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Richard W. Freer 
Conunissi oner of Administrati on 
S t a t e  of Alaska 
Department of Administration 
Pouch C 
. Juneau, Alaska 99801 

Actuarial Sta tus  - 
A1 aska Pub1 i c Eixployees ' Zeti reii~cnt Sys tern 

aear  Cornmi ss ioner  Freer: 

This i s  a b r i e f  statement t o  out l ine  the actuar ia l  s t a t u s  of the Alaska 
Public Employees' Retirement System. 

The actuar ia l  valuation which we perform each year  w i t h  respect  to  the 
Alaska Public Employees ' Retirement System has the  following objectives:  

(1) To examine the s t a t u s  of funding of the Systein. 

( 2 )  To develop contribution ra tes  f o r  each par t i c ipa t ing  employer 
i n  the Sys tern which are  adequate t o  support the  benefi t s  of 
the System. 

Based upon the actuar ia l  method shown i n  Exhibit I and assumptions shown 
r in Exhibit 11, the contribution levels  shown i n  Exhibit I11 are  adequate 

t o  support the benef i ts  of the  System. 

Although the funding levels  vary by employer, the funding s t a t u s  of the 
F Systeni as  a whole can be shown as follows: 

(1) Present value of a l l  benef i ts  earned t o  
C the valuation date (December 31, 1973) $66,504,970 

( 2 )  Values of assets  of the Systen $65,970,873 
C 

(3) Funding  r a t i o  ( ( 2 ) / ( 1 ) )  99.20% 

C 
This means t h a t  the assets  of the System are  s u f f i c i e n t  t o  cover 99.20% 
of the l i a b i l i t i e s  f o r  benef i ts  earned t o  the date of the  valuation. 

Marsh & McLenncrn Incorporated, Norton Building, Seattle, Washington 98104 206/624-7900 



Mr. Richard W. Freer - 2 - October 18, 1974 

This i s  a very respectable funding level given the ase of the Systerri and  
the improvements in the System enacted since i t s  inception. However, the 
level of the funding r a t io  i n  anci of i t s e l f  i s  not so s i g n i f i c a n t a s  i s  
the progression of these rat ios  on a year-by-year basis.  

I n  summary, my opinion would be that  
i s  sat isfactory t o  support the 

riiSL: rs 
Attachments 



EXHIBIT I 

ACTUARIAL METHOD 

The actuarial  method used i n  this valuation i s  known as the Aggregate 

Method with Supplemental Liabili ty.  Under th i s  method, the Consolidated 

Employer Contribution Rate i s  determined as follows: 

The present value of a l l  benefits accrued ;:nd expected to be 

earned in the future f o r  non-retired participants i s  calculated, 

taking into account expected levels o f  mortal-ity, turnover, 

disabil  i ty ,  salary increases, and investmext performance. 

Such present value of benefits i s  reduced by the sum of: 

( a )  The present value of future employee contributions, 

I taking into account the same items as enumerated i n  (I), 

above.. 

(b) The to ta l  l i a b i l i t y  f o r  benefits earned to  the valuation 

date. 

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

benefits to  be funded by employer contributions a t  the Consoli- 

dated Rate and i s  called the "Present Value of Future Employer 

Normal Costs." 

The Consolidated Employer Contribution Rate i s  determined by 

dividing the Present Value of Future Employer Normal Costs by 

the present value of future sa la r ies ,  calculated taking into 

account those factors  enumerated i n  item (1) above. 



The to ta l  Employer Contribution Rate f o r  each participating employer i s  

the Consolidated Employer Contribution Rate plus that  contribution ra te  

suf f ic ien t  t o  fund the unfunded accrued benefit l i a b i l i t i e s  of such 

empl oyer over 40 years. 

This method effect ively spreads the portion of  the total  projected 

present value of benefits t o  be financed by fzture  employer contribu- 

t ions over the expected future working 1 i f e t ixe  o? the currently covered 

group. I t  has the advantage tha t  the e f f ec t  o f  actuarial  gains and 

losses (which a r i se  from actual experience tha t  deviates from the 

actuarial  assumptions used) i s  automatically spread over th i s  period. 



EXHIBIT I1 

ACTUARIAL ASSUMPTIONS 

The following assumptions were used as the basis fo r  the valuation 

included i n  the report: 

(1) Investment Yield: 5% per annum, ne t  o f  expznses. 

( 2 )  Assets: Valued a t  cost. 

( 3 )  Experience: Active Employees 

( a )  Retirement Age - Police & Fire 

- Others 

(b) Disabili ty - See attached Schedule I .  

( c )  Separation - See attached Schedule 11. 

55 or 20 year*s 
service. 

60 or  30 years 
service. 

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

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

(4) Experience: Pensioners and Beneficiaries 

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

(b) Disabled - 1944 Disabled Railway Employees Select Mortality 
Tab1 e. 

(5) Loading: None 



Schedule I 

PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

Disab i l i ty  Rates 

All Employees 

Annual Rates Per 1,000 Employees 

Age Rate 



Schedule I1 

STATE OF ALASKA 

VALUATION TURNOVER RATES 

Age 

20 
2 1 
2 2 
23 
24 
2 5 
2 6 
2 7 
28 
2 9 
30 
3 1 
3 2 
3 3 
34 

1 35 
36 
37 . 
38 
39 
40 
4 1 
4 2 
43 
44 
4 5 
4 6 
47 
4 8 
4 9 
5 0 
5 1 
52 
5 3 
54 
55 
56 
5 7 
5 8 
59 
6 0 

Fema 1 z 

.3753 

.349O 
,3290 
.3254 
.3162 
.3041 
,2916 
-2814. 
.2792 
.2734 
.2652 
.2560 
.2471 
.2435 
.2342 
.2218 
.2087 
,1973 
.I937 
.I845 
.I725 
,1603 
.I505 
-1480 
.I416 
-1335 
-1237 
. I200 
.I192 
. I173 
. -i :. SO . r- . I : ~ 8  

? 115 
. ' ! ~ 2  
-1108 
-2107' 
. ill4 
.I125 
.I156 
-1208 
. I277 



EXHIBIT I11 

PENS ION CONTRIBUTION LEVELS 

FOR 

' Employer 

(I) State of Alaska 

(2) City of Skagway 

(3) City & Borough 
of Sitka 

(4) City of Fairbanks 

(5) City of Haines 

University of Alaska 
,' 

City of Kodiak 

Alaska ~unici~al League 

City of Kenai 

Anchorage Borough Schools 

Greater Anchorage 
Borough 

North Star Borough 

Ketchikan Gateway 
Borough 

City of Valdez 

Matanuska-Susitna 
Borough 

City of Soldotna 

City and Borough of 
Juneau 

City of Anchorage 

City-of Wrangell 

Percentage 
of 

Involved 
Payroll 



October 22, 1974 

Mr. Richard W. Freer 
Commissioner of Administration 
State  of A1 as ka 
Pouch C 
Juneau, A1 as ka 99801 

Dear Commissioner Freer: 

A t  your request, we have completed an actuarial  valuation of the Alaska 
Public Employees' Retirement System as of December 31, 1973, i n  order to  
examine the financial s ta tus  o f  the System and t o  determine the Employer 
contribution rates  f o r  the 1975-76 f i sca l  year. 

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

On the basis of t h i s  data and the actuarial  method and assumptions 
described in t h i s  report ,  I 
and be l ie f ,  the attached s t a  

NSL : rs 
Attachments 

Marsh 8 McLennan Incorporated, Norton Building, Seattle, Washington 98 104 206/624-7900 
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SECTION I 

INTRODUCTION 

I n  accordance w i t h  your  request, we have performed an a c t u a r i a l  va lua t ion  

o f  t h e  Alaska Pub l i c  Employees' Retirement System as o f  December 31, 

1973. 

The purposes o f  t h e  va lua t ion  are: 

(a) To examine t h e  s ta tus  o f  funding o f  t he  System. 

(b) To e s t a b l i s h  c o n t r i b u t i o n  ra tes  f o r  t h e  Sta te  o f  Alaska and 

a l l  o the r  p a r t i c i p a t i n g  employers f o r  t h e  1975-76 f i s c a l  year  

based upon t h e  prov is ions  o f  t h e  System as o f  t h e  va lua t ion  

date and amendments enacted by the  1974 Leg is la ture .  

The r e s u l t s  o f  t h i s  a c t u a r i a l  va lua t ion  a re  based upon a c t u a r i a l  assump- 

t i o n s  and methods which a re  i d e n t i c a l  t o  those used i n  the  p r i o r  va lua t ion .  

On t h e  fo l l ow ing  page you w i l l  f i n d  summarized 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 lua t ion  w i t h  respect  t o  the  bene f i t s  o f  t h e  System as i t  

e x i s t e d  on t h e  v a l u a t i o n  date. 



- 
VALUATION SUMMARY 

Employer 

State o f  Alaska 

C i t y  o f  Skagway 

City and Borough 
o f  S i  tka  

C i t y  o f  

City o f  

Un i vers 
A1 aska 

C i t y  o f  

City o f  

Fairbanks 

Ha i nes 

Val dez 

Kodi a k 

A1 as ka Municipal 
League 

City o f  Kenai 

Anchorage Borough 
School s 

Greater Anchorage 
Borough 

North Star  
Borough 

Ketchi kan Gateway 
Borough 

Matanus ka-Susi tna 
Borough 

C i t y  o f  Soldotna 

City and Borough 
o f  Juneau 

TOTAL 

OLD BENEFIT PROVISIONS 

----Pens ion  Cos t---- 
Percent 

Estimated o f  
Do1 l a r  Involved 
Amount Payro 1 1 

Present 
Value o f  

A l l  Accrued 
Benef i ts  

$41,650,773 

12,294 

871,075 

3,136,544 

31,322 

3,862,108 

40,864 

340,883 

25,051 

235,972 

6,216,966 

2,105,905 

1,646,289 

36,555 

485,016 

22,031 

2,232,318 

$62,951,966 

A1 located 
Assets as 

o f  12/31/73 

$49,075,770 

20,051 

338,330 

1,681,051 

5,944 

3,781,179 

37,706 

155,839 

19,809 

265,504 

4,526,250 

2,462,515 

l,l76,96l 

16,677 

399,023 

15,621 

1,992,643 

$65,970,873 

Unfunded 
L i a b i l i t y  

o r  
(Surpl us ) 

($7,424,997) 

(7,757) 

532,745 

1,455,493 

25,378 

80,929 

3,158 

185,044 

5,242 

(29,532) 

1,690,716 

(356,610) 

469,328 

19,878 

85,993 

6,410 

238,675 

($3,018,907) 



c- 

The 1974 Legis la ture  adopted several amendments t o  the P. E. R. S. Those 

C amendments which s i g n i f i c a n t l y  a f f e c t  the resu l t s  o f  the ac tua r i a l  

14 va luat ion are as fo l lows: 

Benefi t  Level 

The normal ret i rement bene f i t  formula f o r  employees o ther  than 

po l  i c e  and f i r e  employees was increased from: 

(a) 1 1/2% o f  h ighest  three-year average compensation f o r  the 

f i r s t  10 years o f  service, 

(b)  1 3/4% f o r  the next  10 years o f  service, 

( c )  2% f o r  a l l  years of serv ice i n  excess o f  20 

t o  2% f o r  a l l  years o f  service. 

Cost-of-Living Allowance 

The add i t i ona l  cost-of-1 i v i n g  a1 lowance payable t o  r e t i r ees  

l i v i n g  i n  Alaska has been changed from 25% o f  the Primary 

Insurance Amount under Social Secur i ty  t o  the greater o f :  

(a) 10% o f  the r e t i r e e ' s  basic bene f i t  under the System and 

(b) $50 per month. 

Death Bene f i t  

A surv ivorsh ip  income bene f i t  i s  now ava i lab le  t o  benef ic i -  

a r ies  o f  employees who d i e  p r i o r  t o  ret i rement from non- 

occupational causes. Such bene f i t  i s  based on a 50% J o i n t  & 

Survivor equivalent  o f  the employee's accrued benef i t .  

Service 

Service f o r  c e r t a i n  Federal employment i n  Alaska p r i o r  t o  

statehood i s  now recognized. 



a h -  

A summary o f  the r e s u l t s  o f  the  va luat ion based upon these amendments 

appears on the  f o l l ow ing  page. 



State of 

VALUATION SUMMARY 
NEW BENEFIT PROVISIONS 

----- Pension Cost----- 

Estimated 
Do1 1 a r  
Amount 

Alaska $5,994,137 

C i t y  o f  Skagway 6,190 

City and Borough 
o f  S i t ka  174,049 

C i  t y  o f  Fairbanks 490,892 

C i t y  o f  Haines 8,731 

Univers i t y  o f  
A1 as ka 1,100,031 

City o f  Valdez 14,910 

City o f  Kodiak 76,228 

Alaska Municipal . 
League 5,003 

City o f  Kenai 68,991 

Anchorage Borough 
Schools 1,745,442 

Greater Anchorage 
Borough 692,066 

North Star  
Borough 432,073 

Ketchi kan Gateway 
Borough 21,571 

Matanuska-Susi tna 
Borough . 90,190 

City o f  Sol dotna 6,164 

C i t y  and Borough 
o f  Juneau 434,469 

TOTAL $11,361,138 

Percent 
o f  

Involved 
Payro l l  

6.19% i/ 

5.90% J 

7.79% ,/ 

7.92% / 

7.45% J 

6.53% 

6.50% 

7.40% J 

7.39% J 

6.14% V 

6.84% 

6.24% 

6.88% J 

6.70% 

6.85% 

6.71% J 

6.65% 

6.46% 

Present 
Value of A1 1 ocated 

A l l  Accrued Assets as 
Benefits o f  12/31/73 

Unfunded 
L i a b i l i t y  

o r  
(Surpl us ) 

($4,094,918) 

(9,697) 

517,657 

1,553,080 

20,372 

251,161 

2,517 

168,985 

10,983 

(57,257) 

1,732,739 

(383,340) 

476,655 

14,370 

92,851 

4,282 

233,657 

$ 534,097 



SECTION I1 

ANALYSIS OF THE VALUATION 

Actuarial Assumptions and Method 

We have used, i n  t h i s  valuation, actuarial  assumptions and methods 

which a re  identical t o  those used i n  the pr ior  valuation. The new 

turnover table  u t i l ized  i n  the pr ior  valuation appears to  remain 

adequate. Although the average sa lar ies  of participants increased 

by only about 2.4%, we continue t o  feel tha t  a  5% salary increase 

assumption remai ns reasonable. 

The actuarial  method u t i l ized  i n  the pr ior  valuation remains appli- 

cable. Because of the major changes made i n  the System th i s  year, 

we have redetermined the past service l i a b i l i t i e s  of each part ic i -  

pant employer i n  t h i s  valuation. In future valuations our objective 

wi 11 be to  change such 1 iabi 1  i t i e s  only to  the extent t h a t  they are  

amortized, increased by amendment, or  adjusted f o r  changes in 

actuarial  assumptions. However, i f  the data provided us fo r  the 

actuarial  valuation i s  s ignif icant ly d i f fe rent  in nature from tha t  

used i n  t h i s  valuation, we may feel  i t  necessary to  redetermine 

such l i a b i l i t i e s  once again. That data, which will be developed 

from your new computer system, should be of suf f ic ien t  quality tha t  

we would not need t o  completely redetermine such l i a b i l i t i e s  thereafter.  



C- 

B. 1975-76 Contr ibut ion Levels 

As can be seen i n  the va luat ion summary on page 2, con t r ibu t ion  

l eve l s  based upon the provis ions o f  the System p r i o r  t o  the 1974 

amendments are very c lose t o  those o f  the p r i o r  valuation. An 

examination o f  App,endix 3, Par t i c ipan t  Data, ind icates t h a t  the 

nature o f  the covered group changed 1 i t t l e  i n  1973. 

Generally speaking, the e f f e c t  o f  the 1974 amendments i s  t o  i n -  

crease con t r ibu t ion  requirements by about 1.89% o f  covered pay. 

This increase, o f  course, i s  spread among the p a r t i c i p a t i n g  employ- 

e rs  i n  a  non-uniform manner, based upon di f ferences i n  past  serv ice 

l i a b i l i t i e s .  

C. Treatment o f  Ret i red Lives 

As ind ica ted  i n  the previous va luat ion report ,  assets held t o  

support r e t i r e d  l i f e  bene f i t s  are now accounted f o r  separately from 

employer and employee con t r ibu t ion  accounts. 

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

$15,416,867. This compares t o  a  r e t i r e e  reserve as o f  t h a t  date o f  

$7,659,583. Thus, as o f  the  va luat ion date, there was a  d e f i c i t  i n  

t h a t  account o f  $7,757,284. 

Although r e t i r e d  l i f e  l i a b i l i t i e s  were n o t  a  f a c t o r  i n  developing 

employer con t r ibu t ion  rates,  the d e f i c i t  i n  the r e t i r e e  reserve 



account was taken into account by reducing assets attributable to 

the State by the amount of this deficit. 

D. New Employers 

Two new employers, the City of Anchorage and the City of Wrangell , 

have entered into participation in the System since the valuation 

date. These employers were n o t  included in this valuation of the 

System. We recommend, however, t h a t  the 1975-76 rates for these 

employers be based upon the new consolidated rate for the System 

and the past service rate previously determined, based upon the 

1974 amendments t o  the System. This procedure develops the fol- 

lowing 1975-76 rates for these employers: 

(1) City of Anchorage 8.51% 

( 2 )  City , of Wrangell 7.44% 



SECTION I 1 1  

SUMMARY AND CONCLUSIONS 

It i s  c l e a r  t h a t  the 1974 amendments t o  the System have subs tan t ia l l y  

increased employer' con t r ibu t ion  1 eve1 s. 

However, based upon the ac tua r i a l  assumptions ou t l i ned  i n  Appendix 2, 

the funding o f  the System i s  a t  a substant ia l  l e ve l  and continues t o  

progress s a t i s f a c t o r i l y .  The e f f e c t  o f  the amendment on accrued bene f i t  

1 i a b i l  i t i e s  generates an over-a1 1 unfunded 1 i a b i l  i ty o f  on ly  $534,097, 

o r  .8% o f  accrued bene f i t  l i a b i l i t i e s .  Thus, even w i t h  the impact o f  

the amendments, the funding s ta tus o f  the System i s  strong. 
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APPENDIX 1 

ACTUARIAL METHOD 



ACTUARIAL METHOD 

The a c t u a r i a l  method used i n  t h i s  va lua t ion  i s  known as t h e  Aggregate 

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

Employer Con t r i bu t i on  Rate i s  determined as fo l l ows :  

The present  value o f  a l l  b e n e f i t s  accrued and expected t o  be 

earned i n  t h e  f u t u r e  f o r  non - re t i red  p a r t i c i p a n t s  i s  calculated,  

t a k i n g  i n t o  account expected 1 eve1 s  o f  mor ta l  i ty  , turnover, 

d i s a b i l i t y ,  s a l a r y  increases, and investment performance. 

Such present  value o f  benef i ts  i s  reduced by the  sum o f :  

(a)  The present  value of f u t u r e  employee con t r i bu t i ons ,  

t a k i n g  i n t o  account t h e  same items as enumerated i n  ( I ) ,  

above. 

(b) The t o t a l  l i a b i l i t y  f o r  b e n e f i t s  earned t o  the  va lua t ion  

date. 

The remainder i s  the  p o r t i o n  o f  t he  present  value of f u tu re  

b e n e f i t s  t o  be funded by employer con t r i bu t i ons  a t  t he  Consol i-  

dated Rate and i s  c a l l e d  t h e  "Present Value o f  Future Employer 

Normal Costs. " 

The Consol idated Employer Con t r i bu t i on  Rate i s  determined by 

d i v i d i n g  t h e  Present Value o f  Future Employer Normal Costs by 

t h e  present  value o f  f u t u r e  sa la r ies ,  ca l cu la ted  t a k i n g  i n t o  

account those f a c t o r s  enumerated i n  i t em (1) above. 



LL- 

The t o t a l  Employer Contr ibut ion Rate f o r  each p a r t i c i p a t i n g  employer i s  

C 
the Consolidated Employer Contr ibut ion Rate plus t h a t  con t r ibu t ion  r a t e  

s u f f i c i e n t  t o  fund the unfunded accrued bene f i t  l i a b i l i t i e s  o f  such 
F 

LI employer over 40 years. 

C 

This method e f f ec t i ve l y  spreads the po r t i on  o f  the t o t a l  projected 
C 

C 
present value o f  bene f i t s  t o  be f inanced by f u tu re  employer contr ibu- 

t i ons  over the expected f u tu re  working 1 i f e t i m e  o f  the cu r ren t l y  covered 

II group. I t  has the advantage t h a t  the e f fec t  o f  ac tua r i a l  gains and 
P 

losses (which a r i s e  from actual  experience t h a t  deviates from the 
r 

ac tuar ia l  assumptions used) i s  automat ical ly  spread over t h i s  period. 
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ACTUARIAL ASSUMPTIONS 



ACTUARIAL ASSUMPTIONS 

The f o l l o w i n g  assumptions were used as the  basis f o r  t h e  v a l u a t i o n  

inc luded i n  t h e  repor t :  

(1) Investment Yie ld:  5% pe r  annum, n e t  o f  expenses. 

(2 )  Assets: Valued a t  cost.  

(3)  Experience: Ac t i ve  Employees 

(a) Retirement Age - P o l i c e  81 F i r e  55 o r  20 years 
service. 

- Others 60 o r  30 years 
serv ice.  

(b) D i s a b i l i t y  - See at tached Schedule I. 

(c)  Separat ion - See attached Schedule 11. 

(d) M o r t a l i t y  - 1951 Group Annuity P ro jec t i on  "C" t o  1965. 

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

(4) Experience: Pensioners and Bene f i c ia r i es  

(a) M o r t a l i t y  - Re t i red  - 1951 Group Annuity P ro jec t i on  "C"  t o  
1965. 

(b)  Disabled - 1944 Disabled Railway Employees Se lec t  M o r t a l i t y  
Table. 

(5) Loading: None 



Age 

Schedule I 

PUBLIC EMPLOYEES' RETIREMENT 

OF ALASKA 

SYSTEM 

D i s a b i l i t y  Rates 

A1 1 Employees 

Annual Rates Per 1,000 Employees 

Rate - Age Rate 



Age 

20 
2 1 
22 
23 
24 
25 
2 6 
27 
28 
2 9 
3 0 
3 1 
32 
33 
3 4 
35 
36 
37 
3 8 
39 
40 
41 
4 2 
4 3 
4 4 
45 
46 
47 
4 8 
4 9 
5 0 
5 1 
52 
53 
54 
5 5 
56 
57 
58 
5 9 
6 0 

Schedule I1 

STATE OF ALASKA 

VALUATION TURNOVER RATES 

Male 

.3274 

.2782 

.2408 

.2334 

.2151 

.I917 

.I690 

.I528 

.I510 

.I465 

.I408 

.I351 

.I309 
,1303 
.I289 
.I269 
.I248 
.I229 
.I223 
.I207 
.I185 
,1161 
.I140 
.I132 
.I112 
.lo81 
.lo60 
.lo41 
.lo38 
.lo25 
.lo21 
.I012 
.lo06 
.lo04 
.0996 
.0997 
.0999 
.lo09 
.lo11 
.lo22 
.lo47 

Femal e 

.3753 
,3490 
.3290 
.3254 
.3162 
.3041 
.2916 
.2814 
.2792 
.2734 
.2652 
.2560 
.2471 
.2435 
.2342 
.2218 
.2087 
.I973 
.I937 
.I845 
.I725 
.I603 
.I505 
.I480 
.I416 
.I335 
.I257 
.I200 
.I192 
.I173 
.I150 
.I128 
.I115 
.I112 
.I108 
.I107 
.I114 
.I135 
.I156 
.I208 
.I277 
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MISCELLANEOUS INFORMATION 

ACTIVE MEMBERS OF THE 

ALASKA PUBLIC EMPLOYEES ' RETIREMENT SYSTEM 

Informat ion as o f  

December 31, 1972 December 31, 1973 

(1) Number o f  ac t i ve  pa r t i c i pan t s  14,028 16,390 

(2) Number w i t h  complete in format ion 8,602 8,551 

(3) Average Age 37.37 years 37.95 years 

(4) Average Service t o  date 

(5) Average Annual Salary 

3.66 years 

$11,280 

3.88 years 

$11,551 



APPENDIX 4 

ACTUARIAL DETERMINATIONS 



MARSH & NAN 

EXHIBIT 1 

DEVELOPMENT OF CONSOLIDATED 

EMPLOYER CONTRIBUTION RATE 

FOR 1975-76 

Old Bene f i t  
Provisions 

(1)  Present Value o f  F u l l y  Projected 
Benef i ts  f o r  Non-Retired Par t i c ipan ts  $ 166,481,560 

(2) Present Value o f  Benef i ts  Earned t o  
December 31, 1973 62,951,962 

(3)  Present Value o f  Future Member 
Contr ibut ions 

(4) Present Value o f  Future Consolidated 
Employer Contr ibut ions ((1)- (2)-  ( 3 ) )  53,915,249 

(5) Present Value o f  Future Salar ies 1,155,695,200 

(6)  Cons01 ida ted  Employer Cont r ibut ion 
Rate ( ( 4 ) / ( 5 ) )  

New Benef i t 
Provisions 



C- EXHIBIT 2 

DEVELOPMENT OF PAST SERVICE RATES 
FOR 1975-76 

OLD BENEFIT PROVISIONS 

(a) (b) (4 
Unfunded L i a b i l i t y  Payment t o  Amortize 

(d 
Past Service 

o r  (Surplus) L i a b i l i t y  - 4 0 y e a r s  Sa lar ies  Rate ( ( b ) / ( c ) )  

S ta te  o f  A1 as ka 

C i  ty o f  Skagway 

C i  ty and Borough 
o f  S i  t k a  

City o f  Fairbanks 

City o f  Hai nes 

Uni vers i ty o f  
A1 as ka 

City o f  Valdez 

City o f  Kodiak 

Alaska Munic ipal  
League 

City o f  Kenai 

Anchorage Borough 
School s 

Greater Anchorage 
Borough 

North S t a r  
Borough 

Ketchikan Gateway 
Borough 

Matanuska-Susitna 
Borough 

City o f  Sol dotna 

City and Borough 
o f  Juneau 



r) 
C 

EXHIBIT 3 

DEVELOPMENT OF PAST SERVICE RATES 
FOR 1975-76 

NEW BENEFIT PROVISIONS 

(a (b (c )  
Unfunded L i a b i l  i ty Payment t o  Amortize 

o r  (Surpl us) L i a b i l i t y  - 40 years Sa lar ies  

(4 
Past Service 

Rate ( ( b ) / ( c j  

ecli 
(1) S ta te  o f  Alaska ($4,094,918) ($238,734) $96,835,822 - (2) City o f  Skagway (9,697) (565 104,909 

(3) City and Borough 
C o f  S i t k a  517,657 

C (4) City o f  Fairbanks 1,553,080 90,545 6,198,131 

" (5) City o f  Haines 20,372 1,188 117,201 

(6) U n i v e r s i t y  o f  
C 

6 
A1 as ka 251,161 14,643 16,845,805 

(7) City o f  Valdez 2,517 
m 

(8) City o f  Kodiak 168,985 

- (9) A1 as ka Munic ipal  
League 10,983 

(10) City o f  Kenai 
m 

(57,257) 

(11) Anchorage Borough 
F Schools 1,732,739 
C 

(12) Greater Anchorage 
Borough (383,340) 

er 

(13) North S t a r  
I" Borough 

" (14) Ketchikan Gateway 
Borough 14,370 

- (15) Matanuska-Susi tna  
6- Borough 92,851 

- (16) City o f  Soldotna 4,282 250 91,862 

(17) City and Borough 
o f  Juneau 

A-  
233,657 13,622 6,533,372 

Ci 

- 20 - 



EXHIBIT 4 

BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

OLD BENEFIT PROVISIONS 

I Retirement Bene f i t  
e 

D i  sabi 1 i ty Benef i t  
m 

Death Benef i ts  

CI Termination Benef i ts  
b 

Contr ibut ions p lus  I n t e r e s t  
f o r  I nac t i ve  Members 

Tota l  Present Value of 
Benef i ts  f o r  a1 1 Non-Retired 
Members 

Present Value of Benefits 
f o r  Pensioners 

Total  Present Value 
o f  Benef i ts  

Present Value o f  Present Value o f  
Accrued Benef i t  Ful l y  Projected Benef i t  

$41,912,174 $ 99,548,785 

3,020,560 6,267,464 

2,647,877 4,566,015 

13,864,174 54,592,115 



EXHIBIT 5 

Retirement Benefi t  

D i  sab i l  i ty Benefi t  

Death Benef i ts  

BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

Termination Benef i ts  

NEW BENEFIT PROVISIONS 

Contr ibut ions p lus  I n t e r e s t  
f o r  Inac t i ve  Members 

Tota l  Present Value o f  
Benef i ts  f o r  a1 1 Non-Reti red 
Members 

Present Val ue o f  Benef i ts  
f o r  Pensioners 

Total  Present Value 
o f  Benef i ts  

Present Value o f  Present Value o f  
Accrued Benef i t  Ful l y  Projected Benefit 



APPENDIX 5 

SUMMARY OF THE PROVISIONS 

OF THE 

ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

AS OF 

JULY 1, 1974 



PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

1. Plan 

Pu b1 i c Employees ' ,Retirement System o f  A1 as ka 

2. EFFECTIVE DATE 

January 1, 1961 

3. AMENDED 

A p r i l  19, 1961 
A p r i l  19, 1962 
February 18, 1964 
May 29, 1964 
J u l y  1, 1964 
May 12, 1966 
A p r i l  3, 1968 
J u l y  1, 1968 
J u l y  1, 1970 * 

J u l y  1, 1972 
J u l y  1, 1974 

4. ADMINISTRATION OF PLAN 

The Commissioner o f  Admin is t ra t ion i s  responsible f o r  admin is t ra t ion 

o f  Sys tern, Pub1 i c  Employees ' Ret i  remen t Board adopts r u l  es and 

regu la t ions t o  ca r r y  ou t  prov is ions o f  the Act, Commissioner o f  

Revenue invests  the Fund. 

5. EMPLOYERS INCLUDED 

State  o f  Alaska and any p o l i t i c a l  subdiv is ions and pub l i c  o r  quasi- 

pub1 i c  organizat ions thereof (as of December 31, 1973, there were: 

16 p a r t i c i p a t i n g  employer groups i n  add i t i on  t o  the State) .  



6. EMPLOYEES INCLUDED 

A1 1 regular f u11 -time employees of the State and participating 

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

Teachers' Retirement System, The Alaska Judges' System, or  any 

employee on whose behalf the State  i s  making contributions to  

another Retirement System. Elected o f f i c i a l s  may e l ec t  t o  par t ic i -  

pate a t  t he i r  option. 

7. SERVICE CONSIDERED 

Future: 

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

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

credited service a f t e r  1/1/61, he obtains c redi t  f o r  a l l  

service rendered pr ior  t o  1/1/61. 

Past: 

Service c red i t  f o r  a l l  service w i t h  State  and Territory pr ior  

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

service a f t e r  January 1, 1961. Elected o f f i c i a l  has past 

service c redi t  only i f  he pays contributions fo r  a11 of his 

service a f t e r  January 1, 1961. Service with pol i t ical  sub- 

division pr ior  t o  effect ive date included a t  option of poli- 

t i ca l  subdivision. 

Break i n  Future Service: 

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

bution equal t o  refund paid plus in t e res t ,  the service before 

the break i s  reinstated. 



COMPENSATION CONS1 DERED 

Total compensation during three consecutive calendar years of 

credited service which yield the highest average monthly compen- 

sation ( to t a l  compensation during period divided by number of 

months included) . 

EMPLOYER CONTRIBUTIONS 

Separate contribution r a t e  f o r  each employer equal to  the sum of:  

Cons01 i dated Rate 

A uniform r a t e  f o r  a l l  participating employers suf f ic ien t  to 

amortize a1 1 future service 1 iabi l  i t i e s  ( less  value of employee 

contributions) over the future working lifetimes of the covered 

group. 

Past Service Rate 

A r a t e  determined separately fo r  each employer suf f ic ien t  to  

amortize such employer's unfunded past service 1 i abil i t i e s  

over 40 years. 

EMPLOYEE CONTRIBUTIONS 

Mandatory Employee Contributions: 

Police & Fire - 5% 

Other - 4 1/4% 

Refund a t  Termination (no vesting): 

Return of voluntary and mandatory contributions with interest .  

Refund a t  Death: 

I f  no widow's pension payable, return of voluntary and manda- 

tory contributions w i t h  in te res t .  



11. NORMAL RETIREMENT BENEFIT 

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

Age 55 o r  20 years - 
Age 60 o r  30 years - 

Type: 

Po1 i c e  & F i r e  

Other 

L i f e  on ly  w i t h  opt iona l  j o i n t  and su rv i vo r  bene f i t  (ac tuar ia l  l y  

reduced). 

Amount: 

2% o f  h ighest  th ree consecutive year average sa la ry  f o r  each 

year o f  serv ice  - Other. 

2% f o r  the  f i r s t  10 years o f  serv ice  p lus  2 1/24;: f o r  years o f  

serv ice  i n  excess o f  10, o f  h ighest  consecutive three-year 

average sa la ry  - Po l i ce  & F i re .  

EARLY RETIREMENT BENEFIT 

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

Age 50 and 5 years serv ice  - Pol i c e  & F i r e  

Age 55 and 5 years serv ice  - Other 

Type : 

L i f e  on ly  

Amount: 

Ac tuar ia l  equivalent  o f  Normal Retirement Bene f i t  based on 

serv ice and compensation t o  Ear ly  Retirement Date. 

13. DEFERRED VESTED BENEFIT 

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

F ive  years o f  service. 



Type : 

L i f e  on ly  o r  j o i n t  and surv ivor  bene f i t  (ac tuar ia l  l y  reduced). 

Amount : 

Monthly bene f i t  begins on employee's Normal Retirement Date. 

Amount determined the same as Normal Retirement Benef i t  tak ing 

i n t o  account compensation and serv ice p r i o r  t o  termination. 

14. DISABILITY BENEFIT 

Occupational D i s a b i l i t y :  

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

No age o r  serv ice requirements. 

Type : 

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

Amount: 

2/3 o f  gross monthly compensation - Pol ice  & Fi re.  

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

60 o r  t o  date, i f  l a t e r ,  a t  the cur rent  l eve l  o f  compen- 

sa t ion  and 75% J&S opt ion - Other. 

The bene f i t  terminates a t  Normal Retirement Date w i t h  

f u l l  Normal Retirement Benef i t  commencing a t  t h a t  po in t .  

Non-Occupational D i s a b i l i t y :  

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

F ive years o f  service. 

Type : 

Monthly bene f i t  payable u n t i  1 death o r  recovery. 

Amount: 

Same as vested benef i t  except payments commence 

immediately. 



15. DEATH BENEFIT BEFORE RETIREMENT 

Occupational : 

No age o r  se rv i ce  requirements. 

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

F u l l  pay cont inues t o  spouse t o  Normal Retirement Date w i t h  

f u l l  Normal Retirement B e n e f i t  t o  spouse a f t e r  Normal Retirement 

Date - Po l i ce  & F i re .  

A f t e r  Occupational D i s a b i l i t y :  75% o f  occupational d i s a b i l i t y  

p a i d  t o  d isab led employee cont inued t o  spouse - Other. 

F u l l  occupational d i s a b i l i t y  b e n e f i t  cont inued t o  spouse - P o l i c e  & F i re .  

Non-Occupational: 

I f  no widow's b e n e f i t  i s  payable, lump-sum death bene f i t  of 

$1,000 p l u s  $100 p e r  each completed year o f  se rv i ce  and the  

p a r t i c i p a n t ' s  c o n t r i b u t i o n s  w i t h  i n t e r e s t .  A l t e r n a t i v e l y ,  an 

income b e n e f i t  i s  a v a i l a b l e  a t  death a f t e r  f i v e  years o f  

se rv i ce  based on 50% J&S equ iva lent  o f  accrued Normal Ret i re -  

ment Benef i t. 

16. DEATH BENEFITS AFTER RETIREMENT 

The employee's benef ic ia ry  receives a  1  ump sum equal t o  the  excess 

o f  h i s  c o n t r i b u t i o n  account immediately p r i o r  t o  re t i remen t  over  

t h e  sum o f  the  pension payments p rev ious l y  received by the  employee. 

17. POST-RETIREMENT PENSION ADJUSTMENT 

Commissioner o f  Admin is t ra t ion  may recommend post- ret i rement  

increases on account o f  increas ing cos t  o f  l i v i n g  up t o  4% each 

year. 



18. COST-OF-LIVING ALLOWANCE 
3 

A r e t i r e d  employee who remains i n  Alaska i s  e l i g i b l e  f o r  an addi- 

t i o n a l  allowance, equal t o  10% o f  h i s  basic ret i rement benef i t ,  o r  

$50 per month, whichever i s  greater. 

m 

19. OPTIONAL EMPLOYEE SAVINGS ACCOUNT 
0n 

C 
An employee can v o l u n t a r i l y  con t r ibu te  up t o  5% o f  h i s  compensa- 

t i on .  This amount i s  recorded i n  a  separate account and i s  payable: 

(a) I n  the event o f  terminat ion before ret i rement f o r  a  reason 

other than death, as a  lump sum t o  the employee, 

(b) I n  the event o f  terminat ion on account o f  death, as a  lump sum 

t o  the employee' s  benef ic iary,  

( c )  On ret irement, as a  lump sum, l i f e  annuity on cash refund 

C basis o r  ins ta l lments  over l i m i t e d  period. 




