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Think Ahead

Answer the following questions to help you visualize your life in retirement:

“ Where will you live? “ What are your travel plans?

% What will a typical day be like? “ What new interests/hobbies will you explore?

“ With whom will you be spending time? “ What is the most important thing to you about retirement?

% Will you be caring for someone elderly? “ What will be some of your major financial and other obligations?

What Does Life in Retirement Mean for You?

Retirement isn't what it used to be for many
Work full time,

new job or career: 6%

h Unsure: 3%

of us. A study by the American Association
of Retired Persons (AARP) found that 69%

. Start own
of workers age 45 and older plan to continue business: 10%

working in some way once they “retire.” The
chart to the right summarizes the survey and
reflects what retirement may actua]ly mean for

many people.®

Stop work
completely: 28%

AARP may be a useful resource for information
on issues relating to retirement. You can visit

the Website at www.aarp.org.

Work part time for
interest or enjoyment: 34%

Work part time for
#Source: AARP Survey, September 2004 needed income: 19%

Planning Tools

Inside this Retirement Planning Guide you'll find the following tools to help you prepare for your retirement and

choose an investment strategy and investments that can help you reach your financial goals.

In This Pocket
<+ PERS/TRS DCR Plan Summary

In the Back Pocket
%+ Investment Options

% General Plan Information




Save Today for the Retirement of Your Dreants

Your retirement may hold a great deal of promise: travel, vacations, family and the time to pursue

your dreams. Al’ld to reach these gO&lS, you must prepare by planning your finances now.

The Alaska Public Employees’ Retirement System Tier IV and Teachers’ Retirement System Tier
IIT Defined Contribution Retirement (PERS/TRS DCR) Plan provides the ability to help you

build significant tax-deferred savings and expand your opportunities available upon retirement or

severance of employment. Working with other retirement income sources you may have, such as

your personal savings and Social Security benefits, the PERS/TRS DCR Plan can help you build

a more secure retirement.

See Your Future in a New Light
Eavsential Tools of Your Program

The following features and benefits of the
PERS/TRS DCR Plan can help make your

financial future bright.

Tax-deferred savings

By saving before tax, your contributions can
grow without being reduced by current federal
taxes. You will have more money to save at the
end of each pay period than if you were saving
the same amount with after-tax dollars.

Easy, automatic payroll deductions

The mandatory contributions that you make to
the PERS/TRS DCR Plan are automatically
deducted from each paycheck. You'll be
investing on a regular basis and following a
great savings principle: Pay yourself first!

Investment choice

The PERS/TRS DCR Plan offers a diverse
array of investment options. Please refer
to the [Investment Options included in this
packet for descriptions of your choices.

Convenient account management

The Alaska Division of Retirement and Benefits
Website

detailed program and account information, and

at www.state.ak.us/drb provides

the Account Information Online link allows
you the flexibility to make changes online.
You can also manage your account by calling
KeyTalk®at 1-800-232-0859." More information
on these services can be found on page 8 of
this Retirement Planning Guide and in the

PERS/TRS DCR General Plan Information sheet
included in this packet.

Reality Investings
As a participant in the PERS/TRS DCR

Plan, you now have access to three levels of
investment advisory services called Reality
Investing. Reality Investing offers you the
ability to select a retirement planning strategy
based on your comfort level with investing.
To start out, you are automatically enrolled
in the Plan’s Managed Account service. Read
more about Reality Investing on page 6 of
this guide.

T Access to KeyTalk and the Website may be limited or unavailable during

periods of peak demand, market volatility, systems upgrades/maintenance
or other reasons.

By reading this Retirement Planning Guide
and the other tools avatlable in this kit, you
can learn how to assess your needs and choose
the investment strategy and investments that
make sende for you.



Understanding Your Financial Forecast

When planning for your financial future, consider these factors.

You may need to replace at least
70% to 80% of your annual
preretirement working income.

Experts suggest that you’ll need about this
amount at a minimum to continue your current
lifestyle after you stop working full time. And
depending on your financial goals, you may
even want to replace up to 100% or more of

your preretirement income!

We're living longer and healthier
lives than ever before.

Most of us will live 20 years or more after
we retire. In fact, it is estimated that the
number of people age 65 and older will nearly
double by 2030. We expect to lead fuller, more
active lives than previous generations. But at
the same time, the costs of maintaining our
health and lifestyles are rising each year. In
addition, many of us may have a hand in caring

for our parents.

Social Security may not be enough.

Benefits from Social Security will probably
replace less than 20% to 30% of your annual
income, provided you are eligible for Social
Security benefits. If you have a higher income, it
could replace as little as 10%. Note that Alaska
teachers do not participate in Social Security
and many public employers, like the State
of Alaska, have opted out of Social Security
participation. Teachers and public employees
who do not contribute to Social Security but
who were eligible for such benefits through

prior employment may have their eligibility
offset by the federal Windfall Elimination
Provision (WEP).

Don’t forget about inflation.

To keep pace with an estimated 3% annual rate
of inflation, $20,000 today would have to grow
to $36,122 to have the same buying power 20

years from now.

For more information on your posstble Social Security benefits and the effects of the WEP, vsit the Social

Security Webdsite at www.sva.goviplanners/calculators.btm. You'll find interactive retirement calculators

that allow you to get a rough estimate of what you can expect tn Soctal Securcty benefits.

Whatever your wishes for retirement, you can count on this: Almost everything will cost more

in the future than it does today! Here’s a brief perspective on time and the rising costs of living

(assuming a 3% annual inflation rate).

Keeping Up with Inﬂation

Average Cost Today
ltems in Urban Alaska Projected Cost in 20 Years
Alaska home $249,000 $449,722
Cost of food for a
family of four, one week $118 $213
Auto insurance? $972 $1,755
Annual tuition/
fees at University of Alaska-Fairbanks $4,500 $8,128
Round of weekend golf
at The Anchorage Golf Course (w/o cart) $38 $69
14-day Caribbean cruise (w/o airfare) $3,439 $6,211
2 Liability only.

Sources: Kear/Stevens Research, Alaska Dept. of Labor and Workforce Development, Alaska Housing Finance Corporation,
www.statefarm.com and Expedia.com. Although a hypothetical 3% figure was used, the actual home appreciation rate would

most likely be higher.



What You Have vs.
What You Will Need

Please complete the following worksheet to help you
determine how much income you will want from your
PERS/TRS DCR Plan. The amount in number 5 is an
estimate of the percentage of your retirement income
you will need your PERS/TRS DCR Plan to provide.
It's an important number to keep in mind as you move

down the path toward a more secure financial future.

The Importance of Personal Savings

How Muich Can 1 Expect?
Financial advisers stress that personal savings are the

foundation of a comfortable retirement. Rising costs, longer
1. Percentage of retirement income you expect life spans and the desire to do more in retirement add to the

from Social Security: importance of saving enough for a secure future.

%

Your personal savings may include money in bank accounts,
mutual funds, certificates of depositz, stocks and bonds,

2. Percentage of retirement income you expect

v vy il gl a solbilh o pame e Individual Retirement Accounts (IRAs) or other investments

outside of Social Security and the plans provided by the
% Alaska Division of Retirement and Benefits.

3 Certificates of deposit are insured and offer a fixed rate of return, whereas both the principal
and yield of bonds and stocks will fluctuate with market conditions.

3. Percentage of retirement income you expect

fI‘OI’Il your personal savings:

%

4. Add up and note the percentage of retirement
income you expect from numbers 1, 2 and 3
above. This is the percentage of income you
expect to be provided from all sources other

than your PERS/TRS DCR Plan:
%

5. Subtract the amount in number 4 from 100.
This is the percentage of retirement income

you are going to need from your PERS/TRS S(ZVL'/Zlq [/Q/“()l{g/? [/25 PERS/TRS DCR

DCR Plan: .
% Plan can help you close your retirement

tncome gap.



Take the First Step: Save Today

You're probably already asking yourself the big question: How much in actual dollars should I be saving? The fact is, it
can be a bit overwhelming (and even frustrating) to try and figure out just how much money you need to save for your

future —especially when you're trying to factor in Social Security or any other income you're expecting.

As a starting point, here’s a simple rule of thumb that many financial advisers use: If you are in your 20s, save 7% of your

salary; in your 30s, save 10%; in your 40s, save 15%; and in your 50s, save 20%.

Source: Great-West Retirement Services”

The Benefits of Saving

This Retirement Planning Guide involves exploring some of the savings opportunities available to you and taking advantage
of them to better yourself financially. The PERS/TRS DCR Plan is one such opportunity. Participating in the PERS/TRS

DCR Plan allows you to take advantage of some very special features.

Automatic Payroll Deductions

It pays to save through the PERS/TRS DCR Plan. Your deductions are automatically taken out of each paycheck before
you even see them. Out of sight, out of mind—what you save you won’t spend! You will also be following a great savings
principle: Pay yourself first.

Before-Tax Savings
Contributions you make to your PERS/TRS DCR Plan are taken out of your pay before federal taxes are calculated, which

reduces your current taxable income. That means you’ll have more money in your pocket at the end of each pay period than

if you were saving the same amount with after-tax dollars.

Consider this example: Sarah earns $3,500 a month in regular pay. At this pay rate, her 8% mandatory contribution is $280.
Let’s compare how much she would save before tax (through the PERS/TRS DCR Plan) versus after tax (through a savings

account at a bank, for example).

Employer Match Before Tax vs. After Tax

As a participant in the PERS/TRS DCR Plan,

you will also receive a matching contribution from Sarah’s Paycheck Comparison

your employer! ) ]
Savings Savings

PERS employees receive an additional 5% of their Before Tax  After Tax
gross eligible compensation. If Sarah is a PERS

Gross Pay $3,500 $3,500
employee, she will receive a $175 contribution to her A
PERS DCR Pl h hE h ] Less: Contributions to
an each month from her employer. the PERS/TRS DCR Plan (Before Tax)  -$280 0
TRS employees receive an additional 7% of their Taxable Pay $3,220 $3.500
gross eligible compensation. If Sarah is a TRS Less: Estimated Tax Withheld $805 $875
employee, she will receive a $245 contribution to ) .C tributions 1o Oth
. ess: Contributions to Other
her TRS DCR Plan account each month from Savings (After Tax) 0 $280
her employer. .
_ _ Remaining Pay $2,415 $2,345
You will become fully vested in your employer’s A p— $70 None

matching contributions after five years of service

with your employer. Vesting refers to the percentage . o
By saving before tax in this Plan, Sarah has $70 more to spend
(or save!) each month—which translates into $840 more per
year!

Source: Great-West Retirement Services, 2006. This hypothetical illustration assumes
a federal tax withholding of 25% for the before- and after-tax examples. It does not
account for Social Security and Medicare taxes.

of your account you are entitled to receive upon the
occurrence of a distributable event. See the General
Plan Information included.




TaX—Deferred Comyounding: Growinyg Your Contributions Wisely

By saving before taxes, your
contributions (as well as the employer
matching contributions) can grow
without being reduced by current
taxes. And with the added benefit

of compounding, earnings on all
contributions are reinvested in your
account, where they have the potential

to keep growing.

The following graph illustrates how
Sarah’s $280 monthly contribution
(plus an additional $175 employer match
for PERS employees and $245 match
for TRS employees) could grow over
10-, 20-, 30- and 40-year periods in her
tax-deferred PERS/TRS DCR Plan
(assuming a hypothetical 8% annual
rate of return). Compare this with a
$280 monthly contribution to a taxable
investment (such as a bank savings
account) where you would not receive
an employer matching contribution.
As you can see, putting tax-deferred
compounding to work for you can make
a significant difference in your savings

potential over time.

Power of Comyounding

. Tax-deferred 8% return (7% TRS Employer Match)

$1,762,621
. Taxable 8% return
$1,527,604
$770,779
$668,008
$551,200
$311,364
$281,574
$269,849
$131,016
$98,567
$85,424
$46,945
10 Years 20 Years 30 Years 40 Years

Source: Kmotion Research and Kear/Stevens. This is for illustration purposes only and assumes a hypothetical 8% annual
rate of return (compounded yearly) and a 25% federal tax rate. Withdrawals of tax-deferred accumulations are subject
to ordinary income tax. These examples do not reflect any applicable fees. If such fees were deducted, the tax-deferred
accumulations above would be reduced. These hypothetical illustrations are not intended to represent the actual
performance of any particular security or investment plan, nor do they project or predict future investment results.

Tax-Deferred

PERS Account
Potential Account Balance
After 40 Years $1,527,604
Divided by 20 =
Annual Withdrawal $76,380
Less: Taxes ($19,095)
Potential Annual
Retirement Income $57,285

Let’s take a look at the difference tax-deferred

Tax-Deferred Taxable . . .
compounding can make in terms of retirement
TRS Account Account . .. .
income. Assume that upon retiring, Sarah decides
to divide up her account balance into 20 equal
$1,762,621 $551,200 withdrawals. She plans to make one withdrawal
each year over a 20-year period. Sarah chooses
$88,131 $27,560 20 because she can reasonably expect to spend at
least that many years in retirement.
($22,033) 0
$66,098 $27,560

Tax-deferred compounding allows Sarah to have over $29,725 more each year if
she is a PERS employee, and $38,538 more each year if she is a TRS employee.

Note: This illustration assumes a 25% federal income tax bracket. It does not take into account any
annual earnings or losses that may accumulate on the remaining balance of these two accounts over the
years. This example does not reflect any applicable fees. If such fees were deducted, the tax-deferred
accumulation above would be reduced. This hypothetical illustration is not intended to represent the
actual performance of any particular security or investment plan, nor does it project or predict future
investment results.




Introducing Reality Investin

Retirement Strategies for Your Reality

Your vision for your retirement is as unique as your fingerprint. Doesn't it make sense that the way

you plan for retirement fits that uniqueness?

That's why your PERS/TRS DCR Plan features Reality Investing—a choice of retirement planning
services that fit the way you live today so you can prepare for the retirement you want tomorrow.
Reality Investing offers different retirement planning strategies for different types of investors.
Your employer automatically enrolled you in the Managed Account service upon your date of hire,

but you may prefer a different option.

The first step in reaching your retirement goals is deciding which type of investor you are. By
answering “yes” or “no” to the following questions, you can get a pretty good idea.

What fype of investor are you?

1. Do you have the time necessary to manage your account?
Q Yes Q No

2. Do you read any financial news publications?
Q Yes Q No

Once you understand your
investor type, you can pick
the retirement planning
strategy best suited to your
unique situation.

3. Do you understand how changing market conditions might
affect the value of your account?
O Yes O No

4. Do you know how much money you will need to retire?
Q Yes Q No

5. Do you know how to invest your money to achieve
your goals?
U Yes U No

How did you score?

If you answered “yes” up to three times, and you answered “no” to questions 1 and 5, you
are probably a Do-It-For-Me Investor™. You would rather leave investing and
account management to the professionals. As a new participant in the PERS/TRS
DCR Plan, you are automatically enrolled in the Managed Account service for the
Do-It-For-Me Investor.

If you answered “yes” three to four times, you are probably a Help-Me-Do-It Investors™. You

take a more hands-on approach, but want a little help from time to time.

If you anowered “yes” five times, you are probably a Do-It-Myself Investors™. Youre more
comfortable in the driver’s seat, researching and picking your own investments and

managing your own accounts.



Choosing Your Retirement Planning Strategy

The Managed Account Service for the
Do-It-For-Me Investor

With the Managed Account service, Advised Assets
Group, LLC (AAG)—a wholly owned subsidiary of
Great-West Life & Annuity Insurance Company—acts
as your investment manager and adviser. AAG will
coordinate with an independent financial adviser, who
is also a registered investment adviser, to choose
and initiate an investment plan from the investments
offered by the PERS/TRS DCR Plan. The selection
will be based on information you supply about your
finances, retirement goals and life circumstances. Over
time, you keep AAG up to date on your situation, and
AAG monitors your account to help make sure you
stay on track with the appropriate allocation and
diversification strategy.

As a new participant in the PERS/TRS DCR Plan, you
are automatically enrolled in the Managed Account
service. You will soon receive a welcome kit from
AAG that explains your current portfolio strategy and
allows you to personalize your account with additional
information about yourself and your financial situation.
You will have 60 days from your date of hire to preview
this service for free. If you choose to remain in this
service, you don't need to do anything; however, if you
want to move to another service, you must first cancel
your Managed Account participation. If you cancel
after the 60-day free trial period ends, you will be
charged for the quarter. The fees for this service are
listed in the chart below.

You may find that the Managed Account service is not
the best strategy for you. If that is the case, you may
cancel the service at any time via KeyTalk by calling
1-800-232-0859 and selecting option 6 after logging
in. You may also cancel the service by accessing your
account on the Web at www.state.ak.us/drb. Under
Programs, select Defined Contribution Retirement
Plan and then Account Information Online. Click on
the Reality Investing tab after you have logged in to
your account.

Managed Account Service Annual Fees

An annual fee based on your account balance will be assessed to your
account quarterly. For example, tf you have a $10,000 account balance, the
annual fee to have your account managed would be $50 per year. Thats only
$12.50 per quarter when you participate in the Managed Account service for
professional portfolio management. See below for the complete fee schedule.

Account Balance Annual Fee
Less than $100,000 0.50%
Next $150,000 0.40%
Next $150,000 0.30%

Greater than $400,000 0.20%

Online Investment Guidance and Online Investment
Advice for the Help-Me-Do-It Investor

If you like the flexibility of charting your own investment
course and managing your own account, but still want to
draw on some expert advice from time to time, the PERS/
TRS DCR Plan offers two innovative services: Online
Investment Guidance and Online Investment Advice.

With Online Investment Guidance, you can get personalized
asset allocation and savings rate recommendations that help
in building your own portfolio from your Plan’s available
Investment options.

With Online Investment Advice, AAG will recommend
a portfolio based on information you supply, using the
investment options available in your Plan. You can
implement the recommendations as you see fit and generate
new recommendations when your situation changes. The
Online Investment Advice service has a $25 annual fee,
which is assessed to your account at $6.25 per quarter.

Investment Information Resources for the
Do-It-Myself Investor

You know what you want from your retirement account,
and you're confident you know how to
get there with the right information.
The PERS/TRS DCR Plan puts all
the information you will need right
at your fingertips. You will have free
online access to Investment Option
Detail Sheets, calculators and market
information that can help you make
educated decisions on investment
choices that are right for you.

You will also have access to the Online
Investment Guidance and Online Investment Advice tools

discussed above any time you want a different perspective.

Stay the Course

Reality Investing can help ensure that regardless of how
much investing knowledge you have—or how much time
you have to research your options~you can stay on course
for the retirement you want.

For more information about the Reality Investing services,
you may call KeyTalk at 1-800-232-0859 and select
option 6 to speak to an AAG Adviser Representative, or
log on to your account at www.state.ak.us/drb. Under
Programs, select Defined Contribution Retirement Plan.
At the Defined Contribution Retirement Plan home page,
select Account Information Online.
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Tmcking Your Account

Shortly after your first payroll contribution, you will receive a Personal Identification Number
(PIN).” This will allow you to track and manage your account, as well as access a full menu of

online advice and planning tools at www.state.ak.us/drb.

# Under Programs, select Defined Contribution Retirement Plan.

“ At the Defined Contribution Retirement Plan home page,

select Account Information Online.
“ For initial access, you'll need your Social Security number.

You can also access your account by calling KeyTalk at 1-800-232-0859. You will need your Social
Security number and PIN to log in.

Quarterly statements will be mailed to you along with newsletters that provide important
information about the PERS/TRS DCR Plan and general financial and investment topics. And

remember that you may need to adjust your Investment strategy as your circumstances change.

In addition, you can visit the American Savings and Education Council Website at
www.asec.org. Click the Ballpark E$timate button to check out the Ballpark Retirement Savings
Estimator. If you complete the worksheet online, the computer will do the math. If you decide to print

out the Estimator, you'll have to do the math. A printable version is also available in Spanish.

Online File Cabinet®—This provides a fast, efficient way to view your account information
online versus waiting for statements to be mailed to you each quarter. Whenever a new statement
or document is added to the Online File Cabinet, you'll receive an e-mail notification that it is
available to view and download. Once you have logged on to the Account Information Online
Website, just click on the Online File Cabinet link to sign up. Once you are signed up, you can read
and print out all new information, as well as previous statements. Statements and all accompanying
documents will remain available through the Online File Cabinet for a minimum of two years.

Note: You will no longer receive a paper statement by mail if you use the Online File Cabinet.

“The account owner is responsible for keeping the assigned PIN confidential. Please contact Great-West Retirement Services immediately if you suspect any
unauthorized use.

Great-West Retirement Services refers to products and services provided by Great-West Life & Annuity
Insurance Company and its subsidiaries and affiliates. Securities, when offered, are offered through GWFS
Equities, Inc., a wholly owned subsidiary of Great-West Life & Annuity Insurance Company. Investment

options are offered through a combination of mutual funds and collective trust funds.

Managed account, guidance and advice services are offered by Advised Assets Group, LLC (AAG), a
federally registered investment adviser and a wholly owned subsidiary of Great-West Life & Annuity
Insurance Company. Representatives of GWFS Equities, Inc. are not registered investment advisers, and
cannot offer financial, legal or tax advice. Please consult with your financial planner, attorney and/or tax

adviser as needed.

Great-West Retirement Services®, the Partnership Logo, KeyTalk® Reality Investing®, Do-It-For-Me
Investors™, Help-Me-Do-It Investors™, Do-It-Myself InvestorS™ and Online File Cabinet® are service marks
of Great-West Life & Annuity Insurance Company. All rights reserved. Not intended for use in New York.
Form# CB1027PG-DCRPIlan (07/15/2006)



Alaska PERS/TRS Defined Contribution Retirement Plan

Alaska Division of Retirement and Benefits Website Address: www.state.ak.us/drb
Under Programs, select Defined Contribution Retirement Plan.
At the Defined Contribution Retirement Plan home page, select Account Information Online.
KeyTalk®: 1-800-232-0859
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