
hasmith
ALASKA PUBLIC EMPLOYEES RETIREMENT SYSTEM

hasmith
Actuarial Valuation as ofDecember 31, 1972

hasmith
MARSH & McLENNAN



October 15, 1973 

Mr. Joseph R. Henri 
Commissioner of Administration 
State  of Alaska 
Pouch C 
Juneau, A1 as ka 99801 

Dear Cmmi ssi oner Henri : 

A t  your request, we have completed an actuarial  valuation of the 
Alaska Public Employees' Retirement System as of December 31, 1972, 
in  order t o  examine the financial  s ta tus  of the System and t o  determine 
the Employer contribution ra tes  for  the 1974-75 f i sca l  year. 

The resu l t s  of our valuation, included i n  this report ,  a re  based upon 
employee data and financial  information supplied by your Department 
and actuarial  assumptions and methods chosen by the Actuary. 

On the basis of th i s  data and the actuarial  method and assumptions 
described i n  t h i s  report ,  I ce r t i  
and be l ie f ,  the attached statements a 

NSL:rs 
Attachments 

Marsh 6 McLennan Incorporated, Norton Building, Seattle, Washington 98104 206/624-7900 
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SECTION I 

INTRODUCTION 

In accordance with your request, we have performed an actuarial  valuation 

of the Alaska Public Employees' Retirement System as of December 31, 1972. 

The purposes of the valuation are:  

(a)  To examine the s ta tus  of funding of the System. 

(b) To establ ish contribution ra tes  f o r  the S ta te  of Alaska 

and a l l  other participating employers f o r  the 1974-75 

f i s ca l  year based upon the provisions of the System as  

of the val ua t i  on date. 

This valuation report  r e f l ec t s  three substantial  changes in actuarial  

procedure: 

(a) .In prior valuations, contribution ra tes  were based upon 

an ent i re ly  separate actuarial  determination fo r  each 

participating employer. In t h i s  report ,  each employer ' s 

contribution r a t e  was determined as  the sum of:  

( I )  A consolidated employer contribution r a t e  which i s  

determined uniformly f o r  a1 1 participating employers 

w i t h  respect t o  future service and 

(2) A r a t e  designed to  amortize the l i a b i l i t i e s  f o r  benefits 

earned t o  the valuation date by the employees of the 

employer over 40 years. 



(b) In order to  allow each employer t o  more eas i ly  budget f o r  

contributions t o  the System, a new actuarial  valuation/ 

contribution cycle has been in i t i a t ed .  Previously, the 

actuarial  valuation as of the end of a year served a s  the 

basis f o r  contribution levels  effect ive on July 1 of the 

following year. (E.g., the actuarial  valuation as of 

December 31, 1971, served as the basis fo r  contribution 

ra tes  in the 1972-73 f i sca l  year. ) Under t h i s  arrangement, 

with the inevitable time lags involved, valuation r e su l t s  

were normally not available until  May; less  than two months 

before new contribution levels  were to  be effect ive.  

The new cycle provides tha t  the actuarial  valuation as of the 

end of a year will serve as the basis f o r  contribution levels  

e f fec t ive  on July 1 of the second following year. (E.g . ,  t h i s  

actuarial  valuation as of December 31, 1972 will  serve as the 

basis fo r  contribution ra tes  fo r  the 1974-75 f i sca l  year.)  

Although there i s  an 18-month lag between the valuation date 

and the effect ive date of new contributions, t h i s  presents no 

major actuarial problem so long as this cycle i s  applied 

consistently from year t o  year. 

(c) Based upon a turnover study w i t h  respect t o  State employees 

fo r  the period from January 1, 1970 through December 31, 1971, a 

new turnover scale  has been adopted. I t  is  our feeling tha t  this 
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scale more closely approximates actual turnover among the 

C group of participating employees than did the old scale.  

The ef fec t  of t h i s  scale i s  to  substant ial ly  reduce l i a b i l i t i e s  
rr 

and contribution levels in the System. 

C 

In addition, a new assumption as to  fu ture  salary increases 

F has been adopted. In prior valuations an assumed r a t e  of 

annual salary increases of 3 1/2% p e r  year  was u t i  1 ized. 

T h i s  r a t e  has been increased t o  5% for  t h i s  valuation. 

In order t o  establish the new actuarial  valuation/contribution cycle 

described i n  (b) ,  above, contribution ra tes  f o r  the 1973-74 f i sca l  year 

were developed on the basis of: 

(1) Asset values and data on participating employees *as 

o f  December 31, 1971, 

(2) The new actuarial  valuation method described in ( a ) ,  above, and 

(3)  The new turnover assumption described in (c)  above. 

On the following page you will find sumarized the s ignif icant  resul t s  

of th i s  valuation w i t h  respect to  the benefits of the System as  i t  

existed on the valuation date. 



----- Pension Cost--- 
Percent Present Unfunded 

Estimated o f  Value o f  A1 1 ocated L i ab i  1 i t y  
Do1 1 a r  Involved A l l  Accrued Assets as o r  

Ernpl oye r Amount Payro 1 1 Benef i ts  o f  12/31/72 (Surplus) 

(1) State o f  Alaska 4,207,853 4.27% 31,862,369 40,701,118 (8,838,749 ) 

(2) C i t y  o f  Skagway 3,966 ,5.53% 20,385 11,150 9,070 

(3) C i t y  and Borough 
o f  S i t ka  94,496 6.22% 615,360 242,038 373,322 

(4)  City o f  Fairbanks 215,964 8.30% 3,005,228 1,440,714 1,564,514 

(5) City o f  Haines 4,695 4.63% 23,659 26,440 (2,781) 

(6) Univers i t y  o f  
A1 as ka 710,790 4.91% 3,256,639 2,956,922 299,717 

(7) City o f  Valdez 10,660 5.20% 33,554 19,000 14,554 

(8) City o f  Kodiak 47,447 5.61% 237,269 118,847 118,422 

(9) Alaska Municipal 
League 3,446 5.54% 18,112 10,133 7,979 

(10) City o f  Kenai 50,523 4.85% 192,403 182,338 10,065 

(11) Anchorage Borough 
Schools 1,276,872 5.23% 5,370,031 3,518,452 1,851,579 

(12) Greater Anchorage . 
Borough 441,467 4.78% 1,610,841 1,625,747 (14,906 ) 

(13) North Star 
Borough 107,901 7.26% 1,456,720 828,352 628,368 

(14) Ketchi kan Gateway 
Borough 7,623 4.33% 16,871 30,639 (13,768) 

(15) Matanuska-Susi tna 
Borough 43,332 5.78% 469,665 341,877 127,788 

(16) C i t y  o f  Soldotna 2,805 5.16% 13,751 10,270 3,481 

(17) C i t y  and Borough 
o f  Juneau 278,436 4.94% 1,850,404 1,708,413 141,991 

TOTAL 



SECTION I1  

ANALYSIS OF THE VALUATION 

A. Actuar ia l  Assumptions 

(1) Turnover 

I n  the per iod fo l low ing  the presentat ion o f  our l a s t  a c t u a r i a l  valuat ion,  

we performed a  turnover study on the basis o f . t h e  data used i n  our 

ac tua r i a l  valuat ions as o f  December 31, 1969, 1970, and 1971 f o r  Sta te  

employees. The study covered calendar years 1970 and 1971. 

Although the data used contained flaws, the r e s u l t s  o f  t h a t  study, when 

examined i n  r e l a t i o n  t o  c o l l a t e r a l  turnover in format ion developed by 

the State, appeared t o  be conservative. 

As a r e s u l t ,  we have developed a  new turnover t a b l e  t o  be used i n  t h i s  

and f u t u r e  ac tua r i a l  valuat ions o f  the System. This t ab le  appears on 

page 16. 

This t ab le  was f i r s t  used t o  develop employer con t r i bu t i on  ra tes  f o r  

the 1973-74 f i s c a l  year. The e f f e c t  o f  the use o f  t h i s  t a b l e  was t o  

subs tan t i a l l y  reduce ac tua r i a l  l i a b i l i t i e s  and employer con t r i bu t i on  

leve ls .  

(2) A1 though the average pay leve ls .  f o r  P. E.R.S. pa r t i c i pan t s  was lower 
C 

as o f  December 31, 1972, than as o f  December 31, 1971, an increase i n  



the salary increase assumption i s  reasonable a t  t h i s  point. Based 

upon our experience, the new assumption remains conservative. 

The ef fec t  of this increase is  t o  o f f se t ,  t o  some extent,  the 

e f f ec t  of the new turnover assumption. 

6. Actuarial Method 

- In addition t o  the changes i n  the actuarial  assumptions, the actuarial  

val uati on method has been changed. - 

In prior actuarial  valuations of the System, we have made determinations 

of employer contribution ra tes  fo r  each employer group separately. 

We have discussed, a t  various times over the l a s t  three years, the 

possibi l i ty  of developing contribution levels  on a consolidated basis. 

I t  is our opinion tha t  a consolidated employer contribution r a t e  can 

be developed on an equitable basis w i t h  respect t o  future benefit  

accruals only, as each employer has his own pattern of pr ior  service 

accrual . 

Thus ,  i t  has been decided by the Administration, upon our recommendation, 

t ha t  the employer contribution rates  be determined as  follows : 

(1) A consol idated employer contribution r a t e  i s  developed 

w i t h  respect t o  service a f t e r  the valuation date only. 

(2) An additional contribution r a t e  i s  developed fo r  each 

employer group which i s  suf f ic ien t  t o  l iquidate  the 



unfunded l i a b i l i t y  for  service prior t o  the valuation 

date for  the members of tha t  group over a period of 

40 years. 

C. Effect of Changes in Actuarial Procedure 

The changes in actuarial  procedure described above combine t o  generate 

a s ignif icant  reduction in actuarial  l i a b i l i t i e s  and employer contr- 

bution levels. 

Exhibit 4 on page 25 i l l  ustrates the e f fec t  of these procedures w i t h  

respect t o  employer contribution levels developed for  f i sca l  years 

1972-73, 1973-74, and 1974-75. I t  should be noted tha t  employer contr- 

bution rates  f o r  1973-74 are based upon the same asse t  values and 

employee data used t o  devel op 1972-73 contri bution 1 eve1 s . Thus,  

the en t i r e  difference between these se t s  of contribution levels is due 

to  the ef fec t  of such new procedures. 

D. 1974-75 Contribution Levels 

Clearly, there has been a general reduction in contribution levels 

fo r  1974-75 as  compared with those for  1973-74. 

The factors  which influence actuarial  l i a b i l i t i e s  for  act ive participants 

are  as follows: 



Previous Valuation Current Valuation 

(1) Average Age 38.56 years 37.37 years 

(2) Average Earnings $12,637 $11,280 

(3) Average Service t o  
Valuation Date 

(4)  Number of Active 
Participants 

4.43 years 3.66 years 

These factors have combined to  reduce accrued benefit  l i a b i l i t i e s  from 

In addition, due to  the substantially increased contribution ra tes  in 

e f fec t  in the l a s t  s ix  months of calendar 1972 and the e f fec t  of 

investment performance during the year, the available asse ts  of the 

System grew from $40,778,241 to  $53,772,450, an increase of nearly 

32%. 

Thus, unfunded accrued benefit 1 iabi 1 i  t i e s  as of the valuation date 

a r e  down substantially from those of the previous valuation. 

The factors  shown above p l u s  the introduction of the new salary increase 

assumption have served t o  increase the consolidated employer contribution 

ra te  from 4.76% t o  4.79% th i s  year. 

Finally, i t  should be noted tha t  the employee data provided as  of 

December 31, 1972, was of a lesser  quality than tha t  fo r  the previous 

year. For example, l a s t  year 83% of the records provided on act ive 
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employees contained complete information, whi le  on ly  61% o f  records on - 
ac t i ve  l i v e s  provided t h i s  year were complete. This comment r e f e r s  

on ly  t o  pieces o f  data which were missing. It does n o t  speak t o  the 

accuracy o f  the data i n  records which were complete. 

The problem o f  the qua1 i t y  o f  the data provided remains a concern. 

Although some work has been done t o  c lean up the data, a cont inu ing 

e f f o r t  i s  needed t o  resolve t h i s  problem on both a cu r ren t  and a 

cont inuing basis. 

E. Treatment o f  Ret i red Lives 

As ind ica ted  i n  the previous va lua t ion  repor t ,  assets he ld  t o  support 

r e t i r e d  l i f e  bene f i t s  a re  now accounted f o r  separately from employer 

and employee con t r i bu t i on  accounts. 

As o f  the va luat ion date, the l i a b i l i t y  f o r  r e t i r e d  l i v e s  was $10,365,191. 

This compares t o  a r e t i r e e  reserve as o f  t h a t  date o f  $1,476,859. 

Thus, as o f  the va luat ion date, there was a d e f i c i t  i n  t h a t  account of 

$8,888,332. This condi t ion has been subs tan t i a l l y  corrected since the 

va luat ion date. 

Although r e t i r e d  l i f e  l i a b i l i t i e s  were no t  a f a c t o r  i n  developing 

employer con t r ibu t ion  ra tes,  the d e f i c i t  i n  the r e t i r e e  reserve account 

was taken i n t o  account by reducing assets a t t r i b u t a b l e  t o  the State by 

the amount o f  t h i s  d e f i c i t .  



I t  i s  c lear  tha t  

method have comb 

SECTION I11 

SUMMARY AND CONCLUSIONS 

the use of new actuarial  assumption and a new 

ined to  substant ial ly  reduce employer contributi  

actuarial  

on 1 eve1 s . 

Based upon the actuarial  assumptions outlined in Appendix 2 ,  the funding 

o f  the System i s  a t  a substantial  level and continues t o  progress 

sa t i s fac tor i ly .  

There i s  no question, however, tha t  the qual i ty  of t h i s  and any actuarial  

valuation depends d i rec t ly  on the quality of the employee information 

on which i t  i s  based. I  urge tha t  the current e f fo r t s  t o  clean up 

the existing data and t o  establish procedures, manual and machine, which 

will ensure tha t  such data wi I1 remain adequate and accurate, be continued. 
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APPENDIX 1 

ACTUARIAL METHOD 

The ac tua r i a l  method used i n  t h i s  va luat ion i s  known as the Aggregate 

Method w i t h  Supplemental L i a b i l i t y .  Under t h i s  method, the Consolidated 

Employer Cont r ibut ion Rate i s  determined as fo l lows  : 

(1) The present value o f  a l l  bene f i t s  accrued and expected t o  be 

earned i n  the f u t u r e  f o r  non-re t i red pa r t i c i apn t s  i s  ca l -  

culated, tak ing i n t o  account expected l eve l s  o f  mo r ta l i t y ,  

turnover, d isab i  1 i t y  , salary  increases , and investment per- 

formance. 

(2) Such present value o f  bene f i t s  i s  reduced by the sum o f :  

(a) The present value o f  f u t u r e  employee cont r ibut ions,  

tak ing i n t o  account the same items as enumerated i n  

(1)  above. 

(b)  The t o t a l  l i a b i l i t y  f o r  bene f i t s  earned t o  the 

va luat ion date. 

The remainder i s  the por t ion  o f  the present value o f  f u t u r e  

bene f i t s  t o  be funded by employer con t r ibu t ions  a t  the 

Consolidated Rate and i s  ca l l ed  the "Present Value o f  Future 

Empl oyer Normal Costs . " 
( 3 )  The Consol idated Employer Cont r ibut ion Rate i s  determined by 

d i v i d i n g  the Present Value o f  Future Employer Normal Costs by 

the present value o f  f u tu re  sa lar ies ,  ca lcu la ted tak ing  i n t o  

account those fac tors  enumerated i n  i tem (1) above. 
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The to ta l  Employer Contribution Rate f o r  each participating employer 

I i s  the Consolidated Employer Contribution Rate plus tha t  contribution 

ra te  su f f i c i en t  t o  fund the unfunded accrued benefit l i a b i l i t i e s  of 
.3 

such employer over 40 years. 

This method effect ively spreads the portion of the to t a l  projected 

C3 present value of benefits t o  be financed by future employer contributions 

over the expected future working l i fe t ime of the currently covered group. 

I t  has the advantage t h a t  the e f fec t  of actuarial  gains and losses 

(which a r i se  from actual experience t h a t  deviates from the actuarial  

assumptions used) i s  automatical l y  spread over t h i s  period. 



APPENDIX 2 

ACTUARIAL ASSUMPTIONS 

The following assumptions were used as  the basis .for the valuation 

included in the report: 

(1) Investment Yield: 5% per annum, net of expenses. 

( 2 )  Assets: Valued a t  cost .  

(3)  Experience : Active Employees 

(a) Retirement Age - Police & Fire 

- Others 

55 o r  20 years 
service. 

60 o r  30 years 
service. 

(b) Disabili ty - See attached Schedule I .  

(c) Separation - See attached Schedule 11. 

( d )  Mortality - 1951 Group Annuity Projection "C" to  1965. 

(e)  Earnings Progression - 5% increase per year. 

(4) Experience : Pensioners and Beneficiaries 

(a) Mortality - Retired - 1951 Group Annuity Projection "C" t o  
1965. 

(b)  Disabled - 1944 Disabled Rai 1 way Employees Sel e c t  Mortal i t y  
Tab1 e.  

(5) Loading: None 



Age 

Schedule I 

PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

Disabi 1 i ty Rates 

~ l i  Employees 

Annual Rates Per 1,000 Employees 

Rate - Rate - 



Schedule I1 

STATE OF ALASKA 

VALUATION TURNOVER RATES 

Age 

20 
2 1 
22 
23 
24 
25 
26 
2 7 
28 
29 
30 
31 
32 
33 
34 
3 5 
36 
37 
38 
39 
40 
4 1 
4 2 
4 3 
4 4 
45 
46 
4 7 
48 
4 9 
50 
5 1 
5 2 
53 
54 
55 
56 
5 7 
58 
59 
60 

Female 



APPENDIX 3 

PARTICIPANT DATA 
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MISCELLANEOUS INFORMATION 

ACTIVE MEMBERS OF THE 

ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

In format ion as o f  
December 31, 1971 December 31, 1972 

(1) Number o f  a c t i v e  pa r t i c i pan t s  12,053 14,028 

(2) Number w i t h  complete in format ion 9,969 8,602 

(3) Average Age 

(4) Average Service t o  date 

(5) Average Salary 

38.56 years 37.37 years 

4.43 years 3.66 years 

12,637 11,280 



APPENDIX 4 

ACTUARIAL DETERMINATIONS 



EXHIBIT 1 

DEVELOPMENT OF CONSOLIDATED 

EMPLOYER CONTRIBUTION RATE 

FOR 1974-75 

Present Value of Fully Projected Benefits for.  
Non-Retired Participants 

Present Value of Benefits Earned t o  December 31, . 

1972, by Non-Reti red Participants 

Present Value of Future Member Contributions 

Present Value of Future Consolidated Employer 
Contributions ((1)-(2)-  (3) )  

Present Value of Future Salaries 

Consolidated Employer Contribution Rate ( (4 ) / (5 ) )  



EXHIBIT 2 

Reti rement Benef i t 

D i  sabi 1 i t y  Benefit 

Death Benef i t s  

Termination Benefits 

BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

Present Value of Present Value of 
Accrued Benefit Ful ly Projected Benefit 

Contributions plus interest 
for non-vested , inactive 
members 

Total Present Value of - 

Benefits for a1 1 Non-reti red 
Members $50,053,085 

Present Value o f  Benefits 
for Pensioners and other 
inactives 

Total Present Value 
of Benef i t s  



EXHIBIT 3 

DEVELOPMENT OF PAST SERVICE RATES 

FOR 1974-75 

(a (b 1 (4 
Unfunded L i a b i l i t y  Payment t o  Amort ize 

(d 1 
Past Serv ice  

Empl oyer o r  (Surpl us ) L i a b i l i t y  - 40 years Sa la r ies  Rate ( ( b ) / ( c ) )  

S ta te  o f  Alaska (8,838,749) (515,594) 98,544,560 (. 52%) 

City o f  Skagway 9,070 529 71,725 .74% 

C i t y  and Borough 
o f  S i t k a  373,322 

C i t y  o f  Fairbanks 1,564,514 91,263 2,601,981 3.51% 

City o f  Haines (2,781 ) (162 ) 101,401 (. 16%) 

U n i v e r s i t y  o f  
A1 as ka 299,717 17,483 14,476,368 .12% 

City o f  Valdez 14,554 849 205,000 .41% 

C i  ty o f  Kodiak 118,422 6,908 845,761 .82% 

Alaska Munic ipal  
League 7,979 

C i  ty  o f  Kena i 10,065 587 1,041,717 .06% 

Anchorage Borough 
Schools 1,851,579 

Greater Anchorage 
Borough (14,906 ) 

North Star  
Borough 

Ketchi kan Gateway 
Borough (13,768) 

Matanuska-Susi t na  
Borough 127,788 

City o f  Soldotna 3,481 20 3 54,360 .37% 

C i t y  and Borough 
o f  Juneau 



EXHIBIT 4 

COMPARATIVE EMPLOYER CONTRIBUTION RATES 

Empl oyer 1974-75 1973-74 

State o f  Alaska 4.27% 5.41% 

City o f  Skagway 5.53% 5.79% 

City and Borough 
o f  S i  t ka  6.22% 6.45% 

City o f  Fairbanks 8.30% 6.22% 

City o f  Haines 4.63% 6.13% 

Un ivers i t y  o f  
A1 as ka 

City o f  Valdez 5.20% 5.43% J' 

City o f  Kodiak 5.61% 6.94% 

Alaska Municipal 
League 5.54% 6.58% 

C i t y  o f  Kenai 4.85% 5.33% 

Anchorage Borough 
Schools 5.23% 6.09% 

Greater Anchorage 
Borough 4.78% 5.80% 

North Star 
Borough 7.26% 5.71% 

Ketchi kan Gateway 
Borough 4.33% 4.76% 

Matanuska-Susi tna 
Borough 5.78% 6.74% 

City o f  Soldotna 5.16% 4.76% 

C i t y  and Borough 
o f  Juneau 4.94% 

- 25 - 



SUMMARY OF THE PROVISIONS 

OF THE 

ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

AS OF 

DECEMBER 31, 1972 



PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

1. PLAN 

Public Employees' Retirement System of Alaska 

2. EFFECTIVE DATE 

January 1, 1961 

3. AMENDED 

April 19, 1961 
April 19, 1962 
February 18, 1964 
May 29, 1964 
July 1, 1964 
May 12, 1966 
April 3, 1968 
July 1, 1968 
July 1, 1970 
July 1, 1972 

4. ADMINISTRATION OF PLAN 

The Commissioner of Administration is responsible for 

administration of System, Pub1 i c Employees Retirement 

Board adopts rules and regulations to carry our provisions 

of the Act, Commissioner of Revenue invests the Fund. 

5. EMPLOYERS IKLUDED 

State of Alaska and any political subdivisions and public 

or quasi -pub1 ic organizations thereof (as of December 31, 1972, 

there were: 16 participating employer groups in addition to 

the State). 



6. EMPLOYEES INCLUDED 

A1 1 regular f u l l  -time employees of the State and participating 

pol i t ica l  subdivisions, exclusive of those covered by the 

Alaska Teachers Retirement System, The Alaska Judges System, 

or  any employee on whose behalf the State is making contribu- 

t i ons  t o  another Retirement System. Elected off i cia1 s may e lec t  

t o  participate a t  the i r  option. 

7. SERVICE CONSIDERED 

Future: 

Hire or 1/1/61, i f  l a t e r ,  t o  date of termination, death, or  

retirement. If an individual earns a t  l eas t  3 years of credited 

service a f t e r  1/1/61, he obtains c red i t  fo r  a11 service rendered 

pri or t o  1/ l/6 1. 

Past : 

Service credi t  for  a l l  service w i t h  State  and Territory prior  

t o  January 1, 1961, i f  the employee completed three years of 

service a f t e r  January 1, 1961. Elected of f ic ia l  has past service 

credi t  only i f  he pays contributions fo r  a l l  of his service 

a f t e r  January 1, 1961. Service w i t h  po l i t ica l  subdivision prior 

t o  effect ive date included a t  option of pol i t ica l  subdivision. 

Break i n  Future Service: 

Any termination. B u t  i f  employee returns and makes contribution 

equal to  refund paid plus in t e res t ,  the service before the break 

i s  reinstated. 



8. COMPENSATION CONSIDERED 

Total compensation during three consecutive cal endar years of 

credited service which yield the highest average monthly 

compensation (total compensation during period divided by number 

of months included). 

9. EMPLOYER CONTRIBUTIONS 

Separate contribution rate for each employer to be: 

Amount which would amortize a1 1 future service 1 iabil ities (less 

value of employee contributions) over the future working lifetime 

of the covered group and unfunded past service liabilities over 

40 years. 

10. EMPLOYEE CONTRIBUTIONS 

Mandatory Employee Contributions : 

Pol ice & Fire - 5% 
Other - 4 114% 

Refund at Termination (no vesting): 

Return of voluntary and mandatory contributions with interest. 

Refund at Death: 

If no widows pension payable, return of voluntary and mandatory 

contributions with interest. 

11. NORMAL RETIREMENT BENEFIT 

Eligibility: 

Age 55 or 20 years - P & F 

Age 60 or 30 years - Other 



Type : 

Life only with optional jo in t  and survivor benefit 

(actuarial  ly  reduced). 

Amount: 

1 1/2% of f i r s t  10 years, 1 3/4% of next 10 years, 2% of years 

i n  excess of 20 of highest 3 consecutive year average - Other. 

2% f i r s t  10 years, 2 1/2% excess of highest consecutive 3 year 

average salary - Police & Fire.  

12. EARLY RETIREMENT BENEFIT 

El ig ib i l i ty :  

Age 50 and 5 years service - P & F 

Age 55 and 5 years service - Other 

Type : 

Life only 

Amount : 

Actuarial equivalent of Normal Retirement Benefit based on 

service and compensation t o  ear ly retirement date. 

13. DEFERRED VESTED BENEFIT 

El ig ib i l i ty :  

5 years of service. 

Type : 

Life only or jo in t  and survivor benefit  (actuarial  l y  reduced). 

Amount: 

Monthly benefit begins on employee's Normal Retirement Date. 

Amount determined the same as normal retirement benefit taking 

into account compensation and service prior to  termination. 
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14. DISABILITY BENEFIT 

Occupational Disabi 1 i t y  : 

E l i g i b i l i t y :  

No age o r  serv i ce requ i  remen t s  . 
Type : 

Monthly b e n e f i t  payable u n t i l  death o r  recovery. 

Amount: 

213 o f  gross monthly compensation - P & F: 

Normal Retirement Benef i t  assuming t o t a l  serv ice t o  age 60 

o r  t o  date, i f  l a t e r ,  a t  the cur rent  l eve l  o f  compensation 

and 75% J & S opt ion - Other. Terminates a t  Normal Retirement 

Date w i t h  f u l l  normal re t i rement  bene f i t  commencing. 

Non-Occupational Disabi 1 i ty : 

E l i g i b i l i t y :  

5 years o f  service. 

Type : 

Monthly bene f i t  payable u n t i  1 

Amount: 

Same as vested b e n e f i t  except 

15. DEATH BENEFIT BEFORE RETIREMENT 

Occupational : 

No age o r  serv ice requirements. 

death o r  recovery. 

payments commence immedi ate1 y.  

Benef i t :  75% o f  occupational d i s a b i l i t y  b e n e f i t  t o  spouse - 
Other. 

F u l l  pay continues t o  spouse t o  Normal Retirement Date w i t h  f u l l  



Normal Retirement Benefit t o  spouse a f t e r  Normal Retirement 

Date - P & F. 

After Occupational Disabili ty:  75% of Occupation Disabi l i ty  

paid t o  disabled employee continued t o  spouse - Other. 

Full occupational d i sab i l i t y  benefit continued to  spouse - P & F. 

Non-Occupational : 

If no widow's benefit i s  payable, lump sum death benefit  of 

$1,000 plus $100 per completed year of service plus the pa r t i c i -  

pant's contributions w i t h  in te res t .  

DEATH BENEFITS AFTER RETIREMENT 

The employee's beneficiary receives a lump sum equal t o  the 

excess of his contribution account irnmedi ate1 y prior to  retirement 

over the sum of the pension payments previously received by the 

employee . 

POST-RETIREMENT PENSION ADJUSTMEIJT 

Commissioner of Administration may recommend post-retirement 

increases on account of increasing cost  of l iv ing  up t o  four 

percent each year. 

COST-OF- L IV I NG ALLOWAFKE 

A re t i red  employee who rem aska i s  e l ig ib le  f o r  an 

additional allowance equal t o  the increase i n  benefit t h a t  resu l t s  

when his primary Social Security benefit i s  mu1 t ip l i ed  by the 

r a t i o  tha t  the cost of l iving i n  Alaska bears t o  the cost of 

l iving in other s t a t e s  of the U.S. A widow receiving a widow's 

pension receives three-fourths of this a1 1 owance. 



19. OPTIONAL EMPLOYEE SAVINGS ACCOUNT 

An employee can voluntarily contribute up t o  5% of his compensation. 

T h i s  amount i s  recorded i n  a separate account and i s  payable: 

(a) i n  the event of termination before retirement f o r  a 

reason other than death, as  a lump sum to  the employee, 

(b) i n  the event of termination on account of death, as  a 

lump sum to  the employee's beneficiary, 

(c) on retirement, as a lump sum, l i f e  annuity on cash 

refund basis or installments over limited period. 




