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Actuarial Status - 
A1 ask; Teachers ' Reti remen t System 

Dear Coimi s s i  oner Freer: 

This i;s a b r ie f  statement t o  out l ine  the actuar ia l  s t a tu s  of the Alaska 
Teachers ' Reti remen t Sys tern. 

The actuar ia l  val ua-tion which we perform each year  with respect  t o  the 
Alaska Teachers' itetirenient System has the following objectives:  

(1) To ex'amine t h e  s t a tu s  of funding of the System. 

( 2 )  To develop contribution ra tes  f o r  each par t i c ipa t ing  e m ~ l  oyer 
i n  the Systeni which are adequate t o  support the  benef i ts  of the  
Sys tern. 

dased upon the ac tuar ia l  methoti shown in Exhibit I and assumptions shown 
i n  Exhibit 11, the Employer-State contribution level of 12.04% of covered 
pay i s  adequate t o  support the benefi t s  of the System. 

The funding s t a t u s  of the System can be shown as follows: 

(1) Presen tva lue  of a l l  benef i ts  earned t o  the 
l a s t  valuation date (June 30, 1973) $129,298,393 

( 2 )  Values of assets  of the Systeln $ 73,445,709 

(3 )  Funding r a t i o  ( ( 2 ) / ( 1 )  ) 57% 

This means t ha t  the assets  of the Syster~i are suf f i  c icn t  - to cover 5 7 0 f  
the l i ab i  l i  t i e s  f o r  benef i ts  earned t o  the  date of  the valuation. The 
level of the funding r a t i o  in and of i t s e l f  i s  not so s i gn i f i c an t  as i s  
the  progression of these r a t i o s  on a year-by-year basis .  

Marsh 6 McLennan Inccrporated, Nor:on Buildmg, sea it!^, Woshmgton 98104 206/624-7900 



sutnmary, 11iy opinion would be t ha t  the funding progress of the Syster~~ 
sa t i s f ac to ry ,  and the current  contri buti on levels  are sa t i s fac tory  
support the benefi ts  of 

r\iSL: r s  
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EXHIBIT I  

ACTUARIAL METHOD 

The actuarial  method used in th i s  valuation i s  known as the Aggregate 

Method. Under t h i s  method, the Employer-State cost i s  determined as 

follows: ' 

(1) The present value of a l l  benefits accrued and expected to  be 

earned in the future a re  calculated, taking i n t o  account 

expected levels of mortality, turnover, d i sabi l f ty  and invest- 

ment 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 contributions 

(including arrearage contributions) , taking into account 

the same items as enumerated i n  ( I ) ,  above. 

The remainder i s  the portion of the present value of future 

benefits t o  be funded by Employer-State contributions and i s  

called the "Present Value of Future Contributions from the 

Employer and the State." 

( 3 )  The Estimated Contribution from the Employer and the State  i s  

determined by mu1 tiplying the Present Value of Future Contri- 

butions f o r  the Employer and the State  by a  factor  which 

spreads tha t  present value of contributions over 16 years. 

(4)  The Contribution by the Employer and the State  expressed as a  

percentage of sa la r ies  i s  then determined by dividing the 

Estimated Contribution by the total  Member Salaries used i n  

the valuation. 



C This method effect ively spreads the portion of the total  projected 

present value of benefits t o  be financed by future Employer-State 
C 

contributions over 16 years. I t  has the advantage that  the e f fec t  of 

F actuarial  gains and losses (which a r i s e  from actual experience that  

deviates from the actuarial  assumptions used) i s  automatically spread 

- over t h i s  period. 



EXHIBIT I1  

ACTUARIAL ASSUMPTIONS 

1. Investment Yield - 5% per annum. 

2. Mortality - According t o  1951 Group Annuity ~" ior ta l i ty  Table r a t e s  
projected . t o  1965 by projection "C" . (Femal;? mortal i ty same as  
male morta l i ty  w i t h  ages s e t  back 5 years.  ) 

3. Rates of Separation from Service - See Page 2. 

4. Rates of Disabi l i ty  - See Page 3.  

5. Rate of Mortal i ty a f t e r  Disabi l i ty  - According t o  the 1956 
Railway Retirement Board Tables. 

6. Rates of Salary Increase - See Page 4. 

7. Normal Retirement Age - Ear l ie r  of age 60 w i t h  15 years of 
c red i tab le  service  o r  8 years of membership service  and 
25 years of service  a t  any age. 

8. Asset Valuation - Cost basis. 



TEACHERS ' RETIREMENT SYSTEM 
STATE OF ALASKA 

SEPARATION RATES 

ANNUAL RATES PER 1,000 EMPLOYEES 

Age 

20 
2 1 
2 2 
23 
24 

Rate 

165.0 
162.0 
160.0 
158.0 
155.0 

152.0 
149.5 
146.0 
142.5 
140.0 

137.0 
132.5 
130.0 
127.5 
125.0 

120.0 
116.0 
112.0 
108.0 
104.0 

Age 

4 0 
4 1 
42 
43 
44 

4 5 
4 6 
47 
48 
4 9 

50 
5 1 
5 2 
53 
54 

Rate 

100.0 
95.0 
90.0 
85. (9 
80.0 

75.0 
70.0 
65.0 
60.0 
55.0 

45.0 
35.0 
25.0 
15.0 
5.0 



TEACHERS' RETIREMENT SYSTEM 
STATE OF ALASKA 

D I S A B I L I T Y  RATES 

ANNUAL RATES PER 1,000 ENPLOY EES 

Rate 

.70 

. 7 1  

. 72  

.73 

.74 

.75 

.76 

.78 
- 8 0  
. 82  

.84 

.86 

.88 

.90 

.93 

- 9 6  
.99 

1 .03 
1.07 
1.11 

1.15 
1.20 
1.27 
1.36 
1.48 

Rate 

1.62 
1.76 
1.91 
2. (37 
2.23 

2.40 
2.60 
2.86 
3-18 
3.56 

4.00 
4.59 
5.34 
6.10 
7.20 

8.43 
9.75 

li. LO 
13.05 
14.90 



Age 

20 
2 1 
2 2 
2 3 
2 4 

2 5 
2 6 
2 7 

, 28 
2 9 

3b 
3 1 
3 2 
3 3 
3 4 

35 
36 
3 7 
38 
39 

4 0 
4 1 
42 
43 
44 

TEACHERS' RETIREMENT SYSTEM 
STATE OF ALASKA 

SALARY INCREASE SCALE 

S c a l  e Age 

45 
46 
47 
48 
4 9 

5 0 
5 1 
5 2 
5 3 
5 4 

55 
56 
57 
5 8 
59 

6 0 
6 1 
6 2 
63 
64 

6 5 

S c a l  z 



October 22, 1974 

. 

Mr. Richard W. Freer 
Comi ssioner of Admini s t ra t ion  
Sta te  of A1 as ka 
Pouch C 
Juneau, Alaska 99801 

Dear Commissioner Freer: 

A t  your request, we have completed an actuarial  valuation of the Alaska 
Teachers' Retirement System as of June 30, 1973, i n  order to  examine the 
financial  s ta tus  of the System and to determine the Employer-State 
contribution ra tes  f o r  the 1975-76 year. 

The resu l t s  of our valuation are  included i n  this report, based upon 
employee data and financial  information supplied by your department. 

On the basis of this data and the actuarial  method and assumptions 
described i n  this report, I 
and be1 i e f ,  the attached statemen 

NSL:rs 
Attachments 

#" 

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

INTRODUCTION 

I n  accordance w i t h  your  request, we have completed a v a l u a t i o n  o f  t he  

Alaska Teachers' Ret irement System as o f  June 30, 1973. The purpose o f  

t h i s  v a l u a t i o n  i s  t o  examine the  s ta tus  o f  funding o f  t he  System and t o  

e s t a b l i s h  t h e  pension cos t  as a percentage o f  p a y r o l l  f o r  t he  year  

beginning J u l y  1, 1975. 

Two changes have been made i n  the  System by the  L e g i s l a t u r e  s ince  t h e  

prev ious v a l u a t i o n  which have s i g n i f i c a n t  impact on t h i s  va lua t ion .  

These a re  as fo l l ows :  

(1) Normal re t i r emen t  age has been reduced t o  the  e a r l i e r  o f :  

( a )  The a t ta inment  o f  age 60 and complet ion o f  15 years o f  

c r e d i t a b l e  se rv i ce  o r  e i g h t  years o f  membership serv ice,  

and 

(b)  The complet ion o f  25 years o f  c r e d i t a b l e  se rv i ce  a t  any 

age. 

(2 )  For those who r e t i r e d  p r i o r  t o  J u l y  1, 1971, t he  minimum 

b e n e f i t  has been increased t o  $15 per  month per  year  o f  

c r e d i t a b l e  se rv i ce  w i thou t  l i m i t  on such c r e d i t a b l e  serv ice .  



The s ign i f i c an t  r e su l t s  of this valuation a r e  a s  follows : 

(1)  Pension Cost 
Combined Employer-State Cost 
Dollar Cost % of Pavroll 

( a )  Previous Valuation (6-30-72) 
Plan then i n  e f f e c t  $7,930,410 10.29% 

(b )  Previous Valuation (6-30-72) 
Current Plan $8,639,388 11.21% 

(c) Current Valuation $9,265,177 12.04% 

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

(1  
Present Value of 

(2) (3 )  
Funding Ratio 

Accrued Benefits Assets (2 ) / (1 )  

Previous Valuation 
(6-30-72) $102,785,432 $58,399,066 57% 

Current Valuation $129,298,303 $73,445,709 57% 



The s i g n i f i c a n t  r e s u l t s  o f  t h i s  va luat ion are as fo l lows:  

(1) Pension Cost 
Combined Employer-State Cost 
Do l l a r  Cost % o f  Payro l l  

(a) Previous Valuation (6-30-72) 
Plan then i n  e f f e c t  $7,930,410 10.29% 

(b) Previous Val uat ion (6-30-72) 
Current Plan $8,639,388 11.21% 

(c) Current Valuation $9,265,177 12.04% 

(2) Funding Status - Accrued bene f i t  basis 

( 1  
Present Value of 

(2) (3)  
Funding Rat io 

Accrued Benef i ts  Assets (2 ) / (1 )  

Previous Valuat ion 
(6-30-72) $102,785,432 $58,399,066 57% 

Current Valuation $129,298,303 $73,445,709 57% 



SECTION I 1  

ANALYSIS OF THE VALUATION 

A. Actuar ia l  Assumptions 

The ac tuar ia l  assumptions used i n  t h i s  valuation, which are described 

i n  Appendix 2, are i den t i ca l  t o  those used i n  the p r i o r  va luat ion 

o f  the System. 

One assumption which we an t i c ipa te  w i l l  be changed i n  the next  

va luat ion o f  the System i s  the turnover assumption. We have f e l t  

f o r  some t ime t h a t  the incidence o f  turnover i n  the System i s  s ig-  

n i f i c a n t l y  greater than the l eve l s  assumed i n  our ac tuar ia l  valuations. 

Turnover studies f o r  the System have no t  been performed i n  the past  

because the member data which has been provided has not  been o f  

s u f f i c i e n t  q u a l i t y  t o  support such studies. With the implementation 

o f  the new recordkeeping system, we expect t o  be i n  a pos i t i on  t o  

perform such a study concurrent w i t h  the ac tuar ia l  va luat ion o f  the 

System as o f  June 30, 1974. It i s  intended t h a t  a new turnover 

t ab le  w i l l  be developed f o r  t h a t  valuation. We an t i c i pa te  t h a t  
, 

such new tab le  w i l l  tend t o  reduce l i a b i l i t i e s  and con t r ibu t ion  

requirements. 

I n  addi t ion,  we f e e l  t h a t  the sa lary  increase assumption cu r ren t l y  

being used may no t  adequately p ro j ec t  f u tu re  pay levels.  Thus, we 

in tend t o  review t h i s  assumption f o r  the next  ac tuar ia l  valuation. 
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An increase i n  t h i s  assumption 

P and contribution requirements. 

B. Member Data 

As indicated above, s ignif icant  work i s  being done to  correct the 

records of members i n  the System. This valuation was performed as 

of June 30, 1973. I t  was impossible fo r  the records of members to 

be completely corrected as of tha t  date i n  the time required f o r  

completion of t h i s  valuation. Thus, a1 though coll a teral  informa- 

t ion indicates tha t  there were between 5,300 and 5,400 act ive 

members i n  the System as of the valuation date, we have performed 

our valuation based upon the 4,846 records of active members which 

had been corrected. 

will tend to  increase l i a b i l i t i e s  

The character is t ics  of t h i s  data d i f f e r  from tha t  used i n  the pr ior  

valuation i n  the following s ignif icant  respects: 

(1) Supplemental Contributions 

The data used i n  the pr ior  valuation indicated tha t ,  of 5,504 

active members only 309 had elected to  make the supplemental 

contribution required to  provide survivorship income benefits 

t o  families with dependent children and to the s u r v i v i n g  

spouse upon her attainment of age 60 or  her total  and per- 

manent d isabi l i ty .  The data used in th i s  valuation indicates 

tha t  1,372 of 4,846 active members have elected to  make such 



cont r ibut ions.  There i s  no question t h a t  the supplemental 

con t r i bu t i on  does no t  cover the cost  o f  these benef i ts .  Thus, 

a  s i g n i f i c a n t  add i t i ona l  l i a b i l i t y  i s  generated. 

(2) Retirees 

Data f o r  r e t i r e e s  and other  cu r ren t  bene f i c ia r ies  i s  s i g n i f i -  

can t l y  d i f f e r e n t  than t h a t  used i n  the p r i o r  valuation. I n  

the p r i o r  va luat ion there were 276 r e t i r e e s  and bene f i c ia r ies  

w i t h  an average b e n e f i t  o f  $439 per month. This year there 

are  382 r e t i r e e s  and bene f i c ia r ies  w i t h  an average bene f i t  o f  

$561 per month. Thus, the t o t a l  annualized benef i ts  have gone 

from $1,453,086 t o  $2,572,508, an increase o f  77%. This has 

generated a  s i g n i f i c a n t  increase i n  l i a b i l i t i e s  f o r  r e t i r ees  

and benef ic iar ies .  

C. Results o f  the Valuation 

The con t r ibu t ion  requirement developed i n  t h i s  va luat ion i s  s i g n i f i -  

can t l y  higher than i n  the p r i o r  valuation. The increase from 

11.21% o f  covered pay t o  12.04% o f  covered pay i s  d i r e c t l y  a t t r i -  

butable t o  the d i f ferences i n  the data discussed i n  Subsection B, 

above. 



SECTION I 1 1  

SUMMARY AND CONCLUSIONS 

The r e s u l t s  o f  t h i s  v a l u a t i o n  i n d i c a t e  t h a t  an Employer-State c o n t r i b u t i o n  

r a t e  o f  12.04% f o r  1975-76 w i l l  be adequate t o  support t he  b e n e f i t s  o f  

t h e  System. 

It should be noted, i n  analyz ing t h e  funding s ta tus  o f  t he  System, t h a t  

t h e  accrued b e n e f i t  l i a b i l i t i e s  shown a re  based upon a group which i s  

o n l y  90% o f  t h e  t o t a l  group o f  a c t i v e  members as o f  June 30, 1973. 

Thus, t h e  accrued b e n e f i t  l i a b i l i t i e s  a re  understated. However, t h e  

ex ten t  o f  t h e  understatement i s  probably n o t  p ropor t i ona l  t o  t h e  under- 

statement o f  t h e  s i z e  o f  t he  group. 

We a n t i c i p a t e  tha t ,  i f  t h e  data provided f o r  t he  va lua t ion  as o f  June 30, 

1974 i s  o f  as good a qua1 i t y  as we expect, a new turnover  t a b l e  and, 

poss ib ly ,  a new s a l a r y  increase assumption w i l l  be developed f o r  t h a t  

va lua t ion .  The n e t  e f f e c t  o f  such changes should be a reduc t ion  i n  

l i a b i l i t i e s  and c o n t r i b u t i o n  requirements. 
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APPENDIX 1 

ACTUARIAL METHOD 



P- ACTUARIAL METHOD 

The actuarial  method used in th i s  valuation i s  known as the Aggregate 

Method. Under th i s  method, the Employer-State cost i s  determined as 

follows: 

(1) The present value of a l l  benefits accrued and expected to  be 

earned i n  the future are  calculated, taking into account 

expected 1 eve1 s of mortal i ty,  turnover, disabil i ty and invest- 

ment performance. 

( 2 )  Such present value of benef 

( a )  The assets of the fund 

i t s  i s  reduced by the sum of: 

, and 

(b) The present value of future employee contributions 

(including arrearage contributions) , taking into account 

the same items as enumerated in ( I ) ,  above. 

The remainder i s  the portion of the present value of future 

benefits to be funded by Emp10,yer-State contributions and i s  

called the "Present Value of Future Contributions from the 

Employer and the State ."  

( 3 )  The Estimated Contribution from the Employer and the State  i s  

determined by mu1 tiplying the Present Value of Future Contri- 

butions fo r  the Employer and the State by a factor  which 

spreads tha t  present value of contributions over 16 years. 

( 4 )  The Contribution by the Employer and the State  expressed as a 

percentage of sa la r ies  i s  then determined by dividing the 

Estimated Contribution by the total  Member Sa1aries.used i n  

the valuation. 



This method effectively spreads the portion of the total  projected 

present value of benefits t o  be financed by future Employer-State 

contributions over 16 years. I t  has the advantage tha t  the ef fec t  of 

actuarial  gains and losses (which ar i se  from actual experience tha t  

deviates from the 'actuarial  assumptions used) is automatical ly  spread 

over this period. 



APPENDIX 2 

ACTUARIAL ASSUMPTIONS 



ACTUARIAL ASSUMPTIONS 

1, Investment Yie'ld - 5% per annum. 

2. Mortality - According to  1951 Group Annuity Mortality Table rates  
projected t o  1965 by projection "C". (Female mortality same as 
male mortality with ages s e t  back 5 years. ) 

3. Rates of Separation from Service - See Page 10. 

4. Rates of Disabili ty - See Page 11. 

5. Rate of Mortality a f t e r  Disabili ty - According to  the 1956 
Railway Retirement Board Tables. 

6. Rates of Salary Increase - See Page 12. 

7. Normal Retirement Age - Earlier of age 60 w i t h  15 years of 
creditable service or 8 years of membership service and 
25 years of service a t  any age. 

8. Asset Valuation - Cost basis. 



TEACHERS' RETIREMENT SYSTEM 
STATE OF ALASKA 

SEPARATION RATES 

ANNUAL RATES PER 1,000 EMPLOYEES 

Age R a t e  - Age R a t e  



TEACHERS' RETIREMENT SYSTEM 
STATE OF ALASKA 

D I S A B I L I T Y  RATES 

ANNUAL RATES PER 1,000 EMPLOYEES 

Age R a t e  Age R a t e  



TEACHERS' RETIREMENT SYSTEM 
STATE OF ALASKA 

SALARY INCREASE SCALE 

Age 

2 0 
2 1 
2 2 
23 
2 4 

2 5 
2 6 
2 7 
2 8 
2 9 

3 0 
3 1 
3 2 
33 
34 

3 5 
36 
37 
3 8 
3 9 

4 0 
4 1 
42 
43 
4 4 

S c a l e  

.3225 

.3354 

.3488 

.3627 

.3773 

.3923 

.4080 

.4244 

.4413 

.4590 

.4774 

.4964 

.5163 

.5370 

.5584 

.5808 

.6040 

.6282 

.6533 

.6794 

.7066 

.7207 

.7351 

.7498 

.7648 

Age 

45 
4 6 
4 7 
48 
49 

50 
5 1 
5 2 
5 3 
54 

55 
56 
5 7 
58 
5 9 

60 
6 1 
62 
63 
6 4 

6 5 

S c a l e  

.78O 1 

.7957 

.8116 
,8279 
.8444 

.8613 

.8700 

.8787 

.8874 

.8963 

.g053 

.9143 

.9235 

.9327 

.9420 

.9515 

.9610 

.9706 

.9803 

.9901 

1.0000 



APPENDIX 3 

PART1 C I  PANT DATA 



ALACK& THS - ACTIVE EMPLOYEES VALUATION O Q f E  6/30/73 

TABLE A I  ANNUAL EARNINGS BY AGE GROUPS 

AGE 
GROUP 
0-1 3 

20-24 
25-29 
30-34 
35-39 
40-44 
45-43 
50-54 
55-59 
60-64 
65-63 
70-74 
75-79 

I BO+ 
r TOTAL 
W 

I 

SERVICE 
GYOUP 

0 
1 
2 
3 
4 

(1-4 
5-9 
in-14 
15-19 
29-24 
25-29 
30-39 
35-33 
40+ 
T O T A L  

h A L  
NUMBER TOTAL 

OF ANNUAL 
PEOPLE EARNINGS 

0 0. 
58 682027. 
469 6739925 
606 9951353, 
454 8268453. 
282 5407967. 
207 4212959. 
136 2997434 
75 lW0&6: 
23 
1 520490 
1 15946. 
0 0. 
0 0. 

2312 40316209. 

NUMBER 
OF  

PEOPLE 
297 
255 
327 
259 
186 
1324 
580 
268 
140 
0 
0 
0 
0 
0 

2312 

TOTAL 
ANNUAL 

EA2NINGS 
54057030 
4175653, 
5684360 
4252598. 
3134917 

22453 165. 
10337250. 
4859 156. 
2666578. 

0. 
0. 
0. 
0 . 
0. 

40316149. 

E 
AVERAGE 
ANNUAL 

EARNINGS 
0. 

11759. 
14371, 
16421 
18213. 
19319. 
203520 
219b6m 
20934. 
16862. 
52049. 
15946. 

0. 
0. 

17438. 

F E M A L E  
NUMBER TOTAL AVERAGE 

OF ANNUAL ANNUAL 
PEOPLE EARNINGS EARNINGS 

0 0. 0. 
159 1844513. 11601. 
655 8872626. . 13546. 
47-3 . 6781434. 14337. 
338 4991096. 14767. 
271 4015013. 14816. 
216 3447437. 159600 
203 3266391. 16091 
145 2340464 16141, 
65 991219. 15250. 
9 91542. 10171. 
0 0 . 0 . 
0 0. 0. 
0 0. 0. 

2534 36641 733. 14.460 

NUMHEY 
OF 

PEOPLE 
0 

217 
1124 
1079 
.792 
553 
423 
339 
220 
88 
lo 
1 
0 
0 

4846 

TABLE €31 ANNUAL EARNINGS BY SERVICE GROUPS 

E F E M A L E  
AVERAGE 
AnlNUAL 

EARNINGS 
18201. 
16375. 
16772. 
16419. 
16854. 
16959, 
17823. 
18131. 
19047. 

0. 
0. 
0. 
0. 
0. 

17438. 

NUMBER 
OF 

PEOPLE 
403 
253 
326 
297 
21 1 
1492 
565 
272 
205 
0 
0 
0 
0 
0 

2534 

TOTAL 
ANNUAL 

EARNINGS 
5498622. 
3502522. 
4631 152. 
4149037. 
3051610. 
20932575. 
8233564. 
4232953. 
3342278. 

0. 
0. 
0. 
0. 
0. 

36641670. 

AVERAGE 
ANNUAL 

EARNINGS 
136440 
13H44. 
14119. 
13970. 
14463. 
13963, 
14573. 
15562. 
163040 

0. 
0. 
0. 
0. 
0. 

14460. 

NUMBER 
O F  

PEOPLE 
700 
508 
655 
556 
397 
2816 
1145 
510 
345 
0 
0 
0 
0 
0 

4846 

b L 
TOTAL 

ANNUAL 
EARNINGS 

0. 
2526540 
15612551. 
16732786. 
13259749. 
94629an. 
7660395. 
625.3825, 
391 0527. 
1370054. 
143591 
15946. 

0. 
0.. 

76957940. 

L 
AVERAGE 
AhrNUAL 

EARNINGS 
0. 

11643. 
13~90. 
15508. 
16742, 
171120 
18110. 
18448. 
17775, 
15671. 
14359. 
15916, 

0 . 
0. 

15881 

A L L  
TOTAL AVERAGE 

ANNUAL ANNUAL 
EASNING5 EAHNIhGS 
10904325. 15578m 
767R175. 15115. 
10115511. 15444. 
8401635. 15111. 
6196526. 15583. 
432H604 1 . 15371. 
18570814. lb213. 
9092109. 16837, 
6008856. 17417, 

0 .  0. 
0. 0. 
0. 0. 
0. 0. 
0. 0. 

76QSTRlY. 15881 





MISCELLANEOUS INFORMATION 

MEMBERS OF THE 

ALASKA TEACHERS ' RETIREMENT SYSTEM 

Ac t i ve  Members 

In format ion  as of 
June 30, 1972 June 30, 1973 

(1) Number w i t h  complete i n fo rmat ion  5,504 4,846 

(2) Average Age 36.71 years 

(3) Average Serv ice t o  date 7.07 years 

37.29 years 

8.88 years 

(4)  Average Annual Salary $14,446 $15,881 

Ret i rees  and Bene f i c ia r i es  

(1) Number o f  Ret i rees and 
Bene f i c ia r i es  

(2) Average Age 66.81 years 

(3) Average Monthly B e n e f i t  $439 

382 

66.25 years 

$561 



APPENDIX 4 

ACTUARIAL DETERMINATIONS 



EXHIBIT 1 

DEVELOPMENT OF PENSION COST 

FOR 1975-76 

(1 )  Present  Value of  Benef i t s  (See Exhib i t  2) $209,888,990 

(2)  Value of  Assets o f  the Fund a s  of June 30, 1973 73,445,709 

(3 )  Present  Val ue of  Future Member Cont r ibut ions  34,195,854 

(4)  Present  Value o f  Future Supplemental Contr ibut ions 1,422,586 

(5)  Present  Value o f  Future Arrearage Payments 411,085 

( 6 )  Present  Value of Future Contr ibut ions from the 
Employer and t h e  S t a t e  ( (1 ) - (2 ) -  (3 ) - (4 ) - (5 ) )  100,413,756 

(7 )  Estimated Contr ibut ion from t h e  Employer and t h e  
S t a t e  f o r  t h e  1975-76 y e a r  ( (6 )  x .09227) 9,265,177 

(8)  Member S a l a r i e s  used i n  t h i s  va lua t ion  76,957,019 

(9 )  Contr ibut ion by t h e  Employer and t h e  S t a t e  f o r  
1975-76 a s  a Percentage of  S a l a r i e s  ( ( 7 ) / ( 8 ) )  12.04% 



EXHIBIT 2 

Retirement B e n e f i t  

D i s a b i l i t y  B e n e f i t  

Death B e n e f i t s  

Terminat ion Bene f i t s  

BREAKDOWN OF PRESENT VALUE 
OF BENEFITS 

Present Value o f  Present Value o f  
Accrued B e n e f i t  Ful l y  Pro jec ted  Benef i t  

Con t r i bu t i ons  p lus  I n t e r e s t  
f o r  I n a c t i v e  Members 2,367,373 2,367,373 

To ta l  Present Value o f  Bene f i t s  
f o r  a1 1 Non-Reti r e d  Members $101,025,484 

Present Value o f  Bene f i t s  f o r  
Pensioners 

To ta l  Present Value o f  Bene f i t s  $129,298,303 $209,888,990 



APPENDIX 5 

SUMMARY OF THE PROVISIONS 

OF THE 

ALASKA TEACHERS' RETIREMENT SYSTEM 

AS OF 

JUNE 30, 1973 



SUMMARY OF THE SYSTEM 

PI an 

The Teachers' Retirement System o f  Alaska i s  a j o i n t  cont r ibu-  

t o r y  re t i remen t  system t o  prov ide  b e n e f i t s  f o r  teachers o f  the  

State. 

E f f e c t i v e  Date 

June 30, 1955. 

Admini s t r a t i o n  o f  Plan 

The Commissioner o f  Admin is t ra t ion  i s  the  admin i s t ra to r  o f  t h e  

System; t h e  A1 as ka Teachers ' Retirement Fund Advisory Board 

makes recommendations t o  the  Commissioner o f  Administ rat ion;  

and the  Commissioner o f  Revenue inves ts  the  funds. 

Members h i p  

Membership i n  t h e  Alaska Teachers' Retirement System i s  

compulsory f o r  a l l  e l i g i b l e  teachers, school nurses, p r i n c i -  

pals,  superv isors and superintendents contracted on a f u l l -  

t ime bas is  i n  p u b l i c  schools i n  Alaska. 

E l i g i b i l i t y  Requirements 

A teacher i s  e l i g i b l e  t o  p a r t i c i p a t e  i f  he can complete a t  

l e a s t  15 years o f  c r e d i t a b l e  service, e i g h t  o f  which are  i n  

Alaska membership serv ice,  by t h e  f i r s t  o f  J u l y  f o l l o w i n g  h i s  

65th b i r thday.  



(6)  Credi ted Service 

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 r a t e  basis. Credit i s  granted 

f o r  a11 Alaskan public school service. 

Up t o  10 years of public school teaching service outside 

Alaska o r  i n  an ins t i tu t ion  of higher learning not under 

control of the Board of Regents of the University of Alaska i s  

credited f o r  retirement purposes. In addition, teaching 

service in BIA schools may be used to  increase total  outside 

and BIA service c redi t  t o  15 years. No fractional c redi t  i s  

granted f o r  outside service. 

(7) Contributions by Teachers 

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

base salary accrued from July 1 to the following June 30. 

(8) Vol untary Supplemental Contributions 

If a teacher wishes to  make his spouse or  minor children 

e l  igible  fo r  a spouse's pension and/or survivor 's  pension 

allowance he may e l e c t  t o  make supplemental contributions of 

an additional 1% of h is  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. 

(9) Retroactive Contributions - Arrearage Contributions 

If  a teacher was not subject t o  the provisions of the Retire- 

ment Act and, a t  a l a t e r  date became e l ig ib le  f o r  membership 



due to  1 egi sl a t ive  changes of the el i g i  bil i ty  requirements, 

the teacher may e l ec t  t o  receive credi t  f o r  his creditable 

service prior 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 f o r  any year 's  service 

a f t e r  June 30, 1955 plus in te res t  thereon. Retroactive 

contributions a re  not required fo r  credi 

service before June 30, 1955. 

In addition, i f  a member wishes to  recei 

tab1 e membership 

ve c redi t  under the 

System f o r  service performed outside Alaska, an arrearage 

indebtedness i s  established. 

Employers ' and S ta t e ' s  Contributions 

The employer and the State  each contribute an amount equal to  

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

butions t o  finance the benefits of the System. 

Rate of Interest  

The amount deposited i n  a member account will be credited w i t h  

i n t e re s t  a t  the r a t e  established f o r  a school year a t  the end 

of such school year. Effective July 1, 1973 the in te res t  ra te  

was increased t o  45577. 

Withdrawal of Contributions 

If a member terminates teaching services in Alaska and does 

not intend t o  re-enter membership service a t  a future date, he 



may withdraw h i s  con t r i bu t i ons .  A withdrawing teacher wi 11 

rece ive  h i s  t o t a l  c o n t r i b u t i o n s  p l u s  the  i n t e r e s t  c r e d i t e d  t o  

h i s  account. 

(13) Reinstatement o f  Cont r ibu t ions  

I f  Teachers' Retirement Cont r ibu t ions  a r e  withdrawn and a 

member subsequently resumes teaching i n  Alaska, he i s  indebted 

t o  t h e  Teachers' Retirement Fund i n  the  amount o f  t h e  previous 

c o n t r i b u t i o n s  t o  the  System i n c l u d i n g  any i n t e r e s t  paid. The 

re instatement indebtedness bears compound i n t e r e s t  a t  t he  r a t e  

prescr ibed by r e g u l a t i o n  t o  t h e  date o f  repayment o r  the  date 

o f  re t i rement ,  whichever occurs f i r s t .  

(14) E l i g i b i l i t y  f o r  Serv ice Retirement 

A teacher may apply f o r  re t i remen t  s a l a r y  i f  he has completed 

e i g h t  years of membership se rv i ce  o r  15 years o f  c r e d i t a b l e  

serv ice,  t he  l a s t  f i v e  of which have been membership serv ice,  

and has a t t a i n e d  t h e  age o f  55 years o r  i f  he has 25 years o f  

c r e d i t a b l e  se rv i ce  a t  any age. A r e t i r e d  teacher who has been 

r e c e i v i n g  a d i s a b i l i t y  re t i remen t  sa la ry  s h a l l  be e l i g i b l e  f o r  

a se rv i ce  re t i remen t  s a l a r y  upon o r  a f t e r  a t t a i n i n g  age 60. 

A teacher who has met a l l  o f  t h e  above requirements b u t  who 

has a t t a i n e d  t h e  age o f  65 years dur ing  a school year  s h a l l  be 

r e t i r e d  on J u l y  1 f o l l o w i n g  h i s  65th b i r t h d a y  unless the  

teacher i s  re ta ined  by request  o f  h i s  employer. (Compulsory 

re t i remen t  does n o t  app ly  t o  personnel o f  t he  U n i v e r s i t y  o f  

A1 aska. ) 

- 2 1  - 



(15) Computation o f  Average Base Salary 

A  teacher 's  average base s a l a r y  i s  determined by averaging t h e  

teacher 's  h ighes t  base s a l a r y  which he received f o r  any th ree  

o u t  o f  t h e  l a s t  10 years o f  membership serv ice.  

(16) Normal Retirement B e n e f i t  

A teacher i s  e l i g i b l e  f o r  a  normal re t i remen t  b e n e f i t  i f  he i s  

a t  l e a s t  60 years o f  age and has completed t h e  se rv i ce  c r e d i t  

requirements o r  i f  he has completed 25 years o f  c r e d i t a b l e  

serv ice.  The normal re t i remen t  b e n e f i t  i s  2% o f  t he  teacher 's  

h ighes t  average base s a l a r y  dur ing  any th ree  o f  t he  l a s t  10 

years o f  membership se rv i ce  mu1 t i p l i e d  by the  t o t a l  number o f  

years o f  c r e d i t a b l e  serv ice.  

(17) E a r l y  Retirement Benef i t  

A teacher i s  e l i g i b l e  f o r  e a r l y  re t i remen t  b e n e f i t s  i f  he has 

completed 15 years o f  c r e d i t a b l e  se rv i ce  o r  e i g h t  years o f  

membership se rv i ce  and has a t t a i n e d  the  age o f  55. I f  t h e  

teacher does n o t  apply f o r  re t i remen t  b e n e f i t s  t o  s t a r t  p r i o r  

t o  h i s  60th b i r thday,  he i s  e l i g i b l e  t o  rece ive  the  normal 

re t i remen t  bene f i t .  If t h e  r e t i r i n g  teacher e l e c t s  t o  have 

payments o f  t h e  b e n e f i t  begin p r i o r  t o  h i s  60th b i r thday,  the  

.annual annu i ty  i s  equal t o  h i s  normal re t i remen t  b e n e f i t  based 

on h i s  s a l a r y  h i s t o r y  and c r e d i t a b l e  se rv i ce  t o  h i s  re t i remen t  

date, reduced by one-half  o f  1% per  month f o r  each month by 

which h i s  age a t  re t i remen t  i s  l e s s  than 60 years. 



(18) Deferred Vested Bene f i t  

A teacher i s  e l i g i b l e  f o r  a deferred vested bene f i t  i f  he (1) 

terminates h i s  membership a f t e r  completing e i gh t  years o f  

membership service, and (2)  he does no t  withdraw h i s  r e t i r e -  

ment contr ibut ions.  Payment o f  t h i s  bene f i t  i s  deferred u n t i l  

the f i r s t  o f  the  month fo l low ing  the teacher's 60th b i r thday 

o r  the f i r s t  o f  the month i n  which the app l i ca t ion  f o r  bene f i t  

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

(19) Arrearage Payment - Ret i red Teachers 

I f  on the date o f  making app l i ca t ion  f o r  ret irement, a teacher 

has no t  pa id  the f u l l  amount o f  h i s  indebtedness inc lud ing 

i n t e r e s t  t o  the Retirement Fund, one o f  the fo l low ing  options 

may be chosen: 

opt ion 1: The ret i rement sa lary  can be wi thhe ld  u n t i l  the 

amount wi thheld i s  equal t o  the outstanding indebtedness. 

Option 2: A reduced annuity, completed by deducting 10% 

o f  the outstanding indebtedness a t  the t ime o f  ret i rement 

from the annual ret i rement salary, can be pa id  t o  the 

teacher. 

(20) Re-employment o f  a Ret i red Teacher 

If a r e t i r e d  teacher i s  re-employed as a f u l l - t i m e  teacher, 

h i s  ret i rement sa lary  w i l l  be suspended f o r  an e n t i r e  year o r  

f r a c t i o n  o f  a year. 



Retirement Cont r ibu t ions  a re  made a t  t he  op t ion  o f  such 

teacher and an a d d i t i o n a l  re t i remen t  b e n e f i t  may be accrued. 

D i s a b i l i t y  Retirement Benef i ts  

A d i s a b i l i t y  re t i remen t  annu i ty  may be pa id  i f  a teacher has 

become permanently d isab led and has a t  l e a s t  f i v e  years o f  

membership serv ice.  

The bene f i t  w i l l  be equal t o  50% of the  d isabled teacher 's  

base s a l a r y  immediately p r i o r  t o  becoming disabled. This 

b e n e f i t  w i l l  be increased by 10% o f  the  teacher 's  base s a l a r y  

f o r  each minor c h i l d  up t o  a  maximum o f  f o u r  minor c h i l d r e n  

u n t i l  t h e  f i r s t  day of t h e  month i n  which t h e  c h i l d  ceases t o  

be a  minor. 

When the  d isab led teacher a t t a i n s  age 60 the  d i s a b i l i t y  sa la ry  

w i l l  au tomat i ca l l y  terminate. A normal re t i remen t  s a l a r y  w i l l  

be computed as i f  t h e  teacher had been i n  membership se rv i ce  

dur ing  the  pe r iod  o f  d i s a b i l i t y ,  and a  se rv i ce  re t i remen t  w i l l  

be granted. The base sa la ry  used w i l l  be the  same used i n  

computing the  d i s a b i l i t y  bene f i t .  

Cost-of -L iv ing Allowance 

A r e t i r e d  teacher whose permanent residence i s  i n  Alaska sub- 

sequent t o  re t i remen t  and/or whose absence i s  o f  a  temporary 



nature, n o t  t o  exceed s i x  months, f o r  t r ave l  o r  vacation 

purposes i s  e n t i t l e d  t o  rece ive a cost-of-1 i v i n g  a1 lowance, 

no t  t o  exceed 10% o f  h i s  annual ret i rement sa lary  i n  add i t i on  

t o  h i s  ret i rement benef i t .  

Post-Reti rement Pension Adjustment 

This adjustment i s  promulgated by regu la t ion and payable t o  a 

r e t i r e d  teacher when the administrator  determines t h a t  the 

cost  o f  l i v i n g  has increased and the f i nanc ia l  condi t ion o f  

the fund permits payment of the adjustment. The amount of 

increase i n  any year sha l l  no t  exceed 4%. 

Exemption from Taxation and Process 

Teachers' ret i rement sa la r ies  are exempt from s ta te  and 

municipal taxes, are no t  subject  t o  execution, attachment, 

garnishment o r  o ther  process, bu t  must be reported t o  the 

I n te rna l  Revenue Service f o r  federal  tax  purposes. 

Lump Sum Death Benef i t 

Upon death o f  a member who has made no supplemental con t r i -  

but ions o r  who made supplemental cont r ibut ions f o r  less  than 

one year, a 1 ump-sum bene f i t  sha l l  be pa id  t o  the designated 

benef i c i  ary. 

Upon death o f  a teacher who was i n  membership serv ice a t  the 

t ime o f  h i s  death, the lump-sum bene f i t  i s  the teacher's 

accumulated cont r ibut ions w i t h  i n t e r e s t  thereon t o  h i s  date o f  



death. An additional death benefit equal to  $1,000 plus $100 

for  each year of completed service plus $500 i f  the teacher i s  

survived by one or  more minor children is also payable. In no 

case shall the additional benefit exceed $3,000. 

If the teacher had received a retirement benefit prior to  his 

death, payment shall  be his accumulated contributions, plus 

in teres t ,  minus a l l  benefits paid. 

If a member fai led to  designate a beneficiary, o r  i f  no desig- 

nated beneficiary survives the member, payment shall be made: 

(1) t o  his surviving spouse or  i f  there i s  no surviving 

spouse, 

(2 )  ' t o  his surviving children i n  equal parts,  or i f  

there are  none surviving, 

(3) t o  his surviving parents in equal parts,  or, i f  

there are  none surviving, 

(4) t o  his estate .  

(26) Survivor's A1 lowance 

If a teacher dies while in service or  while receiving re t i r e -  

ment salary, i s  survived by one o r  more minor children and has 

made supplemental contributions for  a t  l eas t  one year before 

his death, his surviving spouse i s  ent i t led to the survivor's 

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



base salary immediately prior t o  his death o r  becoming dis- 

abled for his spouse and 10% for each minor child up t o  a 

maximum of four. 

(27) Spouse's Pension 

If any teacher has made supplemental contributions for a t  

least one year and dies while in service or while receiving a 

retirement salary or i s  entitled t o  a deferred vested benefit, 

the surviving spouse i s  entitled to receive the spouse's 

pension. The amount of the benefit i s  50% of the service 

retirement salary that 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  coinciding w i t h  or next following the 

spouse's 60th birthday or date of total and permanent dis- 

ability. , The final payment i s  made the f i r s t  day of the month 

in which the spouse dies or remarries. 

(28) Medical Benefits 

Teachers who are receiving or who  are entitled t o  receive a 

service retirement salary and who are not  or will not  be 

entitled t o  federal Medicare benefits are guaranteed t o  be 

covered by equivalent benefits provided through insurance or 

the Retirement System. 


