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Mr. Andrew. S, Warwick 
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Dear Commissioner Warwick: 

At your request, we have completed an actuarial valuation of the Alaska 
Public Employees' Retirement System as of December 31, 1974, in order to 
examine the financial status of the System and to determine the Employer 
contribution rates for the 1976-77 fiscal year. 

The results of our valuation, included in this report, are based upon 
employee data and financial information suppl ied by your Department and 
the actuarial assumptions and methods chosen by the Actuary. 

On the basis o f  this data a 
described in thSs report, I 
and belief, the attached st 
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SECTION I 

INTRODUCTION 

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

o f  the  Alaska Public Employees' Retirement System as  of December 31, 

1974. 

The purposes o f  the valuation are: 

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

( b )  To establ ish contribution ra tes  fo r  the Sta te  of Alaska and 

a l l  other participating employers for  the 1976-77 f i sca l  year 

based upon the provisions of the System, both including and 

excluding the amendments enacted by the 1975 Legislature. 

The resul t s  of this actuarial  valuation are 

t ions and methods which are identical to  t h  

based upon actuarial  assump- 

s9 used in the prior  valuation. 

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

of this valuation with respect to  the  benefits of the System as i t  

existed on the valuation date. 



State o f  Alaska 

City o f  Skagway 

City and Borough o f  S i t ka  

City o f  Fairbanks 

City o f  Haines 

Un ive rs i t y  o f  Alaska 

City o f  Valdez 

City o f  Kodiak 

A1 as ka Municipal League 

City o f  Kenai 

Anchorage Borough Schools 

Greater Anchorage Borough 

North Star  Borough 

Ketchi kan Gateway Borough 

Matanuska-Susi tna Borough 

City o f  Sol dotna 

City and Borough o f  Juneau 

City o f  Anchorage 

City o f  Wrangell 

City o f  Bethel 

Val dez C i  ty School s 

Hoona h C i  t y  School s 

Nome Pub1 i c  U t i l i t i e s  

City o f  Kotzebue 

VALUATION SUMMARY 
OLD PROVISIONS 

Consol idated 
Empl oyer 

Cont r ibut ion 
Rate 

7.46% 

7.46% 

7.46% 

7.46% 

7.46% 

7.46% 

7.46% 

7.46% 

7.46% 

Past 
Servi  ce 

Rate 

.43% 

.77% 

1.92% 

2.67% 

(21%) 

.02% 

.94% 

1.93% 

2.23% 

(.24%). 

.49% 

.12% 

.32X 

( .IS%) 

1.82% 

.31% 

.56% 

2.87% 

.81% 

.66% 

.29% 

1.36% 

.86% 0 

.lo% 

.66% 

Total  
Empl oyer 

Rate 

7.89% 

8.23% 

9.38% 

10.13% 

7.25% 

7.48% 

8.40% 

9.39% 

9.69% 

7.22% 

7.95% 

7.58% 

7.78% 

7.31% 

9.28% 

7.47% 

8.02% 

10.33% 

8.27% 

8.12% 

7.75% 

8.82% 

8.32% 

7.56% 

8.12% 

Funding 
Rat io  

86.3% 

81.3% 

25.7% 

21.5% 

133.8% 

98.7% 

48.7% 

30.3% 

60.6% 

110.29: 

80.9% 

91.3% 

79.2% 

130.3% 

20.4% 

84.0% 

73.0% 

4.4% 

35.5% 

'34.2% 

27.4% 

28.5% 

39.8% 

53.0% 

76.0% 



- 1 
The 1975 Legislature adopted several amendments to  PERS. Those amendments 

-- which s ignif icant ly a f f ec t  the resu l t s  of the actuarial  valuation a re  

a s  follows: 

Normal Retirement A s  

For participants other than Peace Officers & Fire  Fighters 

the requirements f o r  normal retirement have been reduced from 

age 60 w i t h  eight years of service t o  age 55 w i t h  f i ve  years 

of service. The "30 year and out" provision remains unchanged. 

Minimum Benefit 

This provision has been amended t o  provide tha t  any individual 

terminated prior t o  July 1, 1975 will receive a t  l e a s t  $13.25 

per month per year of credited service. 

Retiree Medical Insurance 

The System now provides medical insurance f o r  r e t i r ees .  The 

cost of the insurance i s  paid d i rec t ly  from the fund. 

-- A summary of the r e su l t s  of the valuation, based upor: these amendments 

rC 
appears on the following page. 

-.I- 



VALUATION SUMMARY 
NEW PROVISIONS 

Sta te  o f  A1 aska 

City o f  Skagway 

C i t y  and Borough o f  S i t ka  

C i  ty o f  Fai  rbanks 

City o f  Haines 

Un ive rs i t y  o f  A1 as ka 

City o f  Valdez 

City o f  Kodiak 

A1 aska Municipal League 

City o f  Kenai 

Anchorage Borough Schools 

Greater Anchorage Borough 

North Star  Borough 

Ketchi kan Gateway Borough 

Matanuska-Susitna Borough 

City o f  Soldotna 

City and Borough o f  Juneau 

City o f  Anchorage 

C i t y  o f  Wrangell 

C i t y  o f  Bethel 

Val dez City School s 

Hoonah City Schools 

Nome Publ ic  U t i l i t i e s  

C i t y  o f  Kotzebue 

Consol i da ted 
Empl oyer 

Cont r ibut ion 
Rate 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

8.81% 

Past 
Service 
Rate 

1.494: 

.81% 

2.80% 

3.31% 

( .O8%) 

.50% 

1.73% 

2.21% 

8.53% 

.lo% 

1.60% 

.50X 

.86% 

( .lo%) 

2.71% 

.66% 

1.02% 

4.06% 

1.26% 

.66% 

.44% 

2.91% 

1.14% 

.11% 

1.58% 

Tota l  
Empl oyer 

Rate 

10.30% 

9.62% 

11.61% 

12.12% 

8.73% 

9.31% 

10.54% 

11.02% 

17.34% 

8.91% 

10.41% 

9.31% 

9.67% 

8.71% 

11.52% 

9.47% 

9.83% 

12.87% 

10.07% 

9.47% 

9.25% 

11.72% 

9.95% 

8.92% 

10.39% 

Funding 
Rat io  

64.6% 

80.4% 

19.2% 

18.1% 

110.8% 

73.7% 

34.0% 

27.5% 

28.6% 

96.2% 

56.6% 

71.6% 

58.3% 

117.6% 

14.7% 

71.2% 

59.5% 

3.2% 

26.1% 

34.29: 

19.5% 

15.7% 

33.3% 

51.2% 

57.0% 



SECTION I1 

ANALYSIS OF THE VALUATION 

A. Actuarial Assun~ptions and Method 

We have used, in this valuation, actuarial assumptions and methods which 

are identical to those used in the prior valuation. 

The actuarial method utilized in the prior valuation remains applicable. 

In the last actuarial valuation report, we indicated our intent to fix past 

service liabilities for each employer. Hcwever, because of the major 

changes made in the System this year, and the fact that the employee data 

i s  not fully cleaned up, we have redetermined the past service liabilities 
P 

of each participating employer in this valuation. In future valuations our 

objective will be to change such liabilities only to the extent that they 

are amortized, increased by amendment, or adjusted for changes in actuarial 

assumptions. However, if the data provided us for future actuarial valua- 

tions is significantly different in nature from that used in this valuation, 

we may feel it necessary to redetermine such liabilities once again. 

In the actuarial valuation performed next year we will review the advis- 

ability and the fiscal impacts of two potential changes in actuarial 

procedure: 

(1) The use of a method of asset valuation which will recognize market 

values of assets. This method will be a "rolling average" method, 



which u t i l i zes  a rol l ing three-year or  five-year average relat ionship 

between book and market values. 

(2 )  A possible change in the assumed ra t e  of investment return.  

Participant Data 

Although the averages shown i n  Appendix 3 fo r  1974 appear t o  be qui te  close 

t o  those f o r  1973, s ignif icant  differences appear between the two s e t s  of 

data : 

(1) A much larger  percentage of the data u t i l ized  in t h i s  valuation con- 

ta ins  good data than did l a s t  year ' s  data. As can be seen, almost 80:: 

of the records used in this valuation contained complete data compared 

t o  52% l a s t  year. For those records which are  incomplete we use 

defaul t  values. For example, the following default  values a re  used: 

(a) No Salary - $10,000 

(b) No Birthdate - February, 1939 

(c) No Service - 1 year 

The resu l t s  of t h i s  valuation are,  t h u s ,  l ess  affected by the lack of 

good data. 

Past service r a t e s  tend t o  be depressed when using records which are  

of questionable qual i ty ,  as they tend to  increase p a s t  service l i a -  

b i l i t i e s  only s l igh t ly  while increasing to ta l  s a l a r i e s  more substant ial ly .  



The valuation data fo r  t h i s  year produced a to ta l  of 13,403 records, 

of which 531 contained no information. From col la tera l  information, 

we found tha t  there were 14,692 active participants i n  the Systeni a t  

t he  valuation date. ~ h u s ,  we added 1,289 records which were recog- 

nized as  having the same character is t ics  as the 531 records w i t h  no 

information. The participant data included i n  Exhibit 1, page 16, 

r e f l ec t s  only the 12,875 records with some complete data, while the 

information i n  E x h i b i t  3 r e f l ec t s  the en t i r e  14,692 records recognized. 

The breakdown of the group of active employees by sex indicates a 

s ignif icant  sh i f t .  While two-thirds of the 

i n  l a s t  year ' s  valuation were male records, 

year ' s  records are  male. This factor  tends 

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

active participant records 

only about 60% of t h i s  

to  increase re la t ive  

The average sa lar ies  of the act ive participants increased dramatically. 

The average salary recognized in the prior valuation was $11,551, 

while the  corresponding average fo r  t h i s  year was $13,235. This i s  an 

increase of 14.6%. There are  indications tha t  the increases were 

proportionately higher for  older participants.  This condition tends 

t o  increase l i a b i l i t i e s  and has a s l i g h t  upward impact on the contri-  

bution ra te .  

The data with respect t o  re t i red  l ives shows a marked increase in the 

numbers of re t i rees ,  average retirement benefit, and l i a b i l i t y  for  



re t i red  lives.  The number of re t i rees  increased from 510 to  714, an 

increase of 40%. The average retirement benefit increased from $240 

per month t o  $305 per month ,  an increase of 27%. Liabi l i t ies  f o r  

retirement benefits increased from $15,416,867 to $27,395,287, an 

increase of nearly 80%. 

This is  a s ignif icant  increase which has had a strong upward ef fec t  on 

past service ra tes ,  due to  the f ac t  tha t  valuation assets  must be 

diverted t o  cover these l i a b i l i t i e s .  The financial reports 

December 31, 1974 indicate t t ,at  the r e t i r ee  reserve totaled 

as  of tha t  date. Thus, there existed a d e f i c i t  re lat ing to  

of $15,805,913. T h i s  d e f i c i t  was allocated t o  reduce asse t  

re t i rees  

balances 

of participating employers roughly in proportion to  the numbers of 

r e t i r ees  a t t r ibutable  t o  such employers. Thus, i n  t h i s  indirect  way, 

the increase in r e t i r ees  and l i a b i l i t i e s  for  r e t i r ees '  benefits served 

t o  s ignif icant ly increase unfunded past service l i a b i l i t i e s  and past 

service rates .  

The net e f fec t  of these factors  i s  a s ignif icant  increase in employer rates  

based upon the provisions of the System in ef fec t  on December 31, 1974. 

In addition, the ef fec t  of the 1975 amendments i s  t o  increase contribution 

requirements by about 2.27% of covered pay. This increase, of course, i s  

spread among the participanting employers in a non-uniform manner, based 

upon differences in past service l i a b i l i t i e s .  Exhibits 5 and 6 detai l  the 

past service r a t e  calculations. 



C. New Employers 

Several new employers have entered into participcition i n  the System since 

t h e  valuation date. These employers were not included i n  t h i s  valuation of 

the  System. We recommend, however, t ha t  the 1976-77 rates  fo r  these 

employers be based upon the new consolidated r a t e  fo r  the System and the 

past service ra tes  previously determined fo r  such employers. 



SECTION I11 

SUMMARY AND CONCLUSIONS 

It is clear that the changes in employee data and the 1975 amendments to 

the System have substantially increased employer contribution levels. 

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

level of the System has been significantly reduced by these changes. 

Based upon the results of this valuation, the funding rates for the 
b 

System have detertorated to 76% based upon the provisions of the System 

as it existed prior to the 1975 amendments and to 57% when those amend- 

ments are recognized. This is due in large pdrt to the subst&nt-;a1 

increase in liability for retired lives. This i s  a scbs-tantial r e d x -  

t i o n  which impacts different employers differ~ntly. 

It will be important to watch this funding level very carefully in the 

next several years. As the data on which future valuations are based 

becomes more and more reliable, this funding ratio should, assuming no 

changes in the provisions of the System or in actuarial assumptions, 

improve from year to year. If it does not improve on a comparable basis 

from year to year, we will need to consider changes in actuarial assump- 

tions and/or methods. 
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MARSH & McLENNAN 

APPENDIX 1 

ACTUARIAL METHOD 



ACTUARIAL METHOD 

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

Method w i t h  Supplemental Liabili ty.  Under t h i s  method, the Consolidated 

Employer Contribution Rate is  determined as follows: 

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

earned i n  the future f o r  non-retired participants is calculated, 

taking in to  account expected 1 eve1 s of mortality, turnover, 

disabi 1 i ty ,  sa1 ary increases, and investment performance. 

(2) Such present value of benefits is reduced by the sum of: 

(a) The present value of future employee contr ibut ims,  
L 

tsking in to  account the same i tems as enumerated i n  ( I ) ,  

above. 

(b) The to ta l  1 iabi l  i t y  f o r  benefits earned t o  the valuation 

date. 

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

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

dated Rate and is  called the "Present Value of Future Employer 

Normal Costs." 

(3)  The Consol idated Employer Contribution Rate i s  determined by 

dividing the Present Value of Future Employer Normal Costs by 

the present value of future sa l a r i e s ,  calculated taking in to  

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



C - 
The to ta l  Employer Contribution Rate fo r  each participating employer is 

.I the Consolidated Employer Contribution Rate plus tha t  contribution ra t e  

suf f ic ient  t o  fund the unfunded accrued benefit l i a b i l i t i e s  of such 
-'=, 

employer over 40 years. 

This method effect ively spreads the portion of the 
C - 

present value of benefits t o  be financed by future 

t ions over the expected future working l i fet ime of 
rr 

to ta l  projected 

employer contri  bu- 

the currently covered 

group. I t  has the advantage tha t  the e f fec t  of actuarial  gains and 
P 

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

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



MARSH & McLENNAN 

APPENDIX 2 

ACTUARIAL ASSUMPTIONS 



ACTUARIAL ASSUMPTIONS 

The following assumptions were used as the basis f o r  the valuation 

included i n  the report: 

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

(2)  Assets: Valued a t  cost.  

(3) Experience: Active Employees 

(a )  Retirement Age - Police & Fire 55 o r  20 years 
service.  

- Others 55 or  30 years 
service. 

(b) Disabili ty - See attached Schedule I .  

(c) Separation - See attached Schedule 11. 
C 

( d )  Mortality - 1951 Group Annuity Projectson "C" t o  1965. 

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

(4) Experience: Pensioners and Beneficiaries 

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

(b) Gi sabl ed - 1944 Di sabl ed Rai 1 way Employees Sel e c t  Mortal i t y  
Table. 

(5) Loading: None 



Schedule I 

PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

Of: ALASKA 

Disabili ty Rates 

A1 1 Employees 

Annual Rates Per 1,000 Employees 

Rate Age Rate Age 



Schedul e JI- 

STATE OF ALASKA 

VALUATION TURNOVER RATES 

Age 

20 
2 1 
2 2 
2 3 
2 4 
2 5 
2 6 
27 
28 
29 
3 0 
3 1 
32 
33 
3 4 
3 5 
36 
37 
38 
39 
40 
41 
4 2 
43 
4 4 
4 5 
46 
47 
48 
49 
50 
5 1 
52 
5 3 
54 
5 5 
5 6 
57 
5 8 
5 9 
6 0 



APPENDIX 3 

PARTICIPANT DATA 





STATE OF ALASKA PERS - RETIRED L I V E S  VALUATION DATE 12/31/74 

GROUP PEOPLE 



EXHIBIT 3 

MISCELLANEOUS INFORMATION 

MEMBERS OF THE 

ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

Active Members 

Information as of 
December 31, 1973 -- December 31, 1974 

C (1) Number of Active Participants 16,390 14,692 

(2) Number w i t h  Complete Information 8,551 11,692 

c. 
C (3) Average Age 37.95 years 37.93 years 

(4)  Average Service t o  Date 
.111 

(5) Average Annual Salary 

3.88 years 

$11,551 

4.00 years 

$13,235 

Retirees and Beneficiaries 

(1) Number of Retirees and 
fi Benefi c i  a r i  es 
.I 

(2) Average Age 

510 

65-44 years 

C (3)  Average Monthly Benefit $240 

714 

65.02 years 

$305 



APPENDIX 4 

ACTUARIAL DETERMINATIONS 



EXHIBIT 4 

DEVELOPMENT OF CONSOLIDATED 

EMPLOYER CONTRIBUTION RATE 

FOR 1976-77 

Old Benefit New Benefi t  
Provisions Provisions 

Present Value o f  Fully Projected 
Benefi ts  f o r  Non-Retired Par t i c ipan ts  $ 227,263,033 $ 256,836,722 

Present Value of Benefi ts  Earned t o  
December 31, 1974 by Non-Retired 
Par t i c ipan ts  91,735,108 122,304,882 

Present Value of Future Member 
Contributions 49,564,577 48,306,369 

Present Value of Future Consolidated 
Employer Contributions ( (1 ) -  (2)-  ( 3 ) )  85,963,348 ' 86,225,471 

Present Value of Future Sa l a r i e s  1,151,807,019 1,024,840,273 

Consol idated Employer Contribution 
Rate f o r  Pension Benefits ( ( 4 ) / ( 5 ) )  7.46% 8.41% 

Rate f o r  Ret i ree  Medical Insurance - 0- - .40% 

Total Consolidated Employer 
Contribution Rate 



State  of Alaska 

City of Skagway 

City and Borough 
of Si tka  

City of Fairbanks 

City of Haines 

University of 
Alaska 

City of Yaldez 

City of Kodiak 

Alaska Municipal 
League 

City of Kenai 

Anchorage Borough 
School s 

Greater Anchorage 
Borough 

North S t a r  
Borough 

/. 

~ e t c h i  kan Gateway 
Borough 

Matanuska-Susitna 
Borough 

City of Soldotna 

City and Borough 
o f  Juneau 

Ci ty  of Anchorage 

City of Wrangell 

City of Bethel 

Valdez City School s 

Hoonah City 
Schools 

~ome Pub1 i c  
U t i l i t i e s  

City o f  Kottebue 

EXtiIBIT 5 

DEVELOPMENT OF PAST SERVICE RATES 

L i a b i l i t y  f o r  
Benefits Earned Adjusted 

t o  12-31-74 Assets 

FOR 1976-77 

OLD PROVISIONS 

( c l  
Unfunded 
L iab i l i t y  

o r  (Surplus) 
( ( a ) - ( b ) )  

$ 8,592,713 

(d l  
Payment t o  
Amortize 

L iab i l i t y  - 
40 Years 

$ 500,955 

393 

29,778 

191,423 

(204) 

2,823 

3,995 

21,475 

915 

(1,466) 

64,359 

15,223 

13,908 

(793) 

23,778 

269 

39,403 

370,335 

3,655 

553 

335 

847 

74 4 

70 

$1,282,777 --- --- 

(el 

Salar ies  

$115,769,445 

51,263 

1,548,607 

7,166,397 

95,914 

14,762,801 

425,901 

1,114,421 

41,088 

602,253 

13,058,813 

12,620,494 

4,406,271 

520,462 

1,306,569 

86,408 

7,091,743 

12,899,155 

452,317 

84,312 

117,540 

62,406 

86,607 

70,372 

$194,441,557 

Past Service 
Rate ( (d ) / ( e )  1 

.43% 

.. 77% 

1.92% 

2.67% 

( .21%) 

(9) 

Funding 
Ratio 

u b ) /  (a)] 

86.3% 

81.3% 

25-72 

21.5% 

133.8% 

98.7% 

48.7% 

30.3% 

60.6% 

110.2% 

80.9% 

91.3% 

79.2% 

130.3% 

20.4% 

84.0% 

73.0% 

4.4% 

35.52 

34.29: 

27.4% 

28.5% 

39.82. 

53. O? -- 

76.0" -- - -- 



EXHIBIT 6 

DEVELOPMENT OF PAST SERVICE RATES 
FOR 1976-77 

NEW PROVISIONS 

* State o f  Alaska 
I 

Ci t y  o f  Skagway 

C i t y  and Borough - of  S i t ka  

h 
Ci t y  o f  Fairbanks 

City o f  Hai nes 

Univers i ty  o f  
Alaska 

F Ci ty  o f  Valdez 
F 

Ci t y  o f  Kodiak -- Alaska Municipal 
League 

City o f  Kenai - .:.- 
Anchorage Borough 
Schools 

Greater Anchorage 
Borough 

North Star  
Borough 

,,' 

Ketchi kan Gateway 
Borough 

kbtanuska-Susi tna 
Borough 

C i t y  o f  Soldotna 

C i t y  and Borough 
o f  Juneau 

C i t y  o f  Anchorage 

C i t y  o f  Glrangell 

C i t y  o f  Bethel 

Valdez C i t y  Schools 

Hoonah C i t y  
School s 

Nome Pub1 i c  
U t i l i t i e s  

C i ty  o f  Kotzebue 

(a 

L i a b i l i t y  f o r  
Benef i ts  Earned 

t o  12-31-74 

$ 83,486,939 

36,379 

' (b) 

Adjusted 
Assets 

$53,909,700 

29,264 

177,060 

897,701 

13,866 

3,525,112 

65,046 

160,433 

24,134 

271,926 

4,664,800 

2,721,622 

908,892 

58,532 

104,783 

24,094 

1,824,018 

293,979 

34,457 

4,919 

2,165 

5,780 

8,431 

1,351 

$69,732,065 - 

(c) 
Unfunded . 
L i a b i l i t y  

o r  (Surplus) 
( (a ) - (b ) )  

$29,577,239 

7,115 

744,724 

4,065,678 

(1,351) 

1,256,110 

126,526 

422,079 

60,130 

10.844 

3,580,183 

1,077,842 

650,621 

(8,749) 

607,245 

9,743 

1,240,534 

8,980,982 

97,610 

9,481 

8,920 

31,138 

16,885 

1,288 

$52,572,817 

( d l  
Payment t o  
Amortize 

L i a b i l i t y  - 
40 Years 

$1,724,353 

41 5 

43,417 

237,029 

(79) 

73,231 

7,376 

24,607 

3,506 

632 

208,725 

62,838 

37,931 

(510) 

35,402 

568 

72,323 

523,591 

5,691 

553 

520 

1,815 

984 

7 5 

$3,064,995 - --- 

(e l  

Salar ies 

$115,769,445 

51,263 

1,548,607 

7,166,397 

95,914 

14,762,801 

425,901 

1,114,421 

41,088 

602,253 

13,058,813 

12,620,494 

4,406,271 

Past Service 
Rate ( ( d ) / ( e ) l  

1.49% 

.81% 

(9)  

Fundiny 
Rat io  

( ( b ) / ( a ) )  

64.62 

80.42 

19.2% 

18.1% 

110.8% 

73.73 

34.0% 

27.5% 

28.63 

96.2% 

56.69 

71.6% 

58.3% 

117.6% 

14.7% 

71.2% 

59.52 

3.2% 

26.1% 

34.2% 

19.5% 

15.7% 

33.3% 

51.2% - 
57.02 - -- 



EXHIBIT 7 

BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

Old Provis ions 

Present Value o f  
Accrued Bene f i t  

Retirement Bene f i t  $ 64,046,470 

D i s a b i l i t y  Bene f i t  

Death Bene f i t s  

Termination Benef i ts  

Cont r ibut ions p lus  I n t e r e s t  
f o r  I nac t i ve  Members 3,988,176 

To ta l  Present Value o f  
Bene f i t s  f o r  a l l  Non-Retired 
Members $ 91,735,108 

Present Value o f  Bene f i t s  
f o r  Pensioners 27,395,287 

Tota l  Present Value 
o f  Benef i ts  $119,130,395 

Present Value o f  
F u l l y  Projected Bene f i t  

$146,259,473 

6,693,476 

9,470,947 

60,850,961 



Retirement Bene f i t  

D i s a b i l i t y  Bene f i t  

Death Benef i ts  

Termination Benef i ts  

EXHIBIT 8 

BREAKDCWN OF PRESENT VALUE 

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

Tota l  Present Value o f  
Benef i ts  f o r  a l l  Non-Retired 
Members 

OF BENEFITS 

New Provis ions 

Present Value o f  Benef i ts  
f o r  Pensioners 

Tota l  Present Value 
o f  Benef i ts  

I 

Present Value of Present Value o f  
Accrued Bene f i t  F u l l y  Projected Benefi t  



APPENDIX 5 

SUMMARY OF THE PROVISIONS 

OF THE 

ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

AS OF 

JULY 1, 1975 



PUBLIC EMPLOYEES' RETIREMERT SYSTEM 

OF ALASKA 

Plan - 
Public Employees' Retirement System of Alaska 

EFFECTIVE DATE 

January 1, 1961 

April 19, 1961 
April 19, 1962 
February 18, 1964 
May 29, 1964 
July 1, 1964 
May 12, 1966 
April 3, 1968 
July 1, 1968 
3uly 1, 1970 
July 1, 1972 
July 1, 1974 
July 1, 1975 

ADMINISTRATION 
ADMINISTRATION OF PLAN 

The Commissioner of Administration is responsible for administration 

of System, Public Employees' Retirement Board adopts rules and regulations 

to carry out provisions of the Act, Commissioner of Revenue invests the 

Fund. 

EMPLOYERS INCLUDED 

State of Alaska and any political subdivisions and public or quasi-public 

organizations thereof (as of December 31, 1974, there were: 24 participat- 

ing employer groups in addition to the State for which separate contribution 

rates are determined). 



EMPLOYEES INCLUDED 

A l l  regular full-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, o r  any 

employee on whose behalf the State  is making contributions t o  

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

pate a t  t h e i r  option. 

SERVICE CONSIDERED 

Future: 

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

retirement. I f  an individual earns a t  l e a s t  three years of 

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

service rendered prior t o  1/1/61. 

Past: 

Service credi t  f o r  a l l  service w i t h  S ta te  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 p a s t  

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

service a f t e r  January 1, 1961. Service w i t h  po l i t ica l  sub- 

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

t i c a 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 p l u s  in teres t ,  the service before 

the break is reinstated. 



MARSH 

8. COMPENSATION CONSIDERED 

Total compensation during three consecutive calendar years of 

credited service which yield the highest average monthly compen- 

sat ion ( to ta l  compensation during period divided by number of 

months incl uded) . 
t 

9. EMPLOYER CONTRIBUTIONS 

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

Consolidated Rate 

A uniform r a t e  f o r  a l l  par t ic ipat ing employers su f f i c i en t  to  

amortize a1 1 fu ture  service 1 iab i l  i t i e s  ( less  value of employee 

contributions) over the fu ture  working 1 ifetimes of the covered 

group. 

Past Service Rate 

A r a t e  determined separately f o r  each employer su f f i c i en t  t o  

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

over 40 years. 

10. EMPLOYEE CONTR!BUTIONS 

Mandatory Employee Contributions : 

Pol ice  & Fire - 5% 

Other - 4 1/4% 

Refund a t  Termination (no vesting) : 

Return of voluntary and mandatory contributions w i t h  in te res t .  

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 .  



A MARSH 

11. NORMAL RETIREMENT BENEFIT 

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

Age 55 o r  20 years - Po l i ce  & F i r e  

Age 55 o r  30 years - Other 

Type: 

L i f e  on ly  w i t h  opt iona l  j o i n t  and surv ivor  bene f i t  (ac tuar ia l  l y  

reduced). 

Amount: 

2% o f  h ighest  three consecutive year average sa lary  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 plus 2 1/2% f o r  years o f  

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

average sa lary  - Po l i ce  & F i re .  

12. EARLY RETIREMENT BENEFIT 

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

Age 50 and 5 years serv ice - a l l  employees 

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 ivo r  bene f i t  ( a c t u a r i a l l y  reduced). 

Amount: 

Monthly b e n e f i t  begins on employee's Normal Retirement Date. 

Amount determined the same as Normal Retirement Bene f i t  tak ing  

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

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 i c e  & F i re .  

Normal Retirement Bene f i t  assuming t o t a l  serv ice t o  age 

55 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 op t ion  - Other. 

The b e n e f i t  terminates a t  Normal Retirement Date w i t h  

f u l l  Normal ~e t i ' rement  Bene f i t  commencing a t  t h a t  po in t .  

Non-Occupational D i  sab i l  i ty: 

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 l  death o r  recovery. 



Amount: 

Same as vested benefit except payments commence 

immediately. 

DEATH BENEFIT BEFORE RETIREMENT 

Occupational: 

No age or service requirements. 

Benefit: 75% of occupational disability benefit to spouse - Other. 
Full pay continues to spouse to Normal Retirement Date with 

f ull Normal Reti rement Benefit to spouse after Norma1 Retirement 

Date - Pol ice & Fire. 

After Occupational Disability: 75% of occupational di sabil ity 

paid to disabled employee continued to spouse - Other. 
Full occupational disability benefit continued to spouse - Pol ice & Fire. 

Non-Occupational: 

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

$1,000 plus $100 per each completed year of service and the 

participant's contributions with interest. Alternatively, an 

income benefit is available at death after five years of 

service based on 50% J&S equivalent of accrued Normal Retire- 

ment Benef i t. 

16. DEATH BENEFITS AFTER RETIREMENT 

The employee's beneficiary receives a lump sum equal to the excess 

of his contribution account immediately prior to retirement over 

the sum of the pension payments previously 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  increasing cost  o f  l i v i n g  up t o  4% each 

year. 

18. COST-OF-LIVING ALLOWANCE 

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 re t i rement  benef i t ,  o r  

$50 per month, whichever i s  greater. 

19. OPTIONAL EMPLOYEE SAVINGS ACCOUNT 

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 .  Th is  amount i s  recorded i n  a separate account and i s  payable: 

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

o ther  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 i rement,  as a lump sum, l i f e  annui ty on cash refund 

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


