


WILLIAM M ERcm 
Norton Building Telephone 
Seattle, Washington 98104 206 223-1240 

November 23, 1976 

Mr. Robert S. Gates, Director 
Division of Retirement and Benefits 
State of Alaska 
Department of Administration 
Pouch CR 
Juneau, Alaska 99811 

Dear Bob: 

Per our telephone discussion today, you should note the following 
changes in contribution rates under PERS for the fiscal year com- 
mencing July 1, 1977: 

(1) State of Alaska - 11.56%. 
(2) The Unorganized Bureau School District 

(Currently split into a number of separate 
school districts) - 9.43% of covered pay. 

(3) Cfty of Delta Junction - 9.43% of covered pay. 
The change in State rate and in the rates for the former Unorganized 
Bureau School Districts arises from the reallocation from past 
service to the State from those school districts. Such districts 
came into existence as of July 1, 1976. This change results from 
a reallocation of the Unorganized Bureau School District's unfunded 
past service liabilities to the State. Since this set of entites 
did not come into existence until July 1, 1975, no service prior to 
that date should reasonably be allocated to such entities. Thus, 
since the vast bulk of this past service relates to State service, 
the entire amount of liability has been allocated to the State. 
This allocation has increased the State's contribution rates by 
.04% of covered pay. 

1 will be happy to answer any questions you may have with respect 
to this mat'drial. , 

/-- 

- 
Benefit Services /Consulting Actuaries A Division of Marsh & McLennan Incorporated 
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October 21, 1976 

Mr. Andrew S.  Warwick 
Commissioner of Administration 
Pouch CR 
Juneau, Alaska 99811 

Dear Comissioner Warwick: 

A t  your request ,  we have completed an ac tuar ia l  valuation of 
the  Alaska Public Employees' Retirement System as  of Desember 31, 
1975, i n  order  t o  examine the  f inancia l  s t a t u s  of the  System and 
t o  determine t he  Employer contribution r a t e s  f o r  t he  1977-78 
f i s c a l  year.  

The r e s u l t s  of our valuation,  included in t h i s  repor t ,  are based 
upon employee data  and f inancia l  information supplied by your 
Department and t he  ac tuar ia l  assumptions and methods chosen by 
the  Actuary. 

On t he  basis  of t h i s  data arid the  ac tuar ia l  vethad and assump- 
t h a t ,  t o  t he  best  ~f 
onents a re  t r u e  and 

Norton Building Telephone 
Seattle, Washington 98104 206 223-1240 

Benefit Services /Consulting Actuaries A Division of Marsh & McLennan Incorporated 
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SECTION I  

INTRODUCTION 

In accordance w i t h  your request ,  we have performed an ac tuar ia l  

valuation of the  Alaska Public Employees' Retirement System as  of 

December 31, 1975. 

The purposes of the valuation a re :  

( a )  To examine t he  s t a t u s  of funding of the  System. 

( b )  To e s t ab l i sh  contr ibut ion r a t e s  f o r  the  S t a t e  of 

A1 aska and a1 1  other  par t i c ipa t ing  employers f o r  

t he  1977-78 f i s c a l  year based upon the  provisions 

of t he  System, including the  amendments enacted 

by t he  1976 Legislature.  

The r e s u l t s  of t h i s  ac tuar ia l  valuation a re  based upon ac tuar ia l  

assumptions and methods which a r e  ident ical  t o  those used in the  

p r io r  va 

The 1976 

amendmen 

uation. 

Legi s1 a tu r e  adopted several amendments t o  PERS. Those 

s  which a f f e c t  the  r e s u l t s  of t he  ac tuar ia l  valuation a re  

as  follows: 

(1) Certain employees of the  Department of Fish & 

Game a r e  given coverage of t he  Peace Officers & 

Fi re  Fighters provisions of the  System. 



( 2 )  Occupationa? Death & Disabil i t y  benefits have 

been s igni f icant ly  revised. See Appendix 5. 

( 3 )  The Minimum Benefit provision has been amended 

t o  provide tha t  any individual re t i red  pr ior  to  

July 1, 1975 will receive a t  l e a s t  $17.50 per 

month per year of credited service. 

( 4 )  A revised m i  l i tary service provision has been 

added. 

A summary of the r e su l t s  of the valuation, based upon these arnend- 

ments appears on the following page. 



VALUATION SUMMARY 
NEW PROVISIONS 

Sta te  o f  Alaska 

------------ Pension Cost ----------------- 
Consol idated 

Employer Past To ta l  
Con t r ibu t ion  Service Employer Funding 

Rate Rate Rate Ra t io  

9.43% 2.09% &%%//<b 53.7% 

C i t y  o f  Skagway 9.43% (1.08%) 8.35% 235.0% 

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

C i t y  o f  Fairbanks 9.43% 3.46% 12.89% 30.2% 

C i t y  o f  Haines 9.43% (.05%) 9.38% 103.6% 

U n i v e r s i t y  o f  Alaska 

C i t y  o f  Valdez 9.43% 2.64% 12.07% 32.6% 

C i t y  o f  Kadiak 

Al aska Munic ipa l  League 9.43% 8.08% 17.51% 25.5% 

C i t y  o f  Kenai 9.43% .39% 9.82% 87.6% 

M u n i c i p a l i t y  o f  Anchorage 9.43% 2.14% 11.57% 36.5% 

North S t a r  Borough 9.43% .93% 10.36% 61.12 

Ketchikan Gateway Borough 9.43% ( .05%) 9.38% 104.6% 

Matanuska-Susi'tna Borough , 9.43% 1.99% 11.42% 46.1% 

C i t y  o f  Soldotna 

C i t y  and Borough o f  Juneau 9.43% 1.26% 10.69% 62.2% 

C i t y  o f  Wrangell 9.432 1.34% 10.77% 43.7% 

C i t y  o f  Bethel 

Val dez C i t y  Schools 

Hoonah C i t y  Schools 

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

C i t y  o f  Kotzebue 

C i t y  o f  Galena 

King Cove C i t y  Schools 

C i t y  o f  Petershurg 

B r i s t o l  Bay Borough , 

Nor th Slope Borough 

Wrangell C i t y  Schools 

Unorganized Borough Schools 

C i t y  o f  Cordova 

Nome C i t y  Schools 

C i t y  o f  King Cove 

Selawi k Schools 
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SECTION I1 

ANALYSIS OF THE VALUATION 

A .  Actuarial Assumptions and Method 

We have used, i n  t h i s  valuation,  ac tuar ia l  assumptions and 

methods which a r e  ident ical  t o  those used in the  p r io r  valuation.  

The ac tua r i a l  method u t i l i z e d  in the  p r io r  valuation remains 

applicable.  In the  l a s t  ac tuar ia l  valuation r epo r t ,  we indi-  

cated our i n t en t  t o  f i x  past  se rv ice  l i a b i l i t i e s  f o r  each 

employer. However, because of meaningful improvements in  the  

employee data provided t h i s  year,  we have redetermined the  

past  se rv ice  l i a b i l i t i e s  of each par t i c ipa t ing  employer in 

t h i s  valuation.  In fu ture  valuat ions ,  our object ive  wi l l  

be t o  change such l i a b i l i t i e s  only t o  t he  extent  t h a t  they 

a r e  amortized, increased by amendment, o r  adjusted f o r  changes 

i n  ac tuar ia l  assumptions. However, i f  the  provisions of t he  

System a r e  amended s ign i f i c an t l y  or  i f  the  ddta provided us 

f o r  f u tu r e  ac tuar ia l  valuations i s  s i gn i f i c an t l y  d i f f e r en t  

i n  nature from t h a t  used i n  t h i s  valuation,  we may feel  i t  

necessary t o  redetermine such l i a b i l i t i e s  once again. 

B .  - Par t ic ipan t  Data 

Although the  averages shown in  Exhibit 3 of Appendix 3 fo r  
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1975 appear t o  be qu i t e  s imi la r  t o  those f o r  1974, s i gn i f i c an t  

d i f ferences  appear between the  two s e t s  of data :  

(1 )  A much l a rge r  percentage of the  data u t i l i z e d  in  t h i s  

valuation contains good data than did l a s t  y e a r ' s  data.  

As can be s e m  the  records f o r  a c t i ve  

1 ives#n complete data.  This compares t o  almost 

e p r i o r  year. For those 

records which a r e  incomplete, we use defau l t  values. 

For example, t h e  following defau l t  values a r e  used: 

( a )  No Salary - $10,000 

(b)  No Birthdate - February, 1940 

( c )  No Service - 1 year 

The r e s u l t s  of t h i s  valuation a r e ,  thus,  l e s s  a f fec ted  by 

a lack of good data than in  p r io r  years .  In f a c t ,  t he  

data  used t h i s  year appears t o  be t he  most accurate s e t  

of data used in  any recent valuation of the  System. 

Past  se rv ice  r a t e s  tend t o  be depressed when using records 

which a r e  of questionable qua1 i t y ,  as  they tend t o  increase  

pas t  se rv ice  1 i a b i l i t i e s  only s l i g h t l y  while increasing 

t o t a l  s a l a r i e s  more substant ia l  ly .  

( 2 )  The breakdown of the  group of a c t i ve  emp?oyees by sex 
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indica tes  a s i gn i f i c an t  s h i f t .  The data ind ica tes  t h a t  

approximately 47% of t he  group of a c t i ve  par t i c ipan ts  

a r e  female. This compares t o  about 40% in  l a s t  y e a r ' s  

valuation information and about 33% i n  the  p r io r  year.  

This f ac to r  tends to  increase  r e l a t i v e  l i a b i l i t i e s  and 

cos t s  . 

( 3 )  The average s a l a r i e s  of t he  ac t i ve  par t i c ipan ts  increased 

dramatically i n  the  year  ending 12-31-75. The average 

s a l a ry  recognized i n  the  p r io r  valuation was $13,235, while 

t he  corresponding average f o r  t h i s  year i s  $16,535. This 

i s  an increase  of about 25%. There a r e  indicat ions  t h a t  

t he  increases  were proportionately higher f o r  o lder  pa r t i -  

c ipants .  This condit ion 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 t he  contr ibut ion r a t e .  

(4)  As in  t he  p r io r  valuation,  the  data w i t h  respect  t o  r e t i r e d  

l i v e s  shows a marked increase  in the  numbers o f  r e t i r e e s ,  

average ret irement benef i t ,  and l i a b i l i t y  f o r  r e t i r e d  l i v e s .  

The number of r e t i r e e s  increased from 714 t o  941, an increase 

of 32%. The average ret irement benef i t  increased from $305 

per month t o  $346 per month, an increase  of 13%. L i a b i l i t i e s  

f o r  ret irement benef i ts  increased from $27,395,287 t o  

$42,526,992, an increase of about 55%. 
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This i s  a  s igni f icant  increase which has had a  strong 

upward e f fec t  on past service r a t e s ,  due to  the f a c t  

t ha t  valuation assets  must be diverted to  cover these 

1 iab i l  i  t i e s .  The financial  reports as of December 31, 

1975 indicate tha t  the r e t i r e e  reserve totaled 

$15,246,638 as of tha t  date. Thus, there existed a  

d e f i c i t  re1 ating to  r e t i r ees  of $27,280,354. This 

d e f i c i t  was allocated to  reduce asse t  balances of 

par t ic ipat ing employers roughly in proportion to  the 

numbers of r e t i r ees  a t t r ibu tab le  to  such employers. 

Thus, i n  t h i s  indirect  way, the increase in l i a b i l i t i e s  

fo r  r e t i r ees '  benefits served to  s ignif icant ly increase 

unfunded past service l i a b i l i t i e s  and past service ra tes .  

The net e f f ec t  of these factors  i s  an increase in employer rates  

based upon the provisions of the System currently in e f fec t .  

While t h i s  increase a f fec ts  the ra tes  of d i f fe rent  employers 

d i f fe rent ly ,  the average increase i s  about 1% of covered pay. 
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SECTION 111 

SUMMARY AND CONCLUSIONS 

I t  i s  c l ea r  tha t  the changes in employee data hav 

increased employer contribution 1 eve1 s .  

e  sub 

Based upon the actuarial  assumptions outlined in Appendix 2 ,  the 

funding level of the System has been reduced by these changes fo r  

the second successive year. Based upon the resu l t s  of t h i s  valua- 

t ion,  the funding levels fo r  the System have deteriorated to  about 

50% based upon the provisions of the System currently in e f fec t .  

This i s  due in par t  t o  the substantial  increase in l i a b i l i t y  for  

re t i red  l ives  and in par t  t o  the improvement in the qual i ty  of the 

information provided with regard to  active l ives .  This i s  a  sub- 

s t an t i a l  reduction in funding level which impacts d i f fe rent  employers 

d i f fe rent ly .  

I t  will  be important to watch t h i s  funding level very carefully in 

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

based becomes more and more r e l i ab le ,  t h i s  funding r a t io  should, 

assuming no changes in the provisions of the System or in actuarial  

assumptions, s t a b i l i z e  and eventually begin t o  improve from year t o  

year. I f  i t  does not improve on a  comparable basis from year to  

year over a  period of time, we will need to  consider changes in 

actuarial  assumptions and/or methods. 
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ACTUARIAL METHOD 
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ACTUARIAL METHOD 

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

Method with Supplemental Liabi l i ty .  Under t h i s  method, the Consoli- 

dated Employer Contribution Rate i s  determined as follows: 

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

to  be earned in the future fo r  non-retired participants 

i s  calculated, taking into account expected levels  of 

mortali ty,  turnover, d i sab i l i t y ,  salary increases, and 

investment performance. 

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

( a )  The present value of future employee contributions , 

taking into account the same items as enumerated in 

( I ) ,  above. 

(b)  The to ta l  l i a b i l i t y  fo r  benefits earned to  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 Con- 

solidated Rate and i s  called the "Present Value of Future 

Consolidated Empyoyer Contributions." 

(3)  The Cons01 idated Employer Contribution Rate i s  determined 

by dividing the Present Value of Future Consolidated 

Employer Contributions by the present val ue of future 
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sa l a r i e s ,  calculated taking into account those factors  

enumerated i n  i tem ( I ) ,  above. 

The to ta l  Employer Contribution Rate f o r  each pa r t i c i -  

pati ng employer i  s  the Consol i  dated Employer Contri bution 

Rate plus t h a t  contribut 

unfunded accrued benefit 

over 40 years.  

ion r a t e  su f f i c i en t  to  fund the 

l i a b i l i t i e s  of such employer 

This method effect ively spreads the portion of the to ta l  

projected present value of benefits to be financed by 

future employer contributions over the expected future 

working l i fe t ime of the currently covered group. I t  

has the advantage tha t  the e f fec t  of actuarial  gains 

and losses (which a r i s e  from actual experience tha t  

deviates from the actuarial  assumptions used) i s  auto- 

matically spread over t h i s  period. 
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ACTUARIAL ASSUMPTIONS 

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

included in the report: 

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

( 2 )  Assets: Valued a t  cost.  

(3)  Experience: Active Employees 

( a )  Retirement Age - Pol ice  & Fire 55 or 20 years 
service.  

- Others 55 or  30 years 
service. 

(b )  Disabili ty - See attached Schedule I .  

( c )  Separation - See attached Schedule 11. 

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

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

( 4 )  Experience: Pensioners and Beneficiari es 

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

(b) Disabled - 1944 Disabled Railway Employees Select 
Mortal i t y  Tab1 e. 

( 5 )  Loading: None. 
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Schedule I 

PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

D i  sabi  l i t y  Rates 

A1 l Empl oyees 

Annual Rates Per 1,000 Employees 

Age 

20 
2 1 
22 
2 3 
2 4 

2 5 
26 
2 7 
2 8 
29 

30 
3 1 
32 
3 3 
34 

3 5 
3 6 
37 
3 8 
3 9 

4 0 
4 1 
4 2 
4 3 
44 

Rate 

.70 
- 7 1  
.72 
.73 
.74 

.75 

.76 

.78 

.80 

.82 

.84 

.86 

.88 

.90 

.93 

.96 

.99 
1.03 
1.07 
1.11 

1.15 
1.20 
1.27 
1.36 
1.48 

Age 

45 
4 6 
47 
48 
4 9 

50 
51 
52 
53 
5 4 

5 5 
56 
5 7 
5 8 
5 9 

60 
6 1 
62 
63 
64 

Rate 

1.62 
1.76 
1.91 
2.07 
2.23 

2.40 
2.60 
2.86 
3.18 
3.55 

4.00 
4.59 
5.34 
6.10 
7.20 

8.43 
9.75 

11.30 
13.05 
14.90 
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Schedule I1 

STATE OF ALASKA 

VALUATION TURNOVER RATES 

Age 

20 
2 1 
2 2 
23 
24 
2 5 
26 
27 
2 8 
2 9 
3 0 
3 1 
32 
33 
34 
3 5 
3 6 
37 
3 8 
39 
4 0 
4 1 
4 2 
43 
44 
45 
46 
4 7 
4 8 
4 9 
5 0 
5 1 
5 2 
5 3 
5 4 
5 5 
56 
5 7 
58 
5 9 
6 0 

Male 

.3274 

.2782 

.2408 

.2334 

.2151 

.I917 

.I690 

. I528 

. I510 

. I465 

.I408 

. I351 

.I309 

. I303 

.I289 

. I269 

. I248 

. I229 

. I223 
,1207 
. I185 
. I161 
.I140 
.I132 
.I112 
. l o81  
. lo60  
. l o41  
. lo38  
. lo25  
. I021 
. lo12 
. lo06  
,1004 
.0996 
.0997 
.0999 
. lo09 
.lo11 
.I022 
.I047 

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 
,1480 
.I416 
,1335 
. I257 
.I200 
.I192 
. I173 
,1150 
.I128 
.I115 
.I112 
.I108 
.I107 
.I114 
. I135 
. I156 
. I208 
.I277 
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APPENDIX 3 

PARTICIPANT DATA 



EXHIBIT 

I c c f "  
W W Z Z  

m a a C L :  
I-32 

Cnoz.. 
cS i-- Z z 
2 an: 



EXHIBIT 2 

V A L U A T I O N  D A T E  1 2 / 3 1 / 7 5  

------ 
A G E  

GROUP 

0-19 
20-2' 
25-29 
30-34 
35-39 
40-44  
45-49 
5 0 - 5 4  
55-59 
60-64  
65-69 
7 0 - 7 4  
7 5 - 7 9  
5 0 +  
TOTAL 

4NNUAL EARNINGS B Y  AGE------ 
TOTAL A V E R A G E  NUWREP 

O F  
PEOPLE 

0 
2 
3 
5 

1 0  
1 2  

8 
40 

155  
230 
288 
133 

4 2  
13  

941 

ANNIJAL 
EARNINGS 
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EXHIBIT 3 

MISCELLANEOUS INFORMATION 

MEMBERS OF THE 

ALASKA PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

Active Members 

Infcrmation as of 
December 31, 1974 December 31, 1975 

(1) Number o f  Active 
Par t i c ipan ts  

(2)  Number w i t h  Complete 
Information 

(3)  Average Age 

( 4 )  Average Service t o  Date 

(5 )  Average Annual Salary 

11,692 13,427 

37.93 years 37.70 years 

4.00 years  4.34 years 

$13,235 $16,535 

Retirees and Benef ic iar ies  

(1) Number of Retirees and 
Benef ic iar ies  

( 2 )  Average Age 65.02 years 

(3 )  Average Monthly Benefit $305 

941 

64.04 years 

$346 
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EXHIBIT 4 

DEVELOPMENT OF CONSOLIDATED 

EMPLOYER CONTRIBUTION RATE 

FOR 1977-78 

(1) Present Value of Fully Projected 
Benefit fo r  Non-Reti red Participants 

(2) Present Value of Benefits Earned t o  
December 31, 1975 by Non-Retired Participants 

( 3 )  Present Value of Future Member Contributions 

(4)  Present Value of Future Consolidated 
Employer Contributions ( ( 1 ) - ( 2 ) - ( 3 ) )  

(5)  Present Value of Future Salaries 

(6 )  Consol idated Employer Contribution 
Rate fo r  Pension Benefits ( ( 4 ) / ( 5 ) )  

(7)  Rate f o r  Retiree Medical Insurance 

(8) Total Consol idated Employer Contribution Rate 



EXHIBIT 5 

DEVELOPMENT OF PAST SERVICE RATES 
FOR 1977-78 

NEW PROVISIONS 

( b )  ( c )  
Unfunded 

( d )  
Payment t o  

L i a b i l i t y  Amortize 
Adjusted o r ,  (Surplus)  C i a b i l i  t y  - 

Assets ( \ a ) - ( b ) )  40 Years 

SSS,O84,943 $47,564,124 $2,772,988 

L i a b i l i t y  f o r  
B e n e f i t s  Earned 

t o  12-31-75 

State of Alaska $102,649,067 

Funding 
Rat io  

( ( b ) / ( a ) )  

53.7% 

Past Serv ice 
Sa la r ies  Rate ( ( d ) / ( e ) )  

5132,439,546 2.09% 

119,373 (1.08%) C i t y  of  Skagway 16,449 

C i t y  and Borough of 
Si t k a  1,215,754 

C i t y  o f  Fairbanks 6,527,881 

C i t y  of Haines 31,086 

U n i v e r s i t y  o f  Alaska 6,625,414 

C i t y  o f  Valdez 416,766 

C i t y  of Kodiak 605,053 

Alaska Munic ipal  League 127,557 

C i t y  o f  Kenai 385,419 

M u n i c i p a l i t y  o f  
Anchorage 26,100,148 

North Star  Borough 2,385,463 

Ketchi  kan Gateway Borough 87,334 

Matanuska-Susitna Borough 883,011 

C i t y  o f  Soldotna 23,397 

C i t y  and Borough o f  
Juneau 3,497,664 

C i t y  o f  Nrangel l  203,065 

C i t y  c f  Bethel 14,686 

Valdez C i t y  Schools 38,840 

Hoonah C i t y  Schools 113,210 

C i t y  o f  Kotzebue 20,696 

C i t y  o f  Galena 6,085 

King Cove C i t y  Schools 1,134 

C i t y  o f  Petersburg 324,547 

B r i s t o l  Bay Sorough 129,857 

North Slope Borough 302,174 

Wrangell C i t y  Schools 85,060 

Unorganized Borough 
School s 1,179,537 

C i t y  o f  Cordova 162,473 

Nome C i t y  School; 65,535 

C i t y  o f  King Cove 24,529 

Selawi k Schools 8,213 

3154,465,769 
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EXHIBIT 6 

BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

Present Value of Present Value of 
Accrued Benef i t Fully Projected Benefit 

Reti rement Benef i t $123,188,970 $224,473,629 

Disab i l i ty  Benefi t  2,871,736 4,999,388 

Death Benefi ts  4,080,913 6,744,058 

Termination Benefi ts  20,553,340 67,186,057 

Contributions plus I n t e r e s t  
f o r  Inact ive  Members 3,770,810 3 ,770,51.  

Total Present Value of 
Benefi t  f o r  a1 1 Non- 
Reti red Members $154,465,769 

Present Value of Benefi ts  
f o r  Pensioners 42,526,992 

Total Present Value 
of Benefi ts  
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PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

1. Plan 

Public Employees' Retirement System of Alaska. 

2. Effective Date 

January 1, 1961. 

3. Amended 

April 19, 1961 
April 19, 1962 
February 18, 1964 
May 29, 1964 
,July 1, 1964 
May 12, 1966 
April 3, 1968 
July 1, 1968 
July 1, 1970 - 
July 1, 1972 
July 1, 1974 
July 1, 1975 
July 1, 1976 

4. Administration of Plan 

The Commissioner of Administration is respons i bl e for admini- 

stration of the System, Public Employees' Retirement Board adopts 

rules and regulations to carry out provisions of the Act, and 

Commissioner of Revenue invests the Fund. 
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APPENDIX 5 

SUMMARY OF THE PROVISIONS 

OF THE 

ALASKA PUBLIC EMPLOYEES ' RETIREMENT SYSTEM 

AS OF 

JULY 1, 1976 
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5. Empl oyers Incl uded 

S t a t e  of Alaska and any po l i t i c a l  subdivisions and public o r  

quasi-pub1 i c  organizations thereof (as  o f  December 31, 1975, 

t he r e  were: 32 par t i c ipa t ing  employer groups i n  addi t ion t o  

t he  S t a t e  for.which separate  contr ibut ion r a t e s  a r e  determined). 

6 .  Employees Incl uded 

A1 1 regular  f u l l  -time employees of t he  S t a t e  and par t i c ipa t ing  

p o l i t i c a l  subdivisions,  exclusive of those covered by the  

A1 as  ka Teachers ' Retirement System, t h e  A1 aska Judges ' Sys tern, 

o r  any employee on whose behalf the  S t a t e  is  making contribu- 

t i ons  t o  another Retirement System. Elected o f f i c i a l s  may 

e l e c t  t o  pa r t i c ipa t e  a t  t h e 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,  

o r  ret irement.  Up t o  5 years of m i l i t a ry  se rv ice  may 

be recognized i f  appropr ia te ly  claimed and appropriate 

employee contribution paid. 

Past:  

Service c r e d i t  f o r  a l l  service  w i t h  S t a t e  and Ter r i to ry  

p r io r  t o  January 1, 1961, i f  t he  employee completed th ree  

years  of se rv ice  a f t e r  January 1, 1961. Elected o f f i c i a l  
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has past service c red i 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 

with pol i t ica l  subdivision pr ior  to  e f fec t ive  date 

included a t  option of pol i  t i ca l  subdivision. 

Break in Future Service: 

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

contribution equal to  refund paid plus in t e res t ,  the 

service before the break i s  re instated.  

8. Compensation Considered 

Total compensation during three consecutive calendar years 

of credited service which yield the highest average monthly 

compensation ( t o t a l  compensation during period divided by 

number of months i  ncl uded) . 

9. Employer Contributions 

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

(1) Consol idated Rate 

A uniform ra t e  f o r  a1 1 participating employers su f f i c i en t  

t o  amortize a l l  future service l i a b i l i t i e s  ( l e s s  value 

of employee contributions) over the future working 1 i f e -  

times of the covered group. 

( 2 )  Past Service Rate 

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



t o  amortize such employer's unfunded past service 

1 i a b i l i t i e s  over 40 years. 

10. Employee Contributions 

Mandatory Employee Contributions: 

Police & Fire - 5% 

Other - 4 1/4% 

Refund a t  Termination (no vesting) : 

Return of voluntary and mandatory contributions w i t h  i n t e re s t .  

Refund a t  Death: 

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

tory contributions with in te res t .  

11. Normal Retirement Benefit  

E l ig ib i l i t y :  

Age 55 or  20 years - Police & Fire 

Age 55 or  30 years - Other 

Type: 

Life only with optional jo in t  and survivor benefit 

(actuari  a1 1y reduced). 

Amount: 

2% of highest three consecutive year average salary fo r  

each year of service - Other. 

2% for  the f i r s t  10 years of service p l u s  2 1/2% fo r  
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years of service in excess of 10, of highest consecu- 

t i v e  three-year average salary - Police & Fire. 

12. Early Retirement Benefit 

E l ig ib i l i t y :  

Age 50 and 5 years service - a11 employees. 

Type: 

Life only. 

Amount : 

Actuarial equivalent of Normal Retirement Benefit based 

on service and compensation t o  Early Retirement Date. 

13. Deferred vested Benefit 

E l ig ib i l i t y :  

Five years of service,  withdrawal of employee contributions 

voids vested r ights .  

Type: 

Life only or  jo in t  and survivor benefit  (actuarial  l y  reduced). 

Amount: 

Monthly benefit  begins on employee's Normal Ret 

Amount determined the same a s  Norma1 Retirement 

taking into account compensation and service pr 

mination. 

i rement Date. 

Benef i t 

i o r  to  t e r -  
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14. Disabi l i ty  Benefit 

Occupational Di sabi I i ty: 

E l ig ib i l i t y :  

No age or service requirements. 

Type: 

Monthly benefit payable unt i l  death or  recovery. 

Amount : 

40% of gross monthly compensation a t  date of 

d i sab i l i t y .  The benefit  terminates a t  Normal 

Retirement Date with f u l l  Normal Retirement 

Benefit commencing a t  t ha t  point. 

Non-Occupational Di sabi 1 i ty:  

El ig i  b i  1 i ty:  

Five years of service. 

Type: 

Monthly benefit  payable unt i l  death or recovery 

Amount : 

Same as vested benefit  except payments commence 

immediately. 

15. Death Benefit Before Retirement 

Occupational : 

No age or service requirements. 

Benefit: 40% of gross monthly compensation a t  date 
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of death or disability, if earlier. At participant's 

Normal Retirement Date, benefit converts to Norma1 

Retirement benefit based on pay at date of disability 

or death and credited service, including period from 

date of disability or death to Norma1 Retirement Date. 

Non-Occupational 

If no widow 

of $1,000 p 

'S benef 

lus $100 

it is payable, lump-sum death benefit 

per each completed year of service 

and the participant's contributions with interest. Alter- 

natively, an income benefit is available at death after 

five years of service based on 50% 3&S equivalent of 

accrued Normal Retirement Benefit. 

16. Death Benefits After Retirement 

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

excess o f  his contribution account immediately prior to retire- 

ment over the sum of the pension payments previously received 

by the employee. 

17. Post-Retirement Pension Adjustment 

Commissioner of Administration may recommend post-retirement 

increases on account of increasing cost of living up to 4% 

each year. 
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18. Cost-of-Living Allowance 

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

addit ional  allowance, equal t o  10% of h i s  basic ret irement 

benef i t ,  o r  $50 per month, whichever i s  g rea te r .  

19. Optional Employee Savings Account 

An employee can voluntar i ly  contr ibute  u p  t o  5% of h i s  com- 

pensation. This amount i s  recorded in  a separate  account 

and i s  payable: 

( a )  In t he  event of termination before ret irement f o r  

any reason o ther  than death,  as  a lump sum to  the  

employee, 

( b )  In the  event of termination on account of death,  

a s  a lump sum t o  the  empfoyee's beneficiary,  

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

cash refund basis  o r  ins ta l lments  over l imi ted 

period. 




