ALASKA LEGISLATURE COMMITTEE FILES, 1989-1990 8672
6598 SENATEPSTATE AFFAIRS “Hw I WDB » 8




Position Title

Time Status Staff Months

PE/FT

Type of Expenditure
1

i

Salary.
Rcncfits
Premium Pay

Other

Total Personal Services
Travel
Contractual
Commodities
Equipment
Uther

Total Cost

Funding Source for Total Cost
Federal Receipls 1002
G. F. Match 1003
General Fund 1004
I-A Receipts 1006
C1P Receipts 1061
Other

6/681/0301-88/7-8
Agency
Request For

BRU

Component

New Position

No. of Positions Range/Step Barg. Unit

Retirement and Benefits Technician 1/11 Lo 128 afit

Location Election District
Juneau (AMA)

Justification

Amount The Retiremgp ?nd enefits Te hnician wcwld
b? resgon& or t aé/ 5 coup elling
|nc| %irelcr sa%sdm e(%lele umleeca IIs.. or
* Written orPes oniience n t& % |r&)d|V|duaIs
Eunéolgw%) dO %ndrormhew“on ?or m%ﬁn
2%000 cash con nB %IOHS E ﬁ nnu&y program
TTW
Administration | Sy e
Retirement and Benefits P

Retirement and Benefits E%%iesed Dale



Position Title

Ar.cmintanll
Staff Months

Time Status
1 2
Slarv 32424
Benefits 13,383

Premium Pay
Other
Total Personal Services

Travel
Contractual
Commodities
Equipment
Other

Total Cost

Funding Source for Total Cost

Federal Receipts 1002

G. F. Match 1003
General Fund 1004
1-A Receipts 1006
C1P Receipts 1061
Other
Agency
Request For
BRU

New Position

Component

Administration
Retirement and Benefits
Retirement and Benefits

No. of Positions

Location

Kangc/Slep Barg. Unit

1 1£A. ChL
Election District
Juneau AN

The A ntant 1 will be responsible . for
estab |sqh pIemen 8 ma|nta|n ﬁec A

aﬁcloeuntmi uFare]Srgcon e trn fers

rom %he Ia ermaneP ag D|vaden

P gram cas aeposhlt% r% |nd|V| uals and
ﬁest osted wit h? aIances malntam%d

on t e ar tlhtyr roqram Bfermmm e

moun ° n|n 8n?0¥\el r|n%l?unds [om

utions
(a ska erm nen {:un r} VISION. .In
order t0 .Set Up annuity accounts, reconciling
the annumes ald out each month.

Justification

FY 91

Page 8 of 11
Revised Dale



Pusilion Title

Accounting Technician |
Staff Months
120

Time Status

Type of Expenditure

Salary
Benefits
Premium Pay
Other
Total Personal Services
Travel
Contractual
j Commodities
Equipment
' Uther

Total Cost

Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004
I-A Receipts 1006
CIP Receipts 1061
Other

6/681/0301-88/11-12

Request For

Agenc
i

New Position

Component

No. of PTitions

Location

Range/Step

Bare. Unit

1B @l

Election District

Juneau (AWA)

Justification

Administration |
Retirement and Benefits

Retirement and Benefits

T%re a?ﬁré‘guntr
.

dncin nent
ﬁeStg
H e aNn

changes to actoun

Page N of
Revised Dale
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[ a ce t

re t tr N er cas
Rose wrtﬁ%h Balances
uit Bro ram
ng procedures and reports.
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Woud he

ra s ers from the
n r ra(rrglts
mtarned
recommendin

FY 91



Position Title .
Accounting Clerk [I11

Time Status Staff Months

PL/FT 12.0
Type of Beaditue
1 2
1 Slay 45,432
i Brefits 21,971
Premium Pay
Other
Total Farsoal Saviass
Trael
Goractial
vandhjes
Equipment
U e
Total Cost
Funding Source far Totall Gost
Feckral Receipts 1002
fi. E Ma—ch 1003
Gaad Fud 1004
I-A Raxipts 1006
C1P Rexipts 1061
Othrer
6/681/0301-88/13-14
Agency
Request For
q BRU

New Position

Component

Barg. Unit
108 ol

Election District

No. rr P?sitions Range/Step

Location
Juneau (At/A)

L
The Accounting Clerk. I11. positions will hav
3
égsh%'mw%@%%ﬂs' "gggff@fdﬁ e

re%uw. nowiedge of reconcl |at!)on. of
ge 0sits, veJ| ation that cas ?ontn utions
67.403 0not exceed the maximum allowable.

4,

i,Uulu

1i,UUU

83,408 |

83403

Administration
Retirement and Benefits 71

Retirement and Benefits bl

FY 91



No. of Positions

Range/Step

Barg. Lhit

rostion T Analyst/Programmer IV 10 el
Time Status Staff Months Location Juneau (AV\A) Election District
12.0
B Justification
e ) Amegnt he Anal st/Pro%\rIammer IV will. be.res orhsible
B e, o= Sl s BOSGACIERS G
genefits ™% e uties wil mcLuc?e w.ri.tgntyf 0t processi
o grggram to fr CK participant accoupt palance
Total Personal Services 552941 ﬂ vgerﬁona ata’ rOdU?F‘q regorts f at Wl |
e ! %o the accountin s%a 0 reconclle
avel 4 rar&sfers In_and out,o0 th? pr?%ar]] and
Contractual % prodieing automated federal witfolding
Equipment 10, epor S
Uther
m 1 a
Funding Source for Total Cost
Federal Receipts 1002
fl. F. Match 1003
General Fund 1004 7U7W
I-A Receipts 1006
C1P Receipts 1061
Other
6/6B1/0301-88/15-16 L
Agency  Administration | FY 91
Request For ., PRetirement and Benefits

New Position

Component

Retirement and Benefits

Page 11 of
Revised Dale



1990 LEGISLATIVE SESSION PUBLISH DATE:
| FISCAL NOTE
REQUEST:

Revision Date: Agency Affected : ~ Administration
Title : LongeVity Bonus: AnNnuity Program gpjj. Information Services

Sponsor : Kerttula _ Components : Computer Services
Requestor: Senate State Affairs

EXPENDITURES/REVENUES:  (Thousar ds of Dollars)
OPERATING FYol FY 92 FY 93 FY 94 | *j5 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND &STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 ) 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME u 0 0 0 0 U

TEMPORARY 0 0 0 0 0 0

ANALYSIS : (Attach a separate page if necessary)

Impact on FY 90 is zero. This fiscal note assumes there would be a
Reimbursable Service Agreement with the Division of Pioneer benefits if
programming and computer services support (to modify the Longevity Bv-nus
system to print and account for multiple check amounts) were required of this
Division. The Div. of Pioneer Benefits' initial estimate of services lIs

Prepared by « Paul Monatte -FSr*/ * f e r —D4rector phone $8*

Division Information Serviift? : nato m 465-2220
January 19, 1990

Approved by Commissioner: Frank BafTer Dale;  \fmma/&

Agency  "Administration

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget .
Impacted Agency(ies) page—— of




STATE OF ALASKA BILL VERSION:

FISCAL NOTE
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Alaska Department f \venue
Per E viden $|V|S|on
n@]%mFm aiur%rg{eﬁ %

1 This bill will be effective for the 1981 dividend.

thgegggingngg%@hnnnnlns!' R R
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5 The eveIo me the Insert to the Permanent Fund Dividend application
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F)e/lglaska D lﬂ)r? ent of vepgleon
@%‘l

As ofSJcanuary

During the | ter|m the Permanent Fund D|VLdend Division will modify our
com er ssem {0’ acom ate enewo tions, an o owde or the
und icant informat on to epa ment A m|n|stra
|on g rn|s men sys m will rlt e nd e a
accommo IeX| 1850 now mu e c0|ces ofs
mens an en s ccoun 0.5 so be mdd|f|e
IVISIONn |I ﬁ ermanen Fu vdend aé)rehczﬁ eia\n

Pé)r%ks e vﬂ.’ﬁobe ol d|tfhe { plicants to sefect the annwty optl ted

Dg (H gftﬂlﬁand K#bs;[eg7 (fh

ne% enods th d|V|§ion will Qrowde
El

anS\/\/err DU ? 8

d % ﬁ Compiehon ﬁ - Ionnec Qea?ddd ag a% ul ag%lress
?%daQe (PI el1ected)r f fransgerr 8 1¥1e %EP(? %n?entaqge

ministration on a requlat basis as the divi ends are pa
The Division will mpt o xpl in the mpac the options .norwill ve
wﬁ?mBe ?rgfgpr\ga Péh epErtment ottﬁ dministr ré)tlothose pes 0 Pquesnons
eHr%”eSnltoren&V I%ene(% tr%d | %?st|%uqrs eé}orﬁ Wltharm]eenf |8?e rdr%erngprtastlgrqd which
Wi administering the actua annuny program.

The estimated costs of Implementation of this bill are as follows:
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Alaska Department of Revenue
Permanent Fund Dividend Division

SB 5 Fiscal Note Analysis
As of January 11, 1990

FY 90

Data Entrv

2 Data Processing Clerk I"s, RS,
@ 2425.52/mo. 1including salary
and benefits for 3 months

Dividend Information Centers

An_clxar.as?

2 Document Processor I1%s, RS,

@ 2425.52/mo. including salary

and benefits for 6 months (@ 1/2

months in FY 90) $7.3

1 Document Processor 11, RS,

@ 2425.52/mo. 1including salary

and benefits for 6 months (@ 1/2

months in FY 90) $3.6

Fairbanks

1 Document Processor 11, RS8,

@ 2505.54/mo. including salary

and benefits for 6 months (@ 1/2

months in FY 90) $3.8

Total Personal Services $14.7

2. Travel: None.
3, Contractual:

a) Department of Administration
Chargeback (estimated); additional

disc space and computer time.

b) Advertising; Statewide campaign
to inform public that annuity
option does NOT apply to 1990
Permanent Fund Dividend program. $15.0

c) Maintenance: for 2 Wang PC240 termi—
nals with emulator boards for Anch—
orage and Fairbanks (one each loca—
tion) ,Wang maintenance @ $90/mo)

Total Contractual $15-0

FY 91  FY 92  7X_?3_

$14.6 $14. 6 $14.6

$29.1 $29.1 $29.1

$14. 6 $14.6 $14.6

$15.0 $15.0  $15.Q

.$l4.,2 $100.4 133274

$45.2 $22. 6 $22. 6

$2.2 $2.2 $2.2

$47.4  $24.8.  $24.9.



Alaska Department of Revenue
Permanent Fund Dividend Division
SB 5 Fiscal Note Analysis
As of January 11, 1990

FY 90
4. Supplies.: -0- $1.5 $1.5 $1.5
5. Equipment
Purchase 2 Wang PC240 terminals wiv.h
emulator boards for Anchorage and
Fairbanks (one each location). -0- $5.0 -0- -0-
Total Operating Cost: $29.7 $195.1 $126.7 £17]12

Suggested Amendments: None.
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LEGISLATIVE PKICKIYIBS
YHB PIONBRBS OF ALASKA

1. During this session of the Legislature the Pioneers are most interested in
protecting the Senior programs presently in place. We prefer the $250.00
monthly bonus program remain as it is, however, rather than see it suffer
magor setbacks, the Grand Igloo supports an annuity program as introduced
by Senator Kerttula.

2. The Pioneers support a requirement of 65 years of a%e as a minimum for
admission to the Pioneer Home system, and removal of the word destitute’
as is presently used in giving priority for admission.

3. The Pioneers support full state funding to cover property tax exemptions
for Seniors.

4. The Pioneers support in-Home Support Care and Senior Housing. Re: HB
218; SB 150.

5. The Pioneers support Health Care legislation. Re: HB 47.

6. Also, it has been noted, from a recent news article that Sen Uehling has
prefiled legislation that wouid give Medicare e|I(LIb|e Senior an option to
choose to receive health care under Medicaid at home rather than in a Long

Term Care facility. The Pioneers certainly support this concept.

The Pioneers have taken no position regarding a State Income Tax or the
Governor's proposal on an Education Endowment.

The Pioneer's registered lobbyist is Bill Ray, 165 Behrends Ave, Juneau. AK
99801, Tel: (907) 586-1225

Bob Hufman, Chm,
Legislative Committee
Pioneers of Alaska



Alaska State Legislature

Sen. Pat Pourchot, Chairman

P.O. Box V
Sen. Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 99811
Sen. Tim Kelly
Sen, Rick Uchling 907-105-3712
Senate State Affairs Committee
MEVCRANDUM

T0: Senate State Affairs Committee Members
FOM  Senator Pat Pourchot

Rt Monday, January 22 Committee Hearing
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Alaska State Legislature

Sen. Pat Pourchot, Chairman
P.O. Box V

State Capitol

Sen.Jan F.iiks, Vice Chairman
Juneau, Alaska 90811

Sen. Al Adams
Sen. Tim Kelly

Sen, Rick Uehling 907-465-3712

Senate State Affairs Committee

VEVCRANDLM

10: Senate State AffairsCommittee Members
FROM Senator Pat Pourchot

RE: Friday, January 26 CommitteeHearing

DATE  January 25, 1990

]ELECONFE RENCE: Ancmoralge Mat-Su,Valdez Soldotna,Fairbanks,Bethel, Delta
unction,Sitka and

R}fa”g% t ggyw ﬁearoghe 'polllonwm . Bellz Foom the Sente State

L Pur OS% of th|rs heFrBrr]]gcés to Sﬁc]ek est|mo g %; the Poegi)r%rrﬁmgrq %

ff rnative nus fgader &) § resen on akp earing. Copies
oth Were sent to Intereste part es around the sta

Th{s hearing is a coptinuation ?f the hearmg held andﬁa/ngev 5 which

estahlishes™an annuity program to replace the existin onus
program.




FRIfAY, 9:00 am hearin

TELECONFERENCE: Anch L10,Mat-SU,Valdez, Soldotna,Fairbanks,Bethel, Delta
Jnc., Sitka, Homer.

INFORMATION SENT TO; * indicates will testify

N fy fi
%ﬁﬁtgﬂ?e ttuPRAN peds to testify first.
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5 "y@}e 9%fazaway
E§> hn Tabor
0 ce |z Lawson (3p?)

E%%enﬁ% lvey, someone will be aavailable

P|oneer Home



sh5.txt

TELECONFERENCE: ~ Anch.  LIO,Mat-SU,Valdez,Soldotna,Fairbanks,Bethel, Delta
Jnc.,Sitka,Homer. pjejfy

NOTIFIED; * indicates will testify
>*(*Senator Kerttula

a rzgn m Fox
eEyq{In dpneChff Groh
gra &B@ren a(E]azaway
%} L John Tabor
o]
ﬂgﬁ eoce iz Lawson (Sp?)
i}%& %';t'Vey someone will be aavailable

K Pioneer Home

BI ase . note: have [(ne?/‘ reach several other seniors i.e. Rose
mqmst ary Topolski, Mke Race. No answer.

v/



Bob Pavitt

Chair, AARP

130 Seward Street, #205
Juneau, AK 99801

Joseph R. Henri

c/o Commonwealth North, Inc.
935 West 3rd Avenue
Anchorage, AK 99501

Julie Petro

Alaska Federation of Natives
411 West 4th Avenue, Suite 301
Anchorage, AK 99501

Rose Palmquist

Older Persons Action Group
325 East 3rd Avenue
Anchorage, AK 99501

Sylvia Short
705 West 47th Avenue
Anchorage, AK 99503

Leo Kaye
P.O. Box 12934
Wasilla, AK 99687

Vera and Prent Gazaway
1521 West 14th Avenue
Anchorage, AK 99501

Fran Toland

Older Alaskans Commission
Department of Administration
P.0O. Box C

Juneau, AK 99811

Connie Sipe

Older Alaskans Commission
Department of Administration
P.O. Box C

Juneau, AK 99811

Liz Lawson

Senior Voice

325 East 3rd Avenue, Suite 300
Anchorage, AK 99501
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T/C NO: 90-01-182

DATE: JANUARY 26, 1990

SPONSOR: St:NATE STATE AFFAIRS

SUBJECT: SB 5: LONGEVITY BONUS:- ANNUITY PROGRAM
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6-0029H
Cook
1/29/90
Original sponsor(s): SEN. KERTTULA, Jones, Faiks
IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 5 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the longevity bonus program; and

providing for an effective date."
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47.45.010(a) 1isamended to read:
(@ A person who is 65 years of age or over, who resides in the
state for at least two years immediately preceding application for a
longevity bonus under this chapter™ may apply to the commissioner of
administration for qualification to receive a monthly bonus [OF $250].
* Sec. 2. AS 47.45 is amended by adding a new section to read:
Sec. 47.45.016. AMOUNT OF BONUS. The amount of the monthly

bonus shall be determined based upon the age of the applicant as

follows:
Year in Which Applicant Amount of Monthly
Reaches Age 65 Bonus
1990 or before $250
1991 233
1992 216
1993 200
1994 183
1995 166
1996 150
1997 133
1998 116
1999 100

-1- CSSB 5(SA)



1 2000 83

2 2001 66

3 2002 50

4 2003 33

5 2004 16

6 2005 or after 0]

7 * Sec. 3. Sections 1 - 18, ch. 99, SLA 1985, are repealed.

8 * Sec. 4. This Act takes effect immediately under AS 01.10 .070(c).

©

15

16

17

18

19

R

23
24
25
26
27
28

29

CSSB 5(SA) Z2-
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6-0029J
Cook
1/30/90
Original sponsor(s): SEN. KERTTULA, Jones, Faiks
IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 5 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the longevity bonus program; and

providing for an effective date."

ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 47.45.010(a) 1isamended to read:

(@) A person who is 65 years of age or over, who resides 1iIn the
state for at least two years immediately preceding application for a
longevity bonus under this chapter™ may apply to the commissioner of
administration for qualification to receive a monthly bonus [OF $250].
Sec. 2. AS 47.45 is amended by adding a new section to read:

Sec. 47.45.016. AMOUNT OF BONUS. The amount of the monthly

bonus shall be determined based upon the age of the applicant as

follows:
Year in Which Applicant Amount of Monthly

Reaches Age 65 Bonus
1990 or before $250
1991 225
1992 200
1993 175
1994 150
1995 125
1996 100
1997 75
1998 50
1999 25

-1- CSSB 5 (SA)
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LONGEVITY BONUS ALTERNATIVE

Because the Governor has indicated an intent again to veto an
annuity approach based on Permanent Fund Dividend contributions,

I would like to propose a variation on the "stair-step"” approach
that may have merit. This option would incorporate a schedule of
declining bonus payments over tne next 10 or 15 years.

Contrary to previous ™"stair-stepping” proposals, which cut off
new recipients, this proposal would '"grandfather”™ a recipient
into the program at the amount of the bonus payment for the year

in which he/she qualified. Persons currently receiving $250 per
month would continue to do so for as long as they remain 1in
Alaska. Persons qualifying during the second year of the program

would be "grandfathered”™ in at $17 to $25 less per month. Each
year new recipients would receive $17 to $25 less per month but
would remain at that level for the rest of their lives in Alaska.

The advantages of this approach include:

1) A senior”"s bonus payment would not decline over time.

2) Thera is no impact on Permanent Fund Dividends. Seniors
would still receive their dividends regardless of when they
turned 65.

3) The concept is simple to understand and administer.

4) The cost of the Longevity Bonus Program would gradually
declino until phase-out in 10 or 15 years (except for
surviving recipients).

5) Eliminates uncertainty of fiscal impact for both the
state and the recipients.

6) There is a gradual reduction in benefits with no
arbitrary cu* "ff date separating "haves"™ from "have-nots'.

15-Year Phase-0ut 10-Year Phase-0Out
Year Per Month Year Per Month
1991 $250 1991 $250
1992 233 1992 225
1993 216 1993 200
1994 199 1994 175
1995 182 1995 150
1996 165 1996 125
1997 148 1997 100
1998 31 1998 75
1999 114 1999 50
2000 97 2000 25
2001 80

2002 63

2003 46

2004 29

2005 12



TABLE 1

LONGEVITY BONUS PROGRAM COMPARISON

ANNUAL COSTS
in Millions of Dollars

Year

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
«2001
2002.
2003"
2004
2005
2006
2007
2008.
2009
2010

Current
Program

60.
63.
66.
69.
73.
76.
78.
81.

o
S
P oo poONND OGN

86.
«89.
" 92.
"94.
" 97.
.100.
103.
106.
110.
113.
116.

©
]

~N WO~~~

SB 5
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RO ONNDADRODOPFRPWWWWN U NN

10-Year
Stairstep

60.
62.
64.
65.
65.
64.
62.
60.
57.
53.
49.
45.
41.
*38.
35.
32.
30.
27.
25.
23.

PhroOoOOpMNUTIoOUOOoiolo NP W N

57
; 54,

15-Year ©
Stairstep

60.
62.
65.
66.
67.
68.
68.
67.
66.
64.
62.
" 60.4:

0 0 orToTNDNWONPF oM

50.
46.
43.
39.
36.
33.
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Prepared by the Legislative Research Agency, January 1990, (90.183A).

Number 0!
Recipients

20,075
21,153
22,232
23,310
24,389
25,384
26,295
27,208
28,120
28,949
29,817
30,712
31,634
32,582

. 33,560

34,567
35,604
36,672
37,772
38,905
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EXECUTIVE SUMMARY

This report was prepared according to language in the fiscal 1990 operating
budget that says, "The legislature intends that the administration analyze the
possibility of restructuring the (Alaska Longevity Bonus Program) at $50
million annually, including hold harmles*- provisions and administrative costs
of the program.™

It is important to note that a $50 million annual cap on the program will
require significant change. This fiscal year, the cost of the longevity bonus will
be about $62 million. That includes more than $5 million in Health and Social
Services hold harmless provisions and approximately $400,000 for
administrative costs.

There are only two basic approaches to establishing a cap: 1) reducing the
number of recipients, and 2) reducing the amount of the monthly bonus
check. These approaches, of course, may be combined, and the number of
possible variations is almost infinite. We have highlighted in this report six
specific options for capping the program at $50 million annually. Any of those
six options would require statutory change.

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

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

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

years.

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

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

1.What is the effect on current recipients? Should Alaskans who already
receive the $250 per month longevity bonus be assured they can count on the
bonus for the rest of their lives?

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

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

4. How much will costs be reduced?

5. How quickly will costs be reduced?

Report to the 16th Alaska Legislature Jan. 8, 1990 Page 3



REVIEWING THE BONUS PROGRAM: THE FIRST 17 YEARS AND BEYOND

When the Alaska Longevity Bonus Program began in 1973, $100 a month was
paid to about 3.600 seniors who were at least 65 years old and had lived in
Alaska continuously for at least 25 years. The program changed dramatically in
1984 when the 25-year residency requirement was declared unconstitutional.
Costs began to skyrocket. Now, anyone who is 65 and has lived in Alaska for
two years is eligible for the $250-a-month bonus.

As of October 1989, 19.219 seniors were receiving the bonus. The total
projected cost of the program for fiscal 1990, including $5 million for hold
harmless provisions and approximately $400,000 in administrative costs, Iis
about $62 million.

Without change, costs will continue to increase. The number of eligible
Alaskans will keep growing, as will the percentage of the population that is at

least 65 years old. Without change, mgte n128.000Asenior W'RI be id

A Vo T 50 Topb oy g oAt 2 OB et
q ' | ' ! !

The rising costs of the hold harmless provisions —- what it costs the state to

maintain federal benefits for Alaskans who would otherwise lose them because

theyTeceive a bonus check -——- add even more to the totals. With hold harmless
costs included, the estimated pricetag for the longevity bonus is more than

ﬁigérgrinl-li(geénAtﬂ(émﬁfio,_ iTaBlecrljnges are made to the current

There are other ways to illustrate the rapidly escalating cost of the current
program. The following examples indicate the possible effect of each year

without change.

The first is to multiply the estimated increase in beneficiaries by the cost of
the bonus. This year the program will have a n£t gain of about 1,000 new
beneficiaries. Thus, we can expect the annual cost of the bonus to increase by
$3 million or more. (1,000 x $3,000 annually per recipient = $3 million)
Since this is a net gain, we can expect this increase will be compounded over
the years.

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

million). This understates potential long-term costs.

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

For example, the Department of Labor (Alaska Population Projections, 1986)
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estimates that in 1990 there will be about 2,350 seniors age 64. Assume that
when they turn 65 they will apply for the bonus and that their average life
expectancy is about 16 years. This one-year group creates a potential payment
liability of $112.8 million. (2,350 x $3,000 x 16 = $112.8 million.) However,
our experience has shown that this is substantially lower than the actual
number of new beneficiaries that can be expected. Nor does this figure
include estimates of Health and Social Services hold harmless costs.

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

The program does have advantages. Most of the money that goes to bonus
payments 1is circulated within the state. Most seniors are not well off and have
little chance of acquiring other income. Testimony indicates the bonus also
helps some seniors remain in Alaska and near family members. By definition,
any reduction in the program, by whatever means, diminishes these
secondary benefits. In following the intent of the legislature, the Department
of Administration compiled the following analysis of various options to cap the
annual cost of the program at $50 million.

OPTIONS FOR CAPPING PROGRAM COSTS: TWO APPROACHES

As mentioned in the executive summary that accompanies this report, any cap
on the cost of the Alaska Longevity Bonus Program would involve either or
both of two scenarios: Limiting the number of people who are eligible for the
bonus or reducing the amount of the bonus. Although there are limitless
variations of each approach, this analysis highlights selected options under
each of the two main headings.

1. LIMITING ELIGIBILITYFOR THE PROGRAM

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

income, residency and dependency have all proven to be legally acceptable
criteriawith which to limit eligibility for public benefits. Others, such as race,
gender and religion are not usually legally acceptable. In general, the state
may not discriminate in the provision of benefits except for compelling
reason. Basically, in a legal test, the compelling nature of the reason is
weighed against the critical nature of the benefit.

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

Currently, there are rather few limiting criteria for the longevity bonus. (One
must be 65 years old, a two-year Alaska resident, not in prison, not in a
nursing home or in a mental hospital and certified as unable to manage
personal affairs.) Changing one of the current criteria might force other
changes. For example, ifeligibility were to become based on economic need,
then the two-year residency might well be successfully challenged.

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

Option la: Immediately raising the age of eligibilityto 70

If the age of eligibility for the bonus was raised to 70 this session, the total
cost of the program would drop to $37.4 million in fiscal 1991 and increase
about $2 million a year from there. Itwoul ke ﬁ%@ﬁ sf) ffor éb cept of
the program returned to what it is today. A Iﬁ%ﬂ el— ell- 16?5 But
itwould only take six years, until fiscal 1997, before the suggested cap of $50
millfiJn is exceeded.

Asking the questions:

1. What is the effect on current recipients? The bonus would be taken
away from those between"ages 65 and 69, unless the legislature adopted
a type of "hold constant™ provision that continued to pay the bonus to
those who had already been receiving it. In that case, savings would be
much less. In fiscal 1991, for example, itwould cost $21.7 million to

hold constant those Alaskans between ages 6 nd Aﬁ WF]o W E].d
otherwise lose their monthly bonus checks. S(S:lee ITEﬁf 'Table
2) .
2. Is the change easy to understand? Yes.
3. Is the effect easily predictable? Yes.

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

bonus).

5. How quickly will costs be reduced? Immediately.
Option Ib: Raising the age of eligibilitymore gradually
To meet the suggested cap of $50 million in annual costs, the age of eligibility
could be increased to 68 forgé'écﬂtté% 1. Tﬁta w éB the total cost of the
program at $47.7 million. ( P"TE i'OT |é)?)) If the age of
eligibility stayed at 68 in fiscal 1992, the total program cost of $50.8 million

would be just above the cap. For the following two years, fiscal 1993 and
1994, the eligibility age would have to be 69 in order to stay at or near the
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$50 million goal. That suggested cap still could be achieved ifthe age limit
was increased to 70 in fiscal 1995 and 1996.

Asking the questions:

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

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

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

5. How quickly will costs be reduced? Immediately.

Option l1c: Basing eligibility for the bonus on income

This so-called "needs-based™ approach has been debated by the legislature in
the past. (Governor Cowper®s bill, HB 151, was introduced in the first session
of the 15th Alaska Legislature. The House Research Agency wrote an analysis,
which is attached to this report). That analysis is now three years old, but the
basic"findings are still valid: If the longevity bonus is paid according to income
guidelines, then fewer Alaskans will be eligible. The level of cost savings
depends, of course, on the income guideline and the distribution of income
within Alaska®s senior population. A higher income guideline would eliminate
fewer seniors from eligibility for the bonus. A lower guideline would eliminate
more people from eligibility.

We had hoped to have some information on the distribution of income by age
from research conducted by the University of Washington in 1985 that used a
large sample of bonus recipients. The limited information we do have
indicates that approximately 90 percent of the seniors have income of less
than $20,000 annually. A rough estimate indicates that placing the income
cutoff at that level would reduce the cost of the program in fiscal 1991 to
about $53 million — ifan agreement could be negotiated with the federal
government to eliminate the need for Health and Social Services hold
harmless funding. That would permit a total reduction in cost of
approximately $11 million to $12 million. Precise predictions will have to
wait on better income data — either from further research or the 1990
census.

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

Asking the questions:

1. What is the effect on current recipients? Some people who now
receive the bonus would not be eligible ifincome guidelines are
established.

2. Is the change easy to understand? Relatively. The concept of receiving
benefits based on income isnot a new one. However, "income"™ would
need to be T arly defined.

3. Is the effe :easily predictable? Yes.

4. How much will costs be reduced? Accurate estimates can The made
until better data about senior income is available.

5. How quickly will costs be reduced? Immediately.

2. REDUCING THE AMOUNT OF THE BONUS

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

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

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

Option 2a: Pro-rating a $50 million appropriation

Under this plan, $50 million, or some other pre-determined amount, would
go to the program each year. The actual bonus program would be calculated by
subtracting the Health and Social Services hold harmless and administrative
costs from the $50 million, then dividing the remainder by the number of
eligible Alaskans. In fiscal 1991, this would provide for a monthly bonus check
of about $185. Because eligibility will continue to grow, the size of the bonus
would continue to shrink by approximately the amount of population increase
of Alaskans over 65. That increase is currently about 5 percent a year and
would level off to about 3 percent per year late this decade. In the year 2000,
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28,265 seniors would be eligible, bringing the monthly bonus down to
somewhere around $100. The exact amount ic difficult to calculate because
the amount needed for Health and Social Services hold harmless would
decrease as the size of the bonus decreased. Of course, the appropriation

RS A b 108" i AT

Potentially, this is the easiest scenario by which to control costs.

Asking the questions:

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

2. Is the change easy to understand? Yes.

3. Is the effect easily predictable? Yes. but exact bonus payments
wouldn®"t be known each year until all applications for eligible seniors
were, on file.

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

5. How quickly will costs be reduced? Immediately.

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

Like other options, the actual cost savings would depend on the percentage
decrease plugged into the formula. As the House Research Agency has
demonstrated in the past, a 5 percent reduction per year would prompt little
cost savings. In fact, the suggested goal of $50 million would not be reached
until fiscal year 2001, when 29,142 eligible recipients would receive a
monthly bonus of $142. (The House Research figure does not deduct Health

and Social Services hold harmless costs). That would - sk of gh
7 pillion. b AftatHertt 2 "Holke
R@%@é%%@éﬁ(?}i I'mealljle%rt 8(9|17§:0J5nha30,l efg8 OTtTable Of course, % larger
percentage reduction would achieve bigger cost savings more quickly.

Asking the questions:
1. What is the effect on current recipients? They would receive a smaller

bonus check than they do now.

2. Isthe change easy to understand? Yes.

3. Is the effect easily predictable? Yes, but like other options, the exact
bonus payment wouldn®t be known until all applications were on file each

year.
4. How much will costs be reduced? Itdepends on the percentage

decrease plugged into the formula.
5. How quickly will costs be reduced? Immediately.
Option 2c: Reducing the bonus by a flat rate

Actual cost savings would depend on how much the bonus is reduced from its
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$250 per month level. The fact that eligibility will continue to increase means
that substantial savings would be achieved only ifthe monthly bonus is
reduced by a sizeable amount. The House Research Agency has estimated that
a $25 reduction in the bonus, to $225 per month, would have r, ced the

cHineit2, Holke Resgarch Adghd f&ju‘:e“serQ.tZﬁ@,“Féﬁf" 16,°1980, Teble

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

Asking the questions:

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

2. Isthe change easy to understand? Yes.

3. Is the effect easily predictable? Yes.

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

5.How quickly will costs be reduced? Immediately.
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TABLE 1

ANNUAL REDUCTIONS IN MONTHLY LONGEVITY BONUS PAYMENT AMOUNT FROM VARIOUS OPTIONS

SB 5 AND ANNUNITY STAIRSTEP OPTIONS 10-YR STAIRSTEP OPTION 15-YR STAIRSTEP OPTION

Annuity
Balance at Monthly Monthly Monthly
Interest Monthly Longevity Annual Longevity Annual Longevity
Fisal Dividend Rate of Annuity Bonus Monthly Bonus Monthly Bonus
Year Received 9.0% Payment Amount Reduction Amount Reduction Amount

1990 $901.00 $961.82
1991 816.00 1,919.46 $9.50 $240.50 $25.00 $225.00 $16.67 $233.33
1992 802.00 2,948.35 18.95 231.05 50.00 200.00 33.33 216.67
1993 845.00 4,115.74 2.1 220.89 75.00 175.00 50.00 200.00
1994 892.00 5,438.36 40.63 209.37 100.00 150.00 66.67 183.33
1995 942.00 6,933.40 53.69 196.31 125.00 125.00 83.33 166.67
1996 * 1,004.00 8,629.18 68.45 181.55 150.00 100.00 100.00 150.00
1997 1,060.00 10,537.35 85.20 164.80 175.00 75.00 116.67 133.33
1998 1,116.00 12,677.04 104.03 145.97 200.00 50.00 133.33 116.67
1999 1,173.00 15,070.16 125.16 124.84 225.00 25.00 150.00 100.00
2000 1,229.00 17,738.43 148.79 101.21 250.00 0.00 166.67 83.33
2001 1,285.00 20,706.62 175.13 74.87 250.00 0.00 183.33 66.67
2002 1,341.00 24,001.74 204.44 45.56 250.00 0.00 200.00 50.00
2003 1,397.00 27,653.19 236.97 13.03 250.00 0.00 216.67 33.33
2004 1,452.00 31,691.99 273.02 0.00 250.00 0.00 233.33 16.67
2005 1,505.00 36,150.85 312.89 0.00 250.00 0.00 250.00 0.00
2006 1,558.00 41,067.60 356.92 0.00 250.00 0.00 250.00 0.00
2007 1,612.00 46,484.49 405.46 0.00 250.00 0.00 250.00 0.00
2008 1,666.00 52,446.55 458.94 0.00 250.00 0.00 250.00 0.00
2009 1,721.00 59,003.90 517.80 0.00 250.00 0.00 250.00 0.00
2010 1,777.00 66,211.20 582.54 0.00 250.00 0.00 250.00 0.00

Prepared by tre Legislative Research Agency, January 1990, (90.183A).



Alaska State Legislature

SENATE

Official Business RO.BmgV
State Capitol
Juneau. Alaska 99811

MEMORANDUM

TO: Senate State Affairs Committee
FROM: Senator Kerttula

SUBJ: Senate Bill 5

DATE: January 25, 1990

Following is the cumulative cost as of the year 2010, of
three approaches to revision of Alaska®s Longevity Bonus

Program:
Senate Bill 5: S 958.5 million
10-year stair-step 1,718.9 million
15-year stair-step 1,210.7 million
On a related matter: It Is my understanding that it

would be possible with the stair-step approach that, for
example, two different 73 year-old Alaskans, one who had been
in the state for only a few years, and one who had been here
for many years would receive different amounts of money. |
think this would raise constitutional questions, which should
be answered before the committee further considers this
approach.
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Senate Bill No. 5 -2-

The Legislature enacted the Alaska Longevity Bonus "Hold Harmless" program
(AS 47.45.422) in order to assure that needy elderly who receive a
federally countable Bonus did not end up with $250 less in monthly income
than those who receive the federally exempt Bonus, and to make sure that
necessary medical coverage (through the Medicaid program) was not lost by
those whose total retirement income placed them so close to federal and
state eligibility limits that receipt of the countable Bonus cost them
eligibility for Medicaid. This program replaces the amount of cash lost to
countable Bonus recipients when their federal SSI payments are decreased or
ended, and it provides state funding in lieu of federal matching Medicaid
funds to continue Medicaid coverage to those who lose regular Medicaid
eligibility because of their Bonus income.

For similar reasons, the Legislature has also established a "Hold Harmless'
program for the Permanent Fund Dividend (AS 43.23.075). This program
protects all assistance recipients, not just the elderly, against loss of

cash assistance and Medicaid when they receive their Dividends. In effect
the annual Dividend is therefore the only other cash benefit recipients can
receive and still keep full assistance benefits,.

DISCUSSION

Since the proposed annuity payment would reduce monthly OAA and SS
payments essentially dollar-for-dollar, and recipients of any assistance
program would have to give up all or part of their "free" Dividend income
to participate in the annuity program, we seriously doubt that any
assistance recipients under 65 who fully understand their choices would
choose the annuity option. They are better off financially taking a
$800-$1000 windfall each year and suffering a much smaller total annua
decrease in their Bonus income at some time in their future

AS 43.23.075(c) provides a four month hold-harmless for persons who might
hecome ineligible for assistance because of a Dividend payment. SSI, OAA,
and Medicaid will not count the hold-harmless benefit as income, but AS
43.23.075, as amended, provides no protection against actual annuity
payments being counted as available income. The provision in Sec.
43.23.135 for emergency withdrawals could also jeopardize the individuals'
eligibility for all public assistance programs, since the balance in the
account could be considered available to meet current need

Thus the long-range effect on those future OAA recipients who will not
enjoy the guaranteed continuation of their current Bonus, whether or not
they choose the annuity, is that their monthly spendable income will shrink
as the Bonus amount shrinks. Those few who may choose to participate in
the annuity program wil" still see their monthly spendable income shrink,
but as their countable annuity income rises, some of them will suffer OAA
income ineligibility. Worse, some will eventually lose Medicaid
eligibility.

We find that many of our OAA recipients could possibly adapt to smal
changes in their monthly cash flow. What they tell us that they fear most
and cannot adapt to, is the loss of their Medicaid coverage. Most clients
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whose retirement income will be high enough so that they might lose
Medicaid eligibility when they begin receiving annuity payments have
Medicare deductibles, and decreases in covered services under Medicare make
Medicaid an increasingly important source of medical protection for

seniors. The recent Congressional repeal of the Medicare Catastrophic
Coverage Act means that Medicaid is once again the only source of medical
help for many seniors who need long-term institutional care. Losing

Medicaid will produce cases of serious financial or medical hardship

We believe it is premature to suggest that, if Senate Bill No. 5 were to
pass, it should contain a medical hold-harmless clause for annuity
recipients. We are reasonahly certain that there will be little or no need

for such a protection in the first few years of an annuity program.
However, we do want the Legislature to be aware that the longer-range
possibility exists that some of those we serve may need this protection in
the future,

RECOMMENDATION:

The Department neither supports nor opposes SB No. 5. but we do wish to
point out that we would expect few low-income Alaskans to participate in
the proposed annuity program, and that individuals who chose to participate
could jeopardize their eligibility for needs - based cash and medical
assistance.

Approved by:
Myrf, MA/Munson, Commissioner
Department of Health &
Social Services

Date:
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SB 5 AMENDING AND MAKING EFFECTIVE AN ANNUITY PROGRAM AND
AMENDMENTS TO THE LONGEVITY BONUS PROGRAM AND THE
PERMANENT FUND DIVIDEND PROGRAM
TELECONFERENCE SITES:

ANCHORAGE, ANCHORAGE PIONEERS HOME, MAT-SU, VALDEZ, SEWARD, FAIRBANKS

CONTACTED TO TESTIFY;

BILL SPONSOR
DEPARTMENT OF ADMINISTRATION

DEPARTMENT OF HEALTH & SOCIAL SERVICES
ALASKA ASSOCIATION OF RETIRED PERSONS

OLDER PERSONS ACTION GROUP *ROSE PALMQUIST
JIM EKSTEDT, EXEC. DIR
C-A&TA

RETIRED TEACHERS ASSOCIATION

PIONEERS OF ALASKA 2 [MAURICE LONG (CHAIR)
) FMIKE RACE (INU 1GLOO)

ANCHORAGE SENIOR COMMISSION LORENCE ORR

JUNEAU SENIOR COMMISSION JOE ALTER

MAT-SU SENIOR COMMISSION

FAIRBANKS SENIORS (NO AFFIL

OTHEP EDNA ADRIAN
MILDRED KIRKPATRICK
ANDREW OHLS
PHIL & ALICE HOWARTH
LORENA SHOWERS
MARY & FRANCIS TOPOLSKI
PEGGY BURGIN
TOM & FLARINE SPENCER
HERMAN LEAR (SEWARD)

NOTE: OLDER ALASKANS COMMISSION (CONNIE SIPE) 1S BARRED BY STATUTE FROM
COMMENTING ON THE LONGEVITY BONUS PROGRAM.
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January 24, 1990

MEMORANDUM

T0: Senator Pat Pourchot

FROM: Linda J. Snow
Legislative Analyst

RE: Cost Comparison of Alaska Longevity Bonus Program Alternatives
Research Request 90.183 (Revised January 24, 1990)

You asked for an analysis of the comparative costs of the existing Alaska

Longevity Bonus (ALB) Program; the proposed annuity add-in program in SB 5; and

three proposed alternatives. The assumptions used in the analysis are set

forth below.

Assumptions

1. The number of recipients wused in the analysis are the ALB Program's
projected number of warrants to be paid 1990 2010.

2. The outmigration rate for persons 65 years of age and over of 1.6
percent annually is from the Alaska Department of Labor (ADOL).1

3. Mortality rates are from the national wunisex mortality rate tables
adjusted for Alaska (ADOL).

4, The weighted mortality rate for Alaskans 65 years of age and over is
045045, obtained from ADOL mortality data and actual ALB Program
recipient age distributions.

From a personal conversation with Greg Williams, State Demographer. Mr.
Williams said that the 1988 outmigration rate for age 65 and over was 1.4
percent, but that 1988 had lower than nor-:Al c.itnrioration. Agency staff
adjusted the figure upwards to 1.6 percent.
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5. The Permanent Fund Dividend (PFD) projections are from the Permanent
Fund Corporation's computer model using the mid-case revenue scenario
and a three percent real rate of return.

6. The PFD numbers assume that the existing Permanent Fund program is not
modified in a substantial way (i.e., that proposed changes such as the
educational endowment fund or the budget stabilization fund are not
enacted).

7. The nominal annual rate of return for funds invested in the annuity
program is 9 percent compounded annually.

8. For purposes of calculating the maximum straight life annuity amount,
a hypothetical ALB recipient was used. This recipient was 65 years of
age, and invested the entire amount of every PFD check into the annuity
program from the beginning of the program.

9. The two-year residency requirement is in effect for both the ALB
program and the PFD program.

10. The cost figures for all ALB options do not include "Hold Harmless"
costs or administrative costs.

11, The amount the ALB payment is vreduced each year in the "Annuity
Stairstep" option is the same amount the ALB payment is reduced in the
SB 5 option, and derives from the maximum payment from a straight life
annuity assuming the investment of the full amount of all PFD checks
into the annuity account.

12. For all options where the ALB payment is adjusted yearly, the
adjustment occurs on July 1, and the payment remains constant through
June 30 of the following year.

13. The options analyzed here which are termed "stairstep" options are not
structured in the same way as proposals termed "stairstep"” in previous
years. Past proposals advocated reducing the number of people eligible
to receive the bonus by annual increases in the age of eligibility.
The options examined here do not affect the age of eligibility, but
rather, the amount of the bonus paid to eligible people.

14, "New entrants" to the program include two-year residents turning 65

years of age as well as people over 65 years of age as they reach the
two-year residency requirement
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Existing and Proposed Programs

Existing Alaska Longevity Bonus Program

The existing program pays $250 per month longevity bonus to two-year Alaska
residents age 65 and over. The projected annual cost of this program is $62.0
million in .1991; $86.8 million in 2000; and $116.7 million in 2010. Cumulative
costs of the program from 1991 will reach $741.3 million in 2000 and $1,766.8
million in 2010. Please see Tables 2 and 3 and Graphs 1 and 2 for more
complete annual and cumulative cost comparisons,

Senate Bill 5 Annuity Option

Under the proposed SB 5, Alaska residents would be given the opportunity to
invest all or a portion of their PFDs in a state-administered annuity account.
Two-year residents turning 65 after January 1, 1991 would be eligible to
receive the longevity bonus, but the bonus amount would be reduced by an amount
equal to the maximum straight life annuity amount a 65-year-old would have been
paid if that person had invested the full amount of each PFD received after
July 1, 1990. Thus, the amount of the ALB payment would be reduced each year
after 1991 by the amount of the annuity payment (which is recalculated yearly),
until the maximum possible annuity amount reaches $250, at which time ALB
payments would stop. Annual costs for the SB 5 option increase to a peak of
$69.2 million in 1996, and decline thereafter, reaching $18.2 million in 2010,
Cumulative costs are $655.3 million in 2000 and $958.5 million in 2010.
Payments to new recipients would stop in 2004 with this option, as the maximum
annuity amount surpasses $250 per month. Table 1 compares the ALB payment
amounts of each of the options examined here.

Annuity Stairstep Option

This option is similar to SB 5 in that the longevity bonus payment is reduced
annually by the same maximum straight life annuity amount. With this option,

however, the annuity oprogram is not instituted by the state. Another
difference is that recipients entering the program will be locked into the ALB
amount being paid during the year they enter, and will be paid that amount for

the remainder of their program eligibility. As with SB 5, 2004 is year that
new entrants would no longer be allowed. Annual costs peak at $73.5 million
in 1998 and 1999, and decline to $43.4 million in 2010. Cumulative costs for
this option reach $692.9 million in 2000, and $1,270.9 million in 2010.

The two following options are identical to the Annuity Stairstep Option above
except that the amount of the yearly reduction in payme~ - will be set in law
and is not dependent upon the calculation of the annuity.
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Ten-Year Stairstep Option

This plan would reduce the ALB payments by $25 per year, ending entry to the
program in the year 2000. Annual payments for this option peak in 1995 at
$66.3 million, and decline to $57.9 million in 2000, and $30.9 million in 2010.
The cumulative costs in 2000 are $632.5 million and $1,408.9 million in 2010.

Fifteen-Year Stairstep Option

This option brings payments to zero in 15 years by reduci them $16.67 per
year. Annual payments peak at $69.6 million in 1997, and d:' 0 $67.6 million
and $41.1 million in 2000 and 2010 respectively. In 2000, | umulative costs
reach $668.8 million, and in 2010, they reach $1,210.7 mi n.

For each of the four proposed options mentioned above,.pres jnt recipients are
"“grandfathered” in at the $250 monthly amount, and will receive the amount for

the remainder of their program eligibility.

[f you would like additional analysis of these or other ALB options, please
contact this agency.

Attachments



Fiscal
Year

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

TABLE 1

ANNUAL REDUCTIONS IN MONTHLY LONGEVITY BONUS PAYMENT AMOUNT FROM VARIOUS OPTIONS

SB 5 AND ANNUNITY STAIRSTEP OPTIONS

Annuity

Balance at

Interest

Dividend Rate of
Received 9.0%
$901.00 $961.82
816.00 1,919.46
802.00 2,948.35
845.00 4115.74
892.00 5,438.36
942.00 6,933.40
1,004.00 8,629.18
1,060.00 10,537.35
1,116.00 12,677.04
1,173.00 15,070.16
1,229.00 17,738.43
1,285.00 20,706.62
1,341.00 24,001.74
1,397.00 27,653.19
1,452.00 31,691.99
1,505.00 36,150.85
1,558.00 41,067.60
1,612.00 46,484.49
1,666.00 52,446.55
1721 00 59,003.90

Monthly
Annuity
Payment

$0.00
9.50
18.95
2911
40.63
53.69
68.45
85.20
104.03
12516
148.79
17513
204.44
236.97
273.02
312.89
356.92
405.46
458.94
517.80

Monthly
Longevity
Bonus
Amount

$250.00
240.50
231.05
220.89
209.37
196.31
181.55
164.80
14597
124.84
10121
74.87
45.56
13.03
0.00
0.00
0.00
0.00
0.00
0.00

Prepared by the Legislative Research Agency, January 24 1990, (90.183A) Revised

10 YR STAIRSTEP OPTION

Annual
Monthly
Reduction

$0.00

25.00

50.00

75.00
100.00
125.00
150.00
175.00
200.00
225.00
250.00
250.00
250.00
250.00
250.00
250.00
250.00
250.00
250.00
250.00
250.00

Monthly
Longevity
Bonus
Amount

$250.00
225.00
200.00
175.00
150.00
125.00
100.00
75.00
50.00
25.00

15 YR STAIRSTEP OPTION

Annual
Monthly
Reduction

$0.00

16.67

33.33

50.00

66.67

83.33
100.00
116.67
13333
150.00
166.67
183.33
200.00
216.67
23333
250.00
250.00
250.00
250.00
250.00
250 00

Monthly
Longevity
Bonus
Amount

$250.00
233.33
216.67
200.00
18333
166.67
150.00
133.33
116.67
100.00



TABLE 2

LONGEVITY BONUS PROGRAM COMPARISON
ANNUAL COSTS
in Millions of Dollars

Fiscal Current Annuity 10-Yr 15-Yr Number of
Year Program SB 5 Stairstep  Stairstep  Stairstep Recipients
1991 60.2 60.2 60.2 60.2 60.2 20,075
1992 63.5 63.2 63.2 62.8 63.0 21,153
1993 66.7 65.7 65.9 64.6 65.3 22,232
1994 69.9 67.6 68.3 65.8 67.2 23,310
1995 13.2 68.9 710.5 6c 68.6 2.4,389
1996 6.2 69.2 12.0 66. 69.4 25,384
1997 78.9 68.6 713.0 64.V 69.6 26,295
1993 81.6 67.0 13.5 63.2 69.3 27,208
1999 84.4 64.4 13.5 60.9 68.7 28,120
2000 86.8 60.5 12.8 57.9 67.6 28,949
2001 89.5 55.3 11.6 54 .4 66.1 29,817
2002 92.1 48.7 69.7 51.1 64.2 30,712
2003 94.9 40.4 66.9 48.0 62.0 31,634
2004 97.7 30.3 63.3 45.0 59.3 32,582
2005 100.7 24.9 59.4 42.3 56.3 33,560
2006 103.7 23.4 55.8 39.7 52.9 34,567
2007 106.8 22.0 52.4 37.3 49.6 35,604
2008 110.0 20.6 49.2 35.0 46.6 36,672
2009 113.3 19.4 46.2 32.9 43.8 37,172
2010 116.7 18.2 43.4 30.9 41.1 38,905

Prepared by the Legislative Research Agency, January 24, 1990. (90.183B) Revised



GRAPH 1

Longevity B onus Cost Comparison

Annual Costs

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

1 Current Program + SB 5 0 Annuity A 10-Yr X 15-Yr

Prepared by the Legislative Research Agency, January 24, 1990.



TABLE 3

LONGEVITY BONUS PROGRAM COMPARISON
CUMULATIVE COSTS
in Millions of Dollars

Fiscal ~ Current Annuity 10-Yr 15-Yr Number of
Year Program SB 5 Stairstep Stairstep  Stairstep Recipients
1991 60.2 60.2 60.2 60.2 60.2 20,075

1992 123.7 123.4 123.4 123.0 123.2 21,153
1993 190.4 189.1 189.3 187.6 188.5 22,232
1994 260.3 256.7 257.1 253.4 255.1 23,310
1995 333.5 325.6 328.1 319.7 324.3 24,389
1996 409.6 394.8 400.1 385.6 393.6 25,384
1997 488.5 463.4 473.1 450.5 463.2 26,295
1998 570.1 530.4 546.6 513.7 532.5 27,208
1999 654.5 594.8 620.1 574.6 601.2 28,120
2000 141.3 655.3 692.9 632.5 668.8 28,949
2001 §30.8 110.6 164.5 686.9 134.9 29,817
2002 922.9 7159.3 §34.2 138.0 199.1 30,712
2003 1,017.8 199.7 901.2 785.9 861.1 31,634
2004 1,115.6 8§29.9 964.5 §31.0 920.4 32,582
2005 1,216.3 §54.9 1,023.9 §73.2 976.7 33,560
2006 1,320.0 §78.3 1,079.7 912.9 1,029.6 34,567
2007 1,426.8 900.3 1,132.1 950.2 1,079.2 35,604
2008 1,536.8 920.9 1,181.3 985.2 1,125.8 36,672
2009 1,650.1 940.3 1,227.5 1,018.1 1,169.6 37,172
2010 1,766.8 958.5 1,270.9 1,048.9 1,210.7 38,905

Prepared hy the Legislative Research Agency, January 24, 1990. (90.183C) Revised,



GRAPH 2

Longevity Bonus Cost Comparison

Cumulative Costs

1 Current Program + SB 5 0 Annuity A 10-Yr X 15-Yr

Prepared by the Legislative Research Agency, January 24, 1990



Official Business

Alaska State Legislature

Senate

P.0O. BOX V

State Capitol

Juneau, Alaska 99811
W39
MEMORANDUM
TO: Senator Pat Pourchot, Chairman
Senate State Affairs Committee
FROM: Senator Jay Kerttula
SUBJECT: SENATE BILL 5 - relating to an annuity program

and amending the longevity bonus program

DATE: January 11, 1989

I would appreciate it very much if you would schedule a
committee hearing on Senate Bill 5 at your earliest
convenience. Since this legislation is identical to SB 56
last session, | am prepared to immediately provide the
necessary back-up to the Committee.

Thank you very much for your attention to this request.

from



Senator Pourchot
January 22, 1990

LONGEVITY BONUS/ANNUITY PROGRAM

1. A person who is 65 years old on or before January 1. 1991:

The person will collect $250 per month longevity bonus for
as long as he/she lives in Alaska. He/she will also collect
a full Permanent Fund Dividend each year.

2. A person who is between 50 and 64 on January 1. 1990:

Upon reaching age 65 this person will collect a declining
longevity bonus until such time as the Longevity Bonus
Program phases out around the year 2010. In addition, the
person may contribute his/her Permanent Fund Dividend into

an annuity account.

The monthly payment a person receives from their annuity
investment is determined by the amount of money in their
account, rate of return and life expectancy. Until such
time as enough money has accumulated in the annuity account
to guarantee a $250 per month payment, the person would need
to contribute all of his/her Permanent Fund Dividends to
ensure a combined longevity bonus and annuity payment of
$250 per month.

After the annuity payment reaches $250 per month, the person
may continue to deposit his/her Permanent Fund Dividend into
their account, in which case, the person would receive an
annuity payment greater than $250 per month.

3. A person who is under age 50 on January 1. 1991:

This person will not collect a longevity bonus at age 65.
The person will collect an annuity payment based upon the
amount of Permanent Fund Dividends that he/she contributed
into their annuity account. If one has accumulated a
substantial amount of money in their annuity account, upon
reaching age 65 the annuity payment would far exceed $250

per month.

Estimated age. Actual age depends on when the Longevity Bonus
Program phases out.

Note: The higher the Permanent Fund Dividends and/or interest
rates, the sooner the Longevity Bonus Program would phase out.
This would have the effect of rolling the younger persons in
category #2 into category #3. The lower the dividends and/or
interest rates, the longer it will take to phase out the Longe—
vity Bonus Program. This would have the effect of rolling the
older persons in category #3 into category tD2.
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Senator Pat Pourchot u%ﬁ%n
October 26, 1989

Mr. Robert Peters
1600 West 11th Avenue, #40
Anchorage, Alaska 99501

Dear Robert:

Thank you for attending last week®"s public hearing on
the Longevity Bonus program. As 1 said at the hearing, 1
fully understand the value of the program and support its
continuation. However the reality of declining oil revenues
cannot be ignored — we must explore ways of halting the
growing cost of the bonus program.

Several ideas were discussed at the hearing. The
Department of Administration will be doing further analysis
of these and I will keep you posted as information becomes

available. My own priority as discussion of the
alternatives continues is to ensure that those seniors
currently receiving the $250 bonus 11 lo so.

Thanks again for taking the t ) the
hearing

Sincerely/

enator Pat Pourchot



ALASKA STATE LEGISLATURE

SENATE STATE AFFAIRS. ANCHORAGE
CHAIR
PO. BOX 108H

ETHICS COMMITTEE. %%E’ﬂ—m
BA5

CHAIR

Senator Pat Pourchot JNEAU, AK GBI
October 26, 1989

Sybilla & Forrest Fuhr
P.O. BOX 100401
Anchorage, Alaska 99510

Dear Sybilla and Forrest:

Thank you for attending last week"s public hearing on
senior citizens®" housing and on the Longevity Bonus program.
As 1 said at the hearing, 1 fully understand the value of
the program and support its continuation. However the
reality of declining oil revenues cannot be ignored — we
must explore ways of halting the growing cost of the bonus
program.

Several 1ideas were discussed at the hearing. The
Department of Administration will be doing further analysis
of these and 1 will keep you posted as information becomes
available. My own priority as discussion of the
alternatives continues is to ensure that those seniors
currently receiving the $250 bonus continue to do so.

A lot of good information was presented on the topic of
senior housing, all of which will be helpful to the
legislature as we continue our work on financing and
incentive proposals.

I appreciate your interest on ~*~ - and will
keep you posted as additional heari iled.

Siznator Pat Pourchot
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Senator Pat Pourchot T, At
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Mr. Merritt Olson
1032 West 11th Avenue
Anchorage, Alaska 99501

Dear Merritt:

Thank you for attending last week"s public hearing on
senior citizens®™ housing and on the Longevity Bonus program.
As | said at the hearing, | fully understand the value of
the program and support its continuation. However the
reality of declining oil revenues cannot be ignored - we
must explore ways of halting the growing cost of the bonus
program.

Several 1ideas were discussed at the hearing. The
Department of Administration will be doing further analysis
of these and 1 will keep you posted as information becomes
available. My own priority as discussion of the
alternatives continues is to ensure that those seniors
currently receiving the $250 bonus continue to do so.

A lot of good information was presented on the topic of
senior housing, all of which will be helpful to the

legislature as we continue our work on financing and
incentive proposals.

I appreciate your interest on these ip-sues®j and will
keep you posted as additional hearings are scheduled.

Sincerely./

Senator Pat Pourchot



Sen. Pat Pourchot, Chairman
P.O. Box V

Sen. Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 99811

Sen. Tim Kelly
Sen, Rick Uehling 907-165-3712

Senate State Affairs Committee

October 26, 1989
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Dear Bette:
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Thanks again for being involved!
Sincerely,

Senator Pat Pourchot
Chairman
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Sen. Pat Poui”*hot, Chairman

P.O. Box V
Sen.Jan Faiks, Vice Chairman Stale Capitol
Sen. Al Adams Juneau, Alaska 99811
Sen. Tim Kelly
Sen, Rick Uehling 907-165-3712
Senate State Affairs Committee
October 26 198
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Dear Bob:
Thank you for your pa t| ipatl n |n last week's b||c hearin
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Thanks again for being |nvoIved!
Sincerely

8ﬁnator Pat Pourchot
alrman
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Sen. Pat Pourchot, Chairman

P.O. Box V
Sen.Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 99811
Sen. Tim Kelly
Sen, Rick Uehling 907-165-3712

Senate State Affairs Committee

October 26 1989
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Sincerely

8ﬁnator Pat Pourchot
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Sen. Pat Pourchot, Chairman

P.O. Box V
Sen. Jan Faiks. Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 98811
Sen. Tim Kelly
Sen, Rick Uehling 907-165-3712
Senate State Affairs Committee
October 26, 198
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Dear Rose:

Thank you for your pa t| ipati n | last week's public he rin
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Thanks again for being involved!
Sincerely,

Chairman
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Sen. Pat Pourchot, Chairman

P.O. Box V
Sen. Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alnska 99811
Sen. Tim Kelly
Sen. Kick Uehling 907-165-3712

Senate State Affairs Committee

October 26, 1989
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Thanks again for being mvolved!

Senator Pat Pourchot
Chairman



Sen. Pat Pourchot, Chairman
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Sen. Pat Pourchot, Chairman
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Sen. Al Adams Juneau, Alaska 99811
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Senate State Affairs Committee
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Dear Joan:

Thank you for your participation in last week's public hearin
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Thanks again for being |nvo|ved!

Sincerely,

Senator Pat Pourchot
Chairman
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Alaska State Legislature

Sen. Pat Pourchot, Chairman

P.O. Box V
Sen. Jan Faiks, Vice Chairman State Capitol
Sen. Al Adams Juneau, Alaska 99811
Sen. Tim Kelly p
Sen. Kick Uehling 907-165-3712

Senate State Affairs Committee

October 26, 1989

thy L. Arpold
B e Bl
Dear Dorothy:
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Dorothy, thanks again for sharing your views.

Sincerely,

8ﬁnator Pat Pourchot
alrman



1419 Sunrise -Y.
Anchorage, AK 99508
October 12,, 1989

Sen. Pat Pourchot, Chairman
Senate State Affairs Committee
Box V

State Capitol

Juneau, AK 99811

Bear Senator Pourchot:

Unfortunately I am not going to be iIn town to attend the
meeting concerning the Longevit y Bonus Program on the 19th.
Therefore, 1 am putting a few of my ideas on paper.

IT an annuity program is the answer to the present dilema

we are in by the Longivity Program please do not forget

that there are those in their Ffifties and early sixties

that will not have time or money to contribute to an

annuity because of age and retirement on a fixed income

and these need to receive the Longevity Bonus the same

as the younger ones 1in years to come. Secondly every

person 65 and over who requests the program should receive

it as long as they meet the Alaskan residency requirements.

In other words the program should NEVER be based on the amount
of money a person has. Those who have money for their retirement
years worked hard for it and planned ahead. Those classed as
poor were either poor planners or did not know how to take
care of what they had during their productive years. Since
many elderly people depend on the longivity check to get them
through 1 do not feel it should be cut.

I do not believe in limiting eligibility for the program as

I am tired of handing out things to the have nots who, for the
most part”~have done nothing to insure their Sr. |Irs. In my own
oaBe 1 did without, sometimes, in order to be able to save for
retirement years.

I would even like to see some of the rules of the Longivity =V

Program changed. One is allowed ninety days a year out of State/
as long as you are not gone over 30 days at a time. This means
that you could be gone 30 days each in June, Aug., and Oct.

and still receive your check but if you were gone for a total

of 90 days straight in June, July, and August you would lose

your check for one yr. To me this is not fair. By Motor Home

it takes a week Just to go and come from the nearest relative*s
home in the S.48. Since they are scattered | can*t possibly take
a trip and see them in a months time and enjoy it. No wonder
some Sr. Citizens have figured out how to cheat. I feel the rule
should read 90 days out of State because everyone should have
enough time then for visits without cheating.

>rothy Arnold
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Sen. Pat Pourchot, Chairman
P.0O. Box V

Sen.Jan Faiks, Vice Chairman Stale Capitol
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Sen, Kick Uehling 907-165-3712

Senate State Affairs Committee

October 26, 19809
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