40,842.82 351.64 0.00 2,020.61 30.65 260.07 0.00

Estimates of monthly annuity payments based on Alaska Permanent Fund Dividend Corporation projections of dividend 

payment (January 19, 1988 projections) and an interest rate of 9 percent.

Life expectancy values were provided by the Alaska Department of Labor, Demographic Report No. 1, December 1986. 

Prepared by the House Research Agency, January 1988 (87-127S; 100287-15).



ALASKA STATE LEG ISLA TU RE 

H O U SE OF REPRESENTATIVES 

RESEA RC H  AGENCY

P.O. Box Y, State Capitol 
Juneau, Alaska S9811-3100 

Mail Stop 3100 
(907) 465-3991

February 1, 1988

MEMORANDUM

TO: Representative Fran Ulmer

FROM: Karen Oakley^^*
Legislative Analyst

RE: Senate Bill 56: Effect of Future Permanent Fund Dividends on the
General Fund cost of the Longevity Bonus Program 
Research Request 88.147

You asked us to discuss two aspects of Senate Bill (SB) 56, which would 
create a State-sponsored annuity program as an eventual replacement for the 
Alaska Longevity Bonus (ALB) Program. You asked: 1) how the "maximum
straight life annuity," which ultimately determines the bonus amount, is
calculated; and 2) how changes to the Permanent Fund Dividend (PFD) program 
proposed by Senate Joint Resolution (SJR) 40 would affect the General Fund
cost of the ALB program during the next 15 years.

The "Maximum" Straight Life Annuity Under SB 56

An annuity is a type of investment that transfers income available earlier
in one's life to later in one's life, generally when one is no longer
working. There are several types of annuities, but the only kind that 
concerns us here is the straight life annuity. When a person begins
receiving payments from an annuity account under a straight life plan, the
monthly payment is based on three things:

1) the amount in the account;

2 ) the person's life expectancy, which is the length of time the person
can be expected to live from that point on; and

3) the interest rat'' expected during the person's life.



Representative Ulmer
February 1, 1988
Page 2

Using these three variables, a monthly payment is calculated. The 
recipient will receive this payment for the rest of their life, whether the 
person lives one day or 25 years. When the person dies, the payments stop, 
and the person cannot pass any of the funds not yet spent from the annuity 
account on to a heir.

Calculation of the monthly payment possible under a straight life annuity 
is not difficult, once values for each of the three variables is known. 
The only tough decisions are deciding on the values for the three
variables. In this case, the account balance is uncertain because we do 
not know precisely how much future Permanent Fund Dividends--or the 
earnings on those dividends--will be. We have used life expectancy values 
generated by the State Demographer; the life expectancy of a 65 year-old in 
Alaska is 15.9 years. We have assumed an interest rate of nine percent. 
Other equally valid values could have been used--for example, a life
expectancy value based on nationwide data or a higher or lower interest 
rate could be used. Using different assumptions will affect the annuity 
payment and thus the bonus amount. A higher interest rate and/or a shorter 
life expectancy will increase the annuity payment and thus lower the bonus 
amount. A lower interest rate and/or a longer life expectancy will
decrease the annuity payment and thus increase the bonus amount. As will
be discussed in the following section, larger PFDs would increase the 
annuity and also reduce the bonus amount.

Under SB 56, the bonus amount is $250 minus the maximum possible straight
life annuity under the annuity program. The maximum possible straight life
annuity equals:

the amount a person would receive if that person became 65 years on
January 2, 1989, ar ‘ contributed 100 percent of all PFDs for every
year after 1988.

*In fact, many hand-held calculators are programmed to calculate such 
payments. Similarly, most spreadsheet software packages incli.de a payment 
function.



Representative Ulmer
February 1, 1988
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Thus, in each year after the program goes into effect, it is necessary to 
calculate how much a person who turned 65 years on January 2, 1989 would be 
receiving from investment of each PFD in a straight life annuity. The only 
unusual thing about calculating this maximum annuity is that the maximum 
annuity payment is the sum of the individual annuity payments derived from 
each PFD. Normally, persons over the age of 65 years would not continue 
investing cash in annuities--they would just use the cash. Each year, the 
straight life annuity payment from that year's PFD would be calculated 
using a lower life expectancy value as the person would be one year 
older.

Effect of Changes to the PFD Program on General Fund Cost of the ALB 
Program

Larger Permanent Fund Dividends increase the amount of the maximum annuity,
thereby reducing the bonus amount. The smaller the bonus amount, the less
the ALB program costs. Thus, any change that reduces the amount of future 
PFDs will ultimately act to increase the Genera! Fund cost of the longevity 
bonus program. Senate Joint Resolution 40 would change the disposition of 
Permanent Fund earnings so that PFDs will be decreased.

In Table 1, projections of PFD amounts, bonus amounts and the cost of the
ALB program based on bonus amounts under four scenarios are presented. 
Figure 1 shows the annual costs under the four scenarios.

With no change to the PFD program, the bonus is projected to reach zero in 
2005, and the cumulative costs (FY 88 through FY 05) of the bonus program 
are about $920 million. Under SJR 40, the bonus does not reach zero until 
after 2005, and the cumulative costs of the bonus program are $1 billion. 
The cumulative costs through 2005 of the current bonus program are 
projected to be $1.3 billion.

As we discussed earlier, these projections should not be interpreted as 
actu-i values; the focus should be on the general trend of the costs 
associated with each scenario and the relative trend, i.e., how one 
scenario compares to the others. Clearly, Senate Bill 56 does reduce the 
cost of the bonus program even if there are changes to the Permanent Fund 
Dividend program. Changes to the Permanent Fund Dividend program which 
decrease dividends will, however, have fairly costly effects on the ALB 
program.



Representative Ulmer
February 1, 1988
Page 4

We noted in a prior memo on SB 56 (House Research Memorandum 87.303) that 
the uncertainty created by basing the bonus amount on PFDs could be avoided 
by simply reducing the bonus amount by a set schedule. Another way to 
remove some of the uncertainty concerning the future General Fund cost of 
the bonus program would be to define a bottom line by having a fixed bonus 
reduction schedule ^ppiy only if the PFD program is changed such that PFDs 
are reduced. Ir. -...a way, the General Fund cost of the bonus program could 
actually be less than we have projected here, if, for example, PFDs are 
larger than predicted or interest rates are higher. The General Fund cost 
would simply be limited by the use of a bonus reduction schedule in the 
event of a change to tne PFD program.

I hope you find this information useful. If we can provide any further 
information, please let us know.

Attachments


