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iilr. Joseph R .  tlenri 
Comini ss i  oner of Administration 
State  of A l a s k a  
Pouch C 
Juneau , A7 as ka 99801 

Dear Con~ini ss i  oner Ilenri : 

A t  your request, we have completed an actuarial  valuation of the 
Alaska Teachers' Retirement System as of June 30, 1972, in order 
t o  examine the financial s ta tus  of the System and to  determine 
the  Employer-State contribution ra tes  f o r  the 1973-74 year. 

The r e su l t s  of our valuation are included in t h i s  report ,  based 
upon employee data and financial information supplied by your 
departxwt.  

On the basis of th i s  data and the actuarial  method and assumptions 
described in t h i s  report ,  I cer 
and be1 ief , the attached statements a re  

FlSL:dk 
Attachments 

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

INTRODIJCT IOW 

In accordance c.~ith your request, we have completed a valuation of the 

Alaska Teachers' Retirement System as of June 30, 1972. The purpose 

of th i s  valuation i s  t o  examine the s tatus  of the funding of the 

System and to  establish the pension cost as a percentage of payroll 

f o r  the year beginning July 1 ,  1973. 

Several changes have been made in the System by the l eg i s l a tu re  since 

the previous valuation. The changes which a f fec t  the valuation 

s ignif icant ly a re  as follows : 

(1 )  Normal retirement age has been reduced to  the 

ear l  i e r  of :  

( a )  The attainment of age 60 and completion of 

15 years of creditable service,  and 

(b) The completion of 30 years of credi tab1 e 

service a t  any age. 

( 2 )  The benefits provided under the System t o  current 

r e t i r ees  were changed to  provide: 

(a)  For those who ret i red prior t o  July 1 , 1972, 

the benefit i s  recalculated to  r e f l ec t  the 

current 2% benefit r a t e  per year o f  service.  



( b )  For those \iho re t i red  p r io r  t o  Ju ly  1 ,  1971, the 

n1iniin.m bencfi'i has been increased t o  the  sna l l e r  

of ( i  ) $15 per month per year of c red i tab le  se rv ice  

and (ii ) $375 per month. 

The nunb2r of  years o f  membership service  required f o r  

e l  i gi b i  1 i t y  f o r  servi  ce r e t i  renent , deferred benef i t s  

and defer red vested benef i t s  has been reduced from 

10 years t o  8 years.  

The s ign i f i c an t  r e s u l t s  of t h i s  valuati'on a r e  as  fo1 lows: . 

(1)  Pension Cost 

Cornbi ned En~ployer-State Cost 
D o l l a r c o s t  % o f  P a y r o l l .  - 

( a )  Previous Valuation (6-30-70) 
Plan then in e f f e c t  $4,928,849 9.23% 

(b)  Previous Valuation (6-30-70) 
Current Plan $5,468,065 10.24% 

(c)  Current Valuation $7,930,410 10.29% 

(2)  Funding Sta tus  - Accrued benef i t  basis  

(1 1 
Present Value of 

(2 (3)  
Funding Ratio 

Accrued Benefits Assets ( 2 ) / ( 1 )  

Previous Valuation 
(6-30-70; . $ 75,862,766 $32,623,566 43% 

Current Val uat i  on $1 02,785,432 $58,399,066 57% 



SECTION I 1  

ANALYSIS O F  VALUATION 

II) 

I .  Actuarial As.su!:~otions 

(C 

Tile actuarial  assuinptions used in t h i s  valuation (uhich are  fu l ly  

described i n  Appendix 2 )  are nearly identical t o  those used in 

- the previous valuation of the System. 

The most s ignif icant  of the assumptions in terms of the i r  e f fec t  

on pension l i a b i l i t i e s  are the assumptions regarding projected 

future salaries ' ,  levels of turnover and the long term investment 

performance of the fund. 

In essence, the salary scale used r e f l ec t s  the following ra tes  

of annual salary increases: 

( a )  Ages 20 - 39; 4% 

(b)  Ages 40 - 49; 2% 

( c )  Ages 50 and over; 1% 

Clearly, these projections understate the increases i n  

over the l a s t  few years. To the extent tha t  sa la r ies  
0 

ra tes  in excess of those used here, actuarial  losses w 

y levels 

increase a t  

i l l  accrue. 

The s ingle  change in the actuarial  assumptions used i n  this  valuation 
I 

i s  an increase in the ra te  of investment return from 4-3/4% per annum 



- 
This .change was effected in view of the current active level of 

managemnt of the assets of the fund. This i s  ir,deed an 
II. 

encouraging sign in that  investment return can be a strong 

I influence in controlling Employer-State contribution requirements. 

To the extent tha t  the investclent return on the fund exceeds tha t  

assumed, actuarial  gains accrue t o  the System. 

The level of turnover among the members of the System af fec ts  the 

number of individuals who may ultimately receive benefits from the 

System. To the extent tha t  actual turnover exceeds our expectations, 

actuarial  gains accrue to  the System. To the extent that  expected 

turnover exceeds actual experience, actuarial  losses accrue. The 

f a c t  t ha t  former members may return and re ins ta te  the i r  previous 

service c red i t  and.the 8 year vesting provision soften the e f f ec t  

of any potential actuarial  gains from turnover. 

11. Member Data 

As you know, we performed no actuarial  valuation of the Alaska Teachers' 

Retirement System as of June 30, 1971. The reason that  no such 

valuation was performed was tha t  the information available on members 

o f  the System was in exti-emely poor shape. A large percentage of 

the records provided were incomplete in some respect. 

In the previous year (June 30, 1970), the data was not much bet ter .  

O u t  of a to ta l  of 6,249 records on active members, only 3,810 (or 61%) 

were complete. I 



L 

This year the  information provided i s  so~nelwhat be t te r .  The member 

LI 
data f i l e s  a re  the  subject  O F  a  complete review with an eye to :  

( 1  C1eanit:g u p  the  current  information avai lable ,  and 

C ( 2 )  Ensuring t h a t  the f i l e s  remain in good order.  

The review was not ye t  complete when the  membership information f o r  
I 

t h i s  valuation was requested. However, the data provided was of 

I 
s ign i f i c an t l y  higher qua l i ty  than t ha t  provided i n  previous years .  

LI O u t  of a t o t a l  of 7,859 records provided w i t h  respect  t o  ac t ive  

members, 5,504 (o r  70%) a r e  complete. In addi t ion,  from co l l a t e r a l  

sa la ry  information avai lable  i t  appears t h a t  most of the  2,355 

records which are  defect ive  a r e  dupl icates  of good records. Thus, 

we have a s e t  of data which i s  s i gn i f i c an t l y  superior to  those 

provided i n  previous years .  

111. Results of Valuation 

Based upon t h i s  ac tuar ia l  valuation o f  the  System, the  required 

Employer-State contribution r a t e  i s  10.29% of covered pay. These 

a r e  based upon improved data and upon a more l i be r a l  investment 

re turn  assumption. I t  r e l a t e s  t o  our est imate of 10.24% of 

covered pay based upon our 1970 valuaiion.  

The di f ference i s  the  r e s u l t  of several f a c to r s .  F i r s t ,  the  f a c t  

t h a t  the average age of the  covered group i s  over two years younger 

than t ha t  of the 1970 group and the  increase in  the  assumed r a t e  of 

investment return tended t o  reduce the  contribution ra te .  However, 



i t  i s  c l e a r  t h a t  the increase in the  value of benef i t s  due t o  

charqcs in t h e  Systez s ince  our l a s t  valuation nas sonewhat under- 

s t a ted .  In addi t ion,  the re  was a  subs tan t ia l  increase  (36.5%) in 

averagz s a l a r i e s  used in t h i s  valuation over those used in t he  

previous valuation.  This tends t o  generate ac tuar ia l  losses  

which w i  11 tend t o  increase contr ibut ion l eve l s .  



SECTION 111 . , 
CONCLUSI'ONS AND RECO!~il.1EMDATIOMS 

In accordance with the resu l t s  of th i s  valuation, we recommend tha t  

the total  Employer-State contribution be establ i  shed a t  10.29% of 

member's payrolls. This contribution i s  in excess of the maximum 

contribution which may currently be shared by the State  and the 

empl oyer. 

In 1970 the System was amended substant ial ly  in order tha t  larger 

benefits be provided and tha t  the System be placed in actuarial  

balance. There was substantial concern tha t  the System was not 

in actuarial  balance. A t  t ha t  time there was substantial actuarial  

d e f i c i t  between the value of assets  plus the value of expected 

contributions and the value o f  benefits. The legis lat ion tha t  

year provided f o r  proper contributions under the System. With 

changes in the System enacted since June 30, 1970, we once again 

have the possi bi 1  i  t y  of an actuarial  deficiency. The recommended 

Employer-State contribution level of 10.29% i s  well in excess of 

the current maximum of 10%. If leg is la t ion  i s  passed in the 

current session to  fur ther  l i be ra l i ze  the System, th i s  d e f i c i t  

could increase s ignif icant ly.  

I would urge tha t  the legis lature  a c t  t o  increase or eliminate 

the contribution maximum so tha t  the Alaska Teachers' Retirement 
L 

System can once again operate on a  sound funding basis. 



APPENDIX 1 

ACTUARIAL METHOD 



ACTUAEIAL METHOD 

The actuarial  method used i n  t h i s  valuation i s  known as the 

- Aggregate Yethod. Under t h i s  method, the Employer-State cost 

i s  d e t w ~ i n e d  as follo!vs: 

(1 ) The present va1 ue of a1 1 benefi t s  accrued and 

expected to  be earned in the future a re  

calculated, taking into account expected levels 

of mortal i ty  , turnover, di sabi 1 i t y  and investment 

performance. 

(2)  Such present value of benefits i s  reduced by the 

sum of:  

( a )  The assets  of the fund, and 

(b) The present value of future employee contri-  

butions (including arrearage contributions),  

taking in to  account the same items as 

enumerated in (1 ) above. 

The remainder i s  the portion of the present value of 

future benefits to  be funded by Employer-State 

contributions and i s  called the "Present Value of 

Future Contributions from xhe Employer and the 

State.  " 

( 3 )  The Estimated Contribution from the Employer and the 

S ta te  i s  determined by nlu1 t i  plying the Present Value 

of Future Contributions fo r  the Employer and the 

S ta te  by a factor  which spreads tha t  present value 

of contributions over 16 years. 
-. 

- 9 -  



( 4 )  The Contribation by the Employer and the State  expressed 

as a percentage of salar ies  i s  then deterntined by 

dividing the Estimated Contribution by the total  !;ember 

Salaries used in the valuation. 

This method effect ively spreads the portion of the total  projected 

presmt  value of benefits to  be financed by future Employer-State 

contributions over sixteen years. I t  has the advantage tha t  the 

e f fec t  of actuarial  gains and losses (which a r i se  from actual 

experience tha t  deviates from the actuarial  assumptions used) i s  

automatical 1y spread over thi  s period. 
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ACTUARIAL ASSUMPTIONS 



ACTUARIAL ASSU:IPTIO:S 

1. Inves ttnent Yield - 5% per annurn. 

2. -- Xortali t y  - According t o  1951 Group Annuity Llortal i  t y  Table 
r a t e s  projected t o  1955 by projection " C " .  (Female morta l i ty  
same as  male niortali t y  with ages s e t  back 5 years.  ) 

3 .  Rates of Separation from Service - See Page 13. 

4. Rates of Disab i l i ty  - See Page 14. 

5. Rate of Mortal i ty a f t e r  Disab i l i ty  - According t o  the 1956 
Rai lway Reti rement Board Tab1 e s 7  

Rates of Salary Increase - See Page 15. 

7. Normal Retirement Age- - Ear l i e r  of age 60 w i t h  15 years of 
service  and 30 years  of service  a t  any age. 

8. Asset Valuation - Cost basis .  



TEACHERS ' RETI RErlEFlT SYSTEIi 
STATE OF ALASKA 

SEPARATION RATES 

ANNUAL RATES P E R  1,000 EMPLOYEES 

& - Rate Age Rate 



TEACHERS ' R E T I  REi4EYT SYSTEH 
STATE OF ALASKA 

D I S A B I L I T Y  RATES 

APli;lUAL RATES PER ,033 Ei5PLOY EES 



TEACHERS ' R E T I  REilENT SYSTE14 

Ace 
& 

2 0 
2 1 
22 
23 
24 

2 5 
26 
27 
28 
2 9 

3 0 
3 1 
3 2 
33 
3 4 

35 
36 
37 
38 
3 9 

4 0 
41 
42 
4 3 
4 4 

STATE OF ALASKA 

SALARY IECREASE SCALE 

Scale  Sca le  

,7891 
.7957 
.8116 
,8279 
.8444 

.8613 

.8700 

.8787 

.8874 

.8963 

.9053 

.9143 

.9235 
,9327 
.9420 

.9515 

.9610 

.9706 
,9803 
.9901 

1 . 0000 



PARTICIPANT DATA 
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ACTIVE :,'IE;*;SERS OF THE 

I ALASKA TEACHERS ' RETI  RE! :E;\IT SYSTEQl 

Informati on as of 

(1) Number with complete information 

( 2 )  Average Age 

(3)  Average Service to  date 

(4) Average Salary 

June 30, 1970 June 30, 1972 

39.13 years . 36.71 years 

8.80 years 7.07 years 
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ACTUARIAL DETERII INATIONS 



EXHIBIT 1 

DE\.'ELOP,':tl;T OF PETdSIOP! COST 

FOR 1973-74 

(1 ) Present Value of Benefits (See Exhibit 2 )  $185,501,739 

(2) Value of Assets o f  the  Fund as  of June 30, 1972 58,399,066 

(3) Present Value of Future Member Contributions 39,737,663 

(4)  Present Value o f  Future Supplemental Contributions 359,749 

(5) Present Value of Future Arrearage Payments 1,057,387 

( 6 )  Present Value of Future Contributions from the  
Employer and the  S t a t e  ( ( 1 ) - ( 2 ) - ( 3 ) - ( 4 ) - ( 5 ) )  85,947,874 

(7)  Estimated Contribution from the  Employer and t he  
S t a t e  f o r  the  1973-74 year ( ( 6 )  x .09227) 7,930,410 

(8) Member Sa la r ies  used i n  t h i s  valuation 77,100,560 

(9) Contribution by the Employer and the  S t a t e  f o r  
1973-74 as a Percentage of Sa l a r i e s  ( ( 7 ) / ( 8 ) )  10.29% 



OF BENEFITS 

keti  reiwnt Benefit 

D i  sabi 1 i t y  Benef i t 

Death Benef i t s  

Termination Benefits 

Contributions plus i n t e r e s t  
f o r  non-vested, inac t ive  
members 

Present Value of Present Value o f  
Accrued Benef i t Full y Projectnd Gcnef i t --- 

Total Present Value o f  Benefits 
f o r  a1 1 Non-retired Members $ 86,443,533 $169,159,846 

Present Value of Benefits f o r  
Pensioners and other  inact ives  16,341,894 16,341,894 

Total Present Value of Benefits $102,785,432 $185,501,739 



APPENDIX 5 

SU;TlARY OF THE PROVISIONS 

OF THE 

ALASKA TEACHERS ' RETIREMENT SYSTEM 

AS OF 

JUNE 30, 1972 



SUXIIARY OF THE SYSTEX 

PI  an - -- 

The Teachers' Retirement System of Alaska i s  a joint  contr i -  

butory retirement system t o  provide benefits f o r  teachers of 

the State .  

Effective Date 

June 30, 1955. 

Admini s t ra t ion  of Plan 

The Commissioner of Administration i s  the administrator of the 

System; the Alaska Teachers' Retirement Fund Advisory Board 

makes recommendations to  the Commissioner of Administration; 

and the Co~nrnissioner of Revenue invests the funds. 

Membership 

Membership in the Alaska Teachers' Retirement System i s  

compulsory for  a11 e l ig ib le  teachers, school nurses, principals,  

supervi sors and superi ntendents contracted on a fu l l  -time 

basis i n  public schools in Alaska. 

El i gi bi 1 i ty  Requirements 

A teacher i s  e l ig ib le  t o  par t ic ipate  i f  he can complete a t  

l eas t  15 years of creditable serwice, 8 of which are in Alaska 

membership service, by the f i r s t  of July following his 65th birthday. 

Credi ted Servi - ce 

A year of service i s  defined to  be the same as a school term 

which i s  currently a minimum of 180 days, and fractional service 

c red i t  i s  on a daily ra te  basis. Credit i s  granted fo r  a l l  

Alaskan public school service. 



Up t o  10 years of pu" i c  schoci teaching service outside Alaska 

or  i n  an ins t i tu t ion  of higilcr learning not under control of 

the Board of 2egeri-t~ of t::e University of Alaska i s  credited 

for  r c t i  rc,:;mt pui-poses. In addition, t e z c h i ~ : ~  service in 

Glii sc;tools ;nay 's? u52d t o  increase to ta l  outside and SIP 

service c redi t  t o  15  years. iio fractional c redi t  i s  granted for  

outside service.  

Contri buti ons by Teachers 

Effective July 1 ,  1970 each teacher shall  contribute 7% of his 

base salary accrued from July 1 t o  the following June 30. 

Val untary Suppl emental Contributions 

If a teacher wishes to make his spouse or minor children e l ig ib le  

f o r  a spouse's pension and/or survivor 's  pension allowance he 

may e l ec t  t o  make supplemental contributions of an additional 

1% of his base salary commencing not l a t e r  than 30 days following 

the f i r s t  day a f t e r  October 1 ,  1970 on which he i s  en t i t led  t o  

make the election. 

Retroactive Contributions - Arrearage Contributions 

I f  a teacher was not subject t o  the provisions of the Retirement 

Act and, a t  a l a t e r  date became e l ig ib le  fo r  membership due t o  

leg is la t ive  changes of the e l i g i b i l i t y  requirements, the teacher 

may e l e c t  t o  receive credi t  for  his creditable service pr ior  to  

membership by submitting to  the Retirement Fund an amount equal 

to  the contributions he would have made i f  he had been a member 

of the System fo r  any year ' s  service a f t e r  June 30, 1955 plus 

in t e res t  thereon. Retroactive contributions are  not required 

f o r  creditable meinbership service before June 30, 1955. 



I n  addition, i f  a rlt~nber ?jisiws to  receive credi t  under the 

Sy5tc1-1 f o r  service pcrforinzci outside A1 as!;a, an arrearage 

i  ndebtxdness i s  estabf i shed. 

(1  0 )  --- Emnloyers ' and S ta t e ' s  Contributions -------- 

The eiyloyer and the s t a t e  each contribute an ainount equal to  

one-half of the amount required i n  addition to member contr i -  

butions t o  finance the benefits o f  the System, subject to  a 

maximum total  empl oyer-state contri buti on of 10% of covered 

payroll. 

(11) Rate of In teres t  

When a teacher begins his third year of membership service,  the 

to ta l  amount deposited to  his account will be credited with 

in t e res t  a t  the ra te  prevailing during his f i r s t  two years of 

employment. Thereafter, i n t e re s t  i s  credited t o  accounts a t  

the end of each school year. Effective July 1 ,  1969 the 

in t e res t  r a t e  was increased t o  4%. 

(1 2 )  Withdrawal of Contributions 

If  a member terminates teaching services in Alaska and does not 

intend to  re-enter membership service a t  a future date ,  he may 

w i  thdraw his contributions. A teacher wi thdrani ng with not 

more than two years of membersh hp service will receive his . 

t o t a l  accumul ated contri buti on bal ance. If  the wi thdrawing 

teacher has been in membership service for  any part of a 

third year or more, he receives his to ta l  contributions plus 

the in t e res t  credited to  his account. 



(1  3) Reins tate:;ent - o f  - - --- Contri htltions - 

I f  T ~ s c v r s  ' P2ti r e x i i t  Contri S u t i  cns are wi tl3dra:v and a 

~rler~ber suDs:qr~eritly resuiles teaching i n  Alaska, he i s  indebted 

to  the Teachers' Retirewnt F u n d  in t h ?  amount of the previous 

contributions t o  the Systen including any in t e res t  paid. The 

reinstatement indebtedness bears compound in t e res t  a t  the r a t e  

prescribxl by regulation to the date of repayment or  the date 

of retirement, whichever occurs f i r s t .  

(14) Eligi bi 1 i t y  fo r  Service Retirement 

A teacher may apply for  retirement salary i f  he has completed 

15 years of creditable service,  the l a s t  eight of which has 

been membership service,  and has attained the age of 55 years 

o r  i f  he has 30 years of creditable 

re t i red  teacher who has been receivi 

salary shall  be e l ig ib le  for  a servi 

or  a f t e r  attaining age 60. 

service a t  any age. A 

ng a d i sab i l i t y  retirement 

ce retirement salary upon 

A teacher who has met a l l  of the above requirements b u t  who 

has attained the age of 65 years during a school year shall  

be re t i red  on July 1 following his 65th birthday unless the 

teacher i s  retained by request of his employer. (Compulsory 

retirement does not apply to  personnel of the University of 

Alaska.) 

(15) Computation of Average Base Salary 

A teacher 's  average base salary i s  determined by averaging the 

teacher 's  highest base salary which he received fo r  any three 

out of the l a s t  10 years of membership service. 



A teacher i s  e l ig ib le  fo r  a normal r e t i r e w n t  benefit i f  he 

i s  a t  l eas t  G O  years of age and has con7leted the service 

c red i t  requirements or i f  he has completed 30 years of 

credi tab1 e service. The normal retirement benefi t i s  2% 

of the teacheri s highest average base salary during any 

three of the l a s t  10 years of membership service mu1 t i  - 

plied by the total  number of years of creditable service. 

Early Re t i remen t Benef i t 

A teacher i s  e l ig ib le  f o r  early retirement benefits i f  he has 

completed 15 years of creditable service and has attained the 

age of 55. If the teacher does not apply fo r  retirement 

benefits to  s t a r t  prior t o  his 60th birthday, he i s  e l ig ib le  

t o  receive the normal retirement benefit. If the r e t i r ing  

teacher e lec ts  t o  have payments of the benefit begin prior 

t o  his 60th birthday, the annual annuity i s  equal to  his 

normal retirement benefit based on his salary history and 

credi table  service t o  his retirement date,  reduced by one- 

half of 1% per month for  each month by which his age a t  

retirement i s  less  than 60 years. 

(1 8) Deferred Benefit 

A teacher i s  e l ig ib le  fo r  a deferred benefit i f  he (1)  

terminates his membership service a f t e r  he has completed 15 

years of creditable service,  8 of which a r e  i n  membership 

service,  ( 2 )  his attained age and credited service to ta l  

a t  l e a s t  75, and ( 3 )  he does not withdraw his retirement 

contributions. Payment of the benefit i s  deferred until  



the  f i r s t  o f  the  month c o i n c i d i n g  w i t h  o r  f o l l o w i n g  the  

teacher 's  60th  b i r t h d a y  o r  the  f i r s t  o f  t he  month i n  which 

h i s  a p p l i c a t i o n  f o r  re t i r en ien t  i s  f i l e d ,  whichever i s  l a t e r .  

The amount o f  the  de fer red  b e n e f i t  i s  computed i n  t h e  same 

manner as a normal r e t i r e m e n t  b e n e f i t ,  us ing  the  teacher ' s  

c r e d i t e d  se rv i ce  and compensation be fore  h i s  t e rm ina t i on  

o f  membership serv ice .  

Deferred Vested B e n e f i t  

A teacher i s  e l i g i b l e  f o r  a  de fe r red  vested b e n e f i t  i f  he 

(1)  terminates h i s  membership a f t e r  complet ing 8 years o f  

membership serv ice,  and ( 2 )  he does n o t  withdraw h i s  r e t i r e -  

ment c o n t r i b u t i o n s .  Payment o f  t h i s  b e n e f i t  i s  de fe r red  

u n t i l  t he  f i r s t  o f  the  month f o l l o w i n g  t h e  teacher ' s  60 th  

b i r t h d a y  o r  t h e  f i r s t  o f  t h e  month i n  which the  a p p l i c a t i o n  

f o r  b e n e f i t  i s  f i l e d ,  whichever i s  l a t e r .  

Arrearage Payment - R e t i r e d  Teachers -- 

I f  on t h e  date o f  making a p p l i c a t i o n  f o r  re t i r emen t ,  a  teacher 

has n o t  p a i d  the  f u l l  amount o f  h i s  indebtedness i n c l u d i n g  

i n t e r e s t  t o  t he  Retirement Fund, one o f  t h e  f o l l o w i n g  op t i ons  

may be chosen: 

Opt ion 1  : The r e t i r e m e n t  s a l a r y  can be w i t h h e l d  

u n t i l  the  amount w i t h h e l d  i s  equal t o  t h e  ou ts tand ing  

indebtedness . 
Opt ion  2: A reduced annu i ty ,  computed by deduct ing 

10% of t he  ou ts tand ing  indebtedness a t  t he  t ime o f  

r e t i r e m e n t  f rom t h e  annual r e t i r e m e n t  sa la ry ,  can 



be paid to  the teacher. , . 

(21 ) Re-e:n@o\:r:ent -- of a Reti --- red Teacher 

If a re t i red  teacher i s  re-employed as a full-t ime teacher, 

his retirement salary will be suspended fo r  an en t i r e  year or  

f ract ion of a year. 

Retirement contributions are made a t  the option of a re t i red  

teacher and an additional retirement benefit may be paid. 

(22 )  Di sabi 1 i  ty  Retirement Renef i  t s  

A d i sab i l i t y  retirement annuity may be paid i f  a teacher has 

become permanently disabled and has a t  l eas t  f ive  years of 

membership service. 

The benefit will be equal to  50% of the disabled teacher 's  

base salary immediately prior to  becoming di sabl ed. Thi s 

benefit  wi 11 be increased by 10% of the teacher 's  base 

salary for  each n~inor child u p  t o  a maximum o f  4 minor 

children until  the f i r s t  day of the month in which the 

child ceases to  be a minor. 

When the disabled teacher a t t a ins  age 60 the d i sab i l i t y  

salary will automatically terminate. A normal retirement 

salary will be computed as i f  the teacher had been in 

membership service during the period of di sabi 1 i ty ,  and 

a service retirement will  be granted. The base salary 

used will  be the same used in computing the d i sab i l i t y  

benef i  t. 



Cost of Li v i  ng_All -- ot:!ance 

A re t i red  teacher whose permanent residence i s  in Alaska sub- 

sequent to  re-tireinent and/or  hose absence i s  of a temporary 

nature, not t o  exceed 6 months, for  travel or vacation purposes 

i s  en t i t led  to  receive a cost of l iving allowance, not to  exceed 

10% of his annual retirement salary in addition to  his r e t i r e -  

ment benef i t. 

Post Retirement Pension Adjustment 

This adjustmcnt i s  promulgated by regulation and payable to  

a re t i red  teacher when the administrator determines tha t  the 

cost of l iving has increased and the financial  condition of 

the fund permits payment of the adjustment. The amount of 

increase shall  not exceed one and one-half percent f o r  each 

year of retirement. 

Exemption from Taxation and Process 

Teachers' retirement sa la r ies  are exempt from s t a t e  and 

municipal taxes,  are not subject t o  execution, attachment, 

garnishment or  other process, b u t  must be reported t o  the 

Internal Revenue Service fo r  federal tax purposes. 

Lump Sum Death Benefit 

Upon death of a member who has made no supplemental contri-  

butions or  who made supplemental contributions for  l e s s  than 

one year, a lump sum benefit shall be paid t o  the designated 

beneficiary. 

Upon 

time 

death of a teacher who was in membership service a t  

of his dedth, the lump sum benefit i s  the teacher 's  

the 



accumul ated contributions wi t h  i n t e re s t  thereon t o  his 

date of death. An additional death benefit .equal to  

31,000 plus $103 fo r  each year of completed service plus 

$500 i f  the teacher i s  survived by one or more minor 

children i s  also payable. I n  no case shall  the additional 

benef i t exceed $3,000. 

If the teacher had received a retirement benefit prior to  

his death, payment shall be hi s accumulated contributions , 

pl us i nteres t , minus a1 1 benefits paid. 

If  a member fa i led  to  designate a beneficiary, or i f  no 

designated beneficiary survives the member, payment shal l  

be made: 

1. t o  his surviving spouse or i f  there i s  none 

surviving, 

2. to  his surviving children in equal par ts ,  or 

i f  there i s  none surviving, 

3.  t o  his surviving parents in equal parts or ,  

i f  there i s  none surviving, 

4. t o  his es ta te .  

Survivor's Allowance 

If a teacher dies while in service or  while receiving retirement 

salary,  i s  survived by one or  more minor children and has made 

supplemental contributions f o r  a t  l eas t  one year before his 

death, his surviving spouse i s  en t i t l ed  to  the survivor 's  

allowance. The amount of the benefit i s  35% of the teacher 's  



base salary immediately prior to  his death or becominq 

disabled for  h i s  spouse and 1OWor each minor child u p  

to  a maxiroum of 4. 

(28) Spouse's Pension 

If  any teacher has made supplcc~ental contributions fo r  a t  

l eas t  one year and dies while in service or while receiving 

a retirement salary or i s  en t i t led  to  a deferred or deferred 

vested benefit ,  the surviving spouse i s  en t i t led  to  receive 

the spouse's pension. The anlowit of the benefit i s  50% of 

the service retirement salary tha t  the deceased teacher 

was receiving o r  would have received. The spouse pension 

commences on the f i r s t  day of the month coincidsng or next 

following the spouse's 60th birthday and f inal  payment i s  

made the f i r s t  day of the month in which the spouse dies 

or  remarries . 
(29)  I4edi cal Benef i t s  

Teachers who are receiving or who are en t i t led  t o  receive a 

service retirement salary and who are  not or will not be 

en t i t led  t o  federal Medicare benefits a re  guaranteed to  

be covered by equivalent benefits provided through 

insurance or  the Retirement System. 




