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HIGHLIGHTS 

This report has been prepared by Wi 1 1  iam M. Mercer Meidinger Hansen, 
Incorporated to: 

(1) present the results of a valuation of the Alaska Teachers' 
Retirement System as of June 30, 1988; 

(2) review experience under the plan for the year ended June 30, 
1988; 

(3) determine the contribution rates for the State and for each 
school district in the system; 

(4) provide reporting and disclosure information for financial 
statements, governmental agencies, and other interested 
parties . 

The report is divided into two sections. Section 1 describes the basis 
of the valuation. It summarizes the plan provisions, provides 
information relating to the plan participants, and describes the 
funding methods and actuarial assumptions used in determining 
liabilities and costs. 

Section 2 contains the results of the valuation. It includes the 
experience of the plan during the 1987-88 plan year, the current annual 
costs, and reporting and disclosure information. 

The principle results are as follows: 

Funding Status as of June 30: l!%2 1988 

(a) Valuation Assets* $1,225,009 $1,331,905 

(b) Accrued Li abi 1 i ty* 1,210,909 1,347,859 

(c) Funding Ratio, 
(a) / (b) 

Contributions for Fiscal Year - 1990** iE!l 

(a) Normal Cost 9.36% 11.86% 

(b) Past Service Rate 1.80% .41% 

(c) Total Contribution Rate 11.16% 12.27% 

* In thousands. 
** Same as 1989 rates. 
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In preparing this valuation, we have employed general ly accepted 
actuarial methods and assumptions, in conjunction with employee data 
provided to us by the plan sponsor and financial information provided 
by the audited report from Peat, Marwick, Main and Company, to 
determine a sound value for the plan liabilities. We believe that this 
value, and the method suggested for funding it, are in full compliance 
with the Governmental Accounting Standards Board, the Internal Revenue 
Code, and a1 1 appl icable regulations. 

Respectfully submitted, 

Robert F. Richardson, ASA, EA, MAAA Brian R. McGee, FSA 
Principal Principal 

RFR/BRM/ j s 

March 28, 1989 
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ANALYSIS OF THE VALUATION 

The results of th i s  year 's actuarial valuation for  the TRS show a 
modest decrease in the funding ra t io ,  and a very 1 arge increase i n  the 
employer contribution rate. These changes can be explained by the four 
major deviations of actual experience i n  FY88 from our actuarial 
assumptions. Overall, there was an actuarial loss during the year of 

3 $75,074,000, or  5.6% of the accrued 1 %bi 1 i ty .  (??.+ LL&LW %u h-pJ h4 1 
K c  t , /U 'A &L 

Retiree Medical Insurance /&j"7 - /% /b,&< ''242 ip&r"~~ , ~ e u  4-f 

Last year there was an actuarial loss of $37,182,000 due t o  the large 
increase in re t i ree  medical premiums. More importantly, from a cost 
point of view, th i s  increase resulted i n  a 3.12% increase in the 
employer contribution rate. 

An analysis of ret iree medical claims for the past two years shows a 
decrease in hospital admissions and hospital days per re t i ree  per year, 
for  both under and over age 65. However, total  hospital expenses per 
re t i ree  during these two years increased 18% for ret irees over age 65, 
and 36% for those under age 65. 

For many years, we have commented on the substantial increases in 
re t i ree  medical insurance premiums. The fol lowing table summarizes the 
monthly premium, per benefit recipient, since re t i ree  medical became 
a benefit of the TRS. 

Monthly Premium Annual Average Annual 
Fiscal Per Ret i ree Percentage Increase 
Year For Health Coveraae Increase Since 1978 

In FY86, the upward spiral of ret iree health insurance premiums 
reversed. A t  the time i t  was f e l t  that some of this decrease was due 
t o  the cost containment measures which were established and some was 
due t o  a correction from the prior year's increase. T h i s  downward 
trend continued in 1987 and 1988. Unfortunately, medical premiums for 
ret irees have once again reversed w i t h  an 80% increase i n  the l a s t  two 
years. 



William M. Mercer Meidinger Hansen, Incorporated 

Certainly some of this increase is due to the influx of under-age-65 
retirees from the Retirement Incentive Program with their 
correspondingly higher medical costs. This is because Medicare offsets 
much of the medical cost after a retiree reaches age 65. During the 
next few years, the percentage of retirees over age 65 should increase, 
re1 ieving some of the upward pressure on retiree medical premiums. 

The chart on page 7 shows medical claims for pre-65 retirees increasing 
faster than claims for post-65 retirees. This may reflect the impact 
of DRG reimbursement holding down claims for retirees over age 65 and 
eligible for Medicare, and a "cost shift" toward retirees under age 65 
and not eligible for Medicare. 

Investment Performance 

The effect of "Black Monday" on stock market prices was still felt by 
the equity portion of the TRS portfolio by the end of the fiscal year. 
Based upon the fund's market value, the investment return during the 
year was only 1.87%. Valuation assets are based upon a three-year 
smoothing of actuari a1 values . Nevertheless, investment return based 
upon valuation assets was only 6.33% during the result 
was an actuarial loss from investment sources o which 
resulted in a .84% increase in the employer contr 

Retirement Incentive Proaram 

Primarily due to the Retirement Incentive Program, the number of 
retirees in the Teachers' Retirement System increased more than 40% 
during the last two years. Almost 10% of a1 1 active teachers took 
advantage of the RIP and retired earlier with larger benefits. The net 
increase in accrued liabilities during the last 
Retirement Incentive Program was slightly more than 

Sal arv Increases 

Somewhat offsetting the above-mentioned actuarial losses was an 
actuari a1 gain from salary increases which were less than anticipated. 
The actuari a1 gain from these less-than-anticipated salary increases 
was $25,755,000, which resulted in a .67% decrease in the employer 
contribution rate. 
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Vol ati 1 i tv of Contribution Rates 

For the 1 ast few years, the employer contribution rate to the Teachers' 
Retirement System has been quite volatile. This is primarily due to 
economic changes which are beyond the State's control. While the 
medical costs have been volatile, over the long run, of greatest 
importance is the investment performance of the Teachers' Retirement 
Fund. When the system was not fully funded, and when the percentage 
of equities was substantially less, investment performance was more 
stable. Even with the three-year smoothing approach used to dampen 
wide swings in market values from year to year, the investment 
performance realized by the Plan is subject to substantial variation. 
For the 1 ast few years, excel lent investment performance contributed 
to a sharp decrease in employer contribution rates. This year, a lower 
return contributed to the increase. After the three-year smoothing, 
the Plan's investment performance was 2.67% below our actuarial 
assumption. This is not a large deviation! Nevertheless, an actuarial 
loss of this magnitude, by itself, led to an increase in employer 
contribution rates of .84% of TRS payroll. 

The following table summarizes the sources of increase in the employer 
contribution rate: 

. . . . . .  (1) Last year's employer contribution rate 8.19% 

(2) Increase due to retiree medical insurance. . . . .  3.12% 

(3) Increase due to RIP. . . . . . . . . . . . . . . .  .50% 

(4) Increase due to less-than-anticipated 
investment performance. . . . . . . . . . . . . .  .84% 

(5) Decrease due to lower salary raises. . . . . . . . -  .67% 
. . . . . . . . . . .  (6) Impact of all other factors. .29% 

(7) Employer contribution rate this year . . . . . . .  12.27% 
Recommended Chanae 

It is our recommendation that the employer contribution rate be based 
upon a three-year average of the rates developed in the actuarial 
reports. This slight change in actuarial methodology will dampen the 
inevitable swings in employer contribution rates from year to year. 
The fol lowing table summarizes the effect of this recommendation on 
contribution rates over the last six years: 
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Empl oyer Three-Year For 
Val uation Contribution Average Fiscal 

Date Rate Rate Year 

* Note: A change i n  actuarial  assumptions on 6-30-85 
lowered the contribution r a t e  from 16.68% t o  13.28%. 

Additional Exhibits 

In this year ' s  actuarial  valuation report we have included several new 

'1 raphs and exhibits.  They show employee and r e t i r e e  data,  GASB No. 5 
Governmental Accounting Standards Board) information, and cash f 1 ow 

projections. These exhibits will be regular features of our reports 
i n  the  coming years. 

With a net actuarial  loss of over $75,000,000 and a substantial  
increase i n  r e t i r e e  medical insurance premiums, FY88 was not a good 
year f inancial ly  f o r  the TRS. The funding r a t i o  decreased s l igh t ly  and 
the employer contribution r a t e  showed a 1 arge increase. Nevertheless, 
the Plan is very we1 1 funded by a l l  standards, as indicated by the  
98.8% funding ra t io .  



S T A T E  O F  ALASKA 
R E T I R E E  M E D I C A L  COVERAGE 

P L O T  O F  COST P E R  R E T I R E E  E X P E R I E N C E  
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MONTHS 
I N D I V I D U A L  MONTH COSTS P E R  R E T I R E E  UNDER AGE 65 AND AGE 65 AND OVER 
,,,,ROLLING 12-MONTH AVERAGE COSTS P E R  R E T I R E E  UNDER AGE 65 AND AGE 65 AND OVER 
I N D I V I D U A L  MONTH COSTS P E R  R E T I R E E  UNDER AGE 65 
-,,,ROLLING 12-MONTH AVERAGE COSTS PER R E T I R E E  UNDER A G E  65 
I N D I V I D U A L  MONTHS COSTS P E R  R E T I R E E  AGE 65 AND OVER 
,,,,ROLLING 12-MONTH AVERAGE COSTS P E R  R E T I R E E  AGE 65 AND OVER 

PREPARED B Y  W I L L I A M  M. MERCER M E I D I N G E R  HANSEN. I N C .  SEPTEMBER. 1988 
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Section 1 

In this section, the basis of the valuation is presented and described. 
This information--the provisions of the plan and the census of 
participants--is the foundation of the valuation, since these are the 
present facts upon which benefit payments will depend. 

A summary of plan provisions is provided in Section 1.1 and participant 
census information is shown in Section 1.2. 

The valuation is based upon the premise that the plan will continue in 
existence, so that future events must also be considered. These future 
events are assumed to occur in accordance with the actuarial 
assumptions and concern such events as the earnings of the fund, the 
number of participants who will retire, die, terminate their services, 
their ages at such termination and their expected benefits. 

The actuarial assumptions and the actuarial cost method, or funding 
method, which have been adopted to guide the sponsor in funding the 
plan in a reasonable and acceptable manner, are described in Section 
1.3. 
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Section 1.1 
SUMMARY OF THE ALASKA TEACHERS' RETIREMENT SYSTEM 

The Teachers' Retirement System of Alaska is a joint contributory 
retirement system to provide benefits for teachers of the State. 

Effective Date 

June 30, 1955, as amended through June 30, 1988. 

Administration of Plan 

The Commissioner of Admini stration appoints the administrator of 
the System; the A1 aska Teachers ' Retirement Board makes 
recommendations to the Commissioner of Admini stration; and the 
Commissioner of Revenue invests the funds. 

Members hi D 

Membership in the A1 aska Teachers' Retirement System is compulsory 
for each certificated elementary or secondary teacher, 
certificated school nurse, and other certificated personnel who 
are employed on a full-time or part-time basis in positions which 
require teaching certificates as a condition of employment in the 
public schools of Alaska. Membership is also compulsory for the 
Commissioner of Education, supervisors within the Department of 
Education, and all full-time or part-time teachers of the 
University of A1 aska and administrative personnel occupying 
full-time positions at the University of Alaska which require 
academic standings and are approved by the Administrator. Certain 
State legislators may also elect to be eligible for membership. 

Credited Service 

A year of membership service is defined to be the same as a school 
term which is currently a minimum of 172 days, and fractional 
service credit is on a daily rate basis. Credit is granted for 
a1 1 Alaskan pub1 ic school service. Credit is granted for accrued, 
unused sick leave as reflected by the records of the last employer 
once a member has been on retirement an equal amount of time, 
meets el igi bi 1 i ty requirements and has completed an appl ication 
for the credit . 
Contributions bv Teachers 

Effective July 1, 1970, each teacher shall contribute 7% of base 
salary earned from July 1 to the following June 30. 
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Voluntarv Su~~lemental Contributions 

If a teacher who first joined the system before July 1, 1982 
wishes to make his or her spouse or minor children eligible for 
a spouset s pension and/or survivor's a1 lowance, the teacher may 
elect to make supplemental contributions of an additional 1% of 
base salary commencing not later than 90 days after marriage, or 
the birth or adoption of a child, or u on re-entry into the system 
provided there was at least a twelve P 12) month break in service. 
Arrearaae Contributions 

Up to ten years of public or non-public teaching service, or 
service by a certificated person in a position requiring 
certification, in an accredited school not covered under the 
Teachers' Retirement System, or service in an institution of 
higher learning not under the control of the Board of Regents of 
the University of A1 aska, may be credited for retirement purposes. 
For teachers first hired after July 1, 1978, the full actuarial 
cost of providing benefits for the service will be borne by the 
teacher. No fractional credit is granted for outside service. 

Service as a teacher, a certificated person employed in a 
full-time position requiring a teaching certificate, or a 
professional educator, in an Alaska B. I .A. school or school system 
may be credited for retirement purposes. Contributions are 
required for service which is claimed. There is no limit on the 
amount of Alaska B.I.A. service that may be claimed. Fractional 
credit is granted for Alaska B.I.A. service and military service. 

A maximum of five years of mi 1 itary service may be credited for 
retirement purposes; however, the maximum outside and military 
service credit may not exceed ten years, unless entry into the 
military is immediately preceded by TRS service and following 
discharge is continued by TRS service within one year. 
Contributions are required for service which is claimed. 
Fractional credit is granted for mi 1 i tary service. 

Retroactive Contributions 

If a teacher was not subject to the provisions of the Retirement 
Act and, at a later date became subject to them due to legislative 
changes to the eligibility requirements, the teacher may elect to 
receive credit for creditable service prior to membership by 
submitting to the Retirement Fund an amount equal to the 
contributions that would have been made if the teacher had been 
a member of the System for any yearts service after June 30, 1955, 
plus interest thereon. Retroactive contributions are not required 
for creditable membership service before July 1, 1955. 
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Em~lovers' and State's Contributions 

The employer contributes an amount required, in addition to 
member contributions, to finance the benefits of the System. 

Rate of Interest 

The amount deposited in a member account will be credited with 
interest at the rate established for a school year at the end of 
such school year. Effective June 30, 1974, the interest rate was 
increased to 4-1/2%. 

Withdrawal of Mandatorv Contributions 

If a member terminates teaching services in A1 aska, mandatory 
contributions may be withdrawn . Upon request, a terminated 
teacher will receive a refund of the balance of the member 
contribution account. 

Reinstatement of Contributions 

If Mandatory Contributions are withdrawn and a member 
subsequently resumes teaching in Alaska, the member will be 
indebted to the Teachers' Retirement Fund in the amount of the 
total refund. The reinstatement indebtedness bears compound 
interest at the rate prescribed by regulation to the date of 
repayment or the date of reti rement , whichever occurs first . 
Normal Retirement Eliaibility 

Meeting the requirement of either (a) or (b) below: 

(a) Upon attaining age 55 and meeting one of the following 
service requirements: 

(1) Eight years of fully-paid membership service, or 
(2) 15 years of fully-paid creditable service, the last 

five of which have been membership service; (after July 
1, 1975 a new member needs eight years of ful ly-paid 
membership service) ; or 

(3) Five years of ful ly-paid membership service and three 
years of ful ly-paid Alaska B. I .A. service; 

or; 

(b) At any age after meeting one of the following service 
requirements : 

(1) 25 years of fully-paid creditable service, the last 
five of which are membership service; or 

(2) 20 years of ful ly-paid membership service; or 
(3) 20 years of ful ly-paid combined membership service and 

Alaska B.I.A. service, the last five of which are 
membership service. 
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(4) 20 part-time years of ful ly-paid membership service (at 
least one-half year each). 

A retired teacher who has been receiving a disability 
retirement benefit shall be eligible for a service 
retirement benefit upon satisfying normal retirement 
eligibility. 

Earlv Retirement Eliaibilitv 

Upon attaining age 50 and meeting one of the following service 
requ i rements : 

(1) Eight years of ful ly-paid membership service, or 
(2) 15 years of ful ly-paid creditable service, the last five of 

which have been membership service; (after July 1, 1975 a 
new member needs eight years of ful ly-paid membership 
service) ; or 

(3) Five years of ful ly-paid membership service and three years 
of ful ly-paid Alaska B. I .A. service during which the teacher 
received compensation for at least two-thirds of each school 
year. 

Com~utation of Averaae Base Salary 

A teacher's average base salary is determined by averaging the 
teacher's highest base salary which the teacher received for any 
three years of membership service. 

Normal Retirement Benefit 

The normal retirement benefit is 2% of the teacher's Average Base 
Salary multiplied by the total number of years of creditable 
service . 
Earl v Ret i rement Benefit 

A teacher who meets the service requirements for normal 
retirement, but not the age requirements, may elect to have 
reduced payments commence as early as age 50. The reduced Early 
Retirement Benefit is equal to the actuarial equivalent of the 
normal retirement benefit . 
Indebtedness Owina At Retirement 

If on the date of appointment to retirement, a teacher has not 
paid the full amount of his indebtedness including interest to 
the Retirement Fund, the retirement benefit wi 1 1  be reduced for 
life by an amount equal to the actuarial equivalent of the 
outstanding indebtedness at the time of retirement. 
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(20) Re-em~lovment of a Retired Teacher 

If a retired teacher is reemployed in a position covered under 
the System, the retirement benefit will be suspended during the 
period of reempl oyment . 
During such period of reemployment, retirement contributions are 
mandatory. 

(21) Disabi 1 i tv Retirement Benefits 

A disability retirement benefit may be paid if a teacher has 
become permanently disabled before 55 and has at least five years 
of ful ly-paid membership service. 

The benefit will be equal to 50% of the disabled teacher's base 
salary immediately prior to becoming disabled. This benefit wi 1 1  
be increased by 10% of the teacher's base salary for each minor 
child up to a maximum of 40%. 

When the disabled teacher attains age 55, the disabi 1 ity benefit 
wi 1 1  automatically terminate. A normal retirement benefit wi 1 1  
be computed as if the teacher had been in membership service 
during the period of disability, and a service retirement will 
be granted. 

(22) Cost-of-Li vina A1 lowance 

An eligible retired teacher who remains in Alaska is entitled to 
receive an additional cost-of-1 iving a1 lowance equal to 10% of 
the base retirement benefit. 

(23) Post-Reti rement Pension Adjustment 

When the administrator determines that the cost of living has 
increased and that the financi a1 condition of the retirement fund 
permits, a1 1 retirement benefits may be increased. The amount 
of the increase shall be not more than the lesser of 4% 
compounded for each year of retirement, or the cost-of-living 
increase since the date of retirement, reduced by prior 
Post-Retirement Pension Adjustments. 
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(24) L u m ~  Sum Non-Occu~at i onal and Occu~ati onal Death Benefit 

Upon a non-occupational death of a member who has made no 
supplemental contributions or who made supplemental contributions 
for less than one year and has completed less than one year of 
membership service, a lump-sum benefit shall be paid to the 
designated beneficiary, The lump-sum benefit is the teacher's 
accumulated member contribution account. If the teacher is in 
active service at the time of death after completing at least one 
year of membership service but before becoming a vested member, 
an additional death benefit equal to $1,000 plus $100 for each 
year of membership service (the total not to exceed $3,000), plus 
$500 if the teacher is survived by one or more minor children is 
a1 so payable. 

Upon an occupational death of a member who has not made the 
required supplemental contributions, a monthly survivor's pension 
equal to 40% of the base salary at the time of death or 
disability, if earlier, may be payable. At the member's Normal 
Retirement Date, the benefit converts to a Normal Retirement 
benefit based on pay at date of disabi 1 ity or death and credited 
service, including period from date of disability or death to 
Normal Ret i rement Date. 

If the teacher had received a retirement benefit prior to his 
. death, payment shall be his accumulated contributions, plus 

interest, minus all benefits paid. However, if the teacher 
elected one of the joint and survivor options (50%, 66-2/3% or 
75%) at retirement, an el igi ble spouse would receive a continuing 
monthly benefit for the rest of his or her life. 

(25) Survivor's A1 1 owance 

If a teacher has made supplemental contributions for at least one 
year and dies while in membership service, or while receiving a 
disability benefit, or if a teacher has made supplemental 
contributions for at least five years and dies while on 
retirement or in deferred retirement status, and is survived by 
one or more minor children, his surviving spouse and/or minor 
children are entitled to the survivor's allowance. The amount 
of the benefit is 35% of the teacher's base salary immediately 
prior to his death or becoming disabled for his spouse and 10% 
for each minor child up to a maximum of 40%. The survivor's 
a1 lowance commences the month fol lowing the member's death. When 
there is no longer an eligible minor child, this a1 lowance ceases 
and a Spouse's Pension becomes payable. 
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(26) S~ouse' s Pension 

If a teacher has made supplemental contributions for at least one 
year and dies while in membership service, or while receiving a 
disability benefit, or if a teacher has made supplemental 
contributions for at least five years and dies while on 
retirement or in deferred retirement status, the surviving spouse 
is entitled to receive the Spouse's Pension. The amount of the 
benefit is 50% of the service retirement benefit that the 
deceased teacher was receiving or would have received. The 
Spouse's Pension commences the month fol lowing the member's 
death. The payment ceases when the spouse dies. 
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Section 1,2(a) 
PARTICIPANT CENSUS INFORMATION AS OF JUNE 30 

Act ive Members 

(1) Number 

(2) Number Vested 

(3) Average Age 

(4) Average Credi ted 
Serv i ce 

(5) Average Annual 
Salary 

Ret i rees and Benef i c i  a r i  es 

(1) Number 

(2) Average Age 

(3) Average Monthly 
Benef i t 

Base 

C.O.L.A. 

P.R.P.A. 

Tota l  

Vested Terminations 

(1) Number 

(2) Average Age 46.75 45.49 47.74 47.92 44.26 

(3) Average Monthly Benef i t  $ 944 $ 850 $ 1,178 $ 1,391 $ 847 

Not Vested Terminations With Account Balances 

(1) Number 914 1,093 869 1,529 938 

(2) Average Account Balance $ 5,573 $ 6,649 $ 8,356 $ 9,421 $ 9,773 
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S e c t i o n  1.2 (b) 
DISTRIBUTIONS OF ACTIVE PARTICIPANTS 

[ STATE OF PLASKA-=TRS RCTIVES VALLMTION DATE 6/30/1?88 

------ I ANNUAL EARNINGS BY AGE------ ---- ANNUAL EARNINGS BY SERVICE--- 
-..Nmi3m--.-.AYERC\GF TOT Al AVFRAGF 

AGE OF ANNUAL ANNUAL SERVICE OF ANNUAL ANNUAL 
GROUP PEOPLE EARNINGS EARNINGS GROUP PEOPLE EARNINGS EARNINGS 

- -- -  
55-57 85 56 24 aD-64-2T -~-f.g 10 3 1 0 0 24 1 

G T - - 7 2 5  0 0 0 
65-69 

/'v- 
8 4 4 1 0 0 0 0 0 17 

70-74 1 0 1 0 0 0 0 0 0 2 
75-79 1 - 0 f 0 0 0 0 0 0 2 
80+ 0 0 0 0 0 0 0 7  0- 0-I 
TOTAL 4134 2169 1226 566 112 9 2 0 0 81'18 
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Section 1.2(c) 
STATISTICS ON NEW RETIREES DURING THE YEAR ENDING JUNE 30 

serv  i ce 

Number 

Average Age 
At Ret i remen t 

Average Monthly 
Bene f i t  

D i s a b i l i t y  

Number 

Average Age 
A t  Ret i rement 

Average Monthly 
Bene f i t  

Survivor 

Number 

Average Age 
A t  Ret i rement 

Average Monthly 
Bene f i t  

Tota l  - 
Number 

Average Age 
A t  Ret i rement 

Average Monthly 
Bene f i t  



William M. Mercer Meidinger Hansen, Incorporated 

Section 1.2(d) 
STATISTICS ON ALL RETIREES AS OF JUNE 30 

Normal Retirement 

Number, P r i o r  Year 1,579 
Net Change During Year 48 
Number, This Year 1,627 
Average Age A t  Retirement 56.96 
Average Age Now 64.13 
Average Monthly Benef i t  $1,317 

Surv iv ina S~ouse 's  Benef i ts 

Number, P r i o r  Year 42 
Net Change During Year 
Number, This Year 

(2) 
40 

Average Age A t  Retirement 57.87 
Average Age Now 64.87 
Average Monthly Benef i t  $ 593 

Surv ivor 's  Benef i ts 

Number, P r i o r  Year 3 5 
Net Change During Year 2 
Number, This Year 37 
Average Age A t  Retirement 35.47 
Average Age Now 41 .09 
Average Monthly Benef i t  $1,247 

D i s a b i l i t i e s  

Number, P r i o r  Year 5 6 
Net Change During Year 4 
Number, This Year 60 
Average Age A t  Retirement 44.11 
Average Age Now 49.64 
AverageMonthly Benef i t  $1,817 





William M. Mercer Meidinger Hansen, Incorporated 

Section 1.2(e) 
DISTRIBUTIONS OF ANNUAL BENEFITS OF RETIRED PARTICIPANTS 

- -- STATE &- CKCISKA - TRS - ALL RETIREES - VALMTION DATE 6/30/1988 

- NUMBER 
AGE - OF 
GROUP PEOPLE 

----- ANNUAL BENEFIT BY AGE------ ---- ANNUAt BENEFIT BY SERVICE--- 
- TOTAL .-AVERAGE NUMBER - TOTAL AVERAGE ___ - 

ANNUAL 4NNUAL - -SERVICE OF ANNUAL hNNUAL 
BENEFIT BENEFIT GROUP PEOPLE BENEFIT BENEFIT 

AGE 

Q-19 
20-24 
25-29 
30-34 
35-39 
40-44 
45-49 
50-54 
55-59 
60-64 
65-69 
70-74 
75-79 
80+ 
TOTAL 

0 
1 
2 
3 
4 
0- 4 
5- 9 

10-14 
15-19 
20-24 
25-29 
30-34 
35-39 

40+ 
TOTAL 

SERVICE GROUPS BY AGE GROUPS 

S E R V I C E  G R O U P  

10-14 15-19 20-24 25-29 30-34 



William M. Mercer Meidinger Hansen, Incorporated 

Section 1.3 
ACTUARIAL BASIS 

Valuation of Liabilities 

A. Actuarial Method - Projected Unit Credit. Liabilities and 
contributions shown in the report are computed using the Projected 
Unit Credit method of funding. The unfunded accrued benefit 
1 i abi 1 i ty is amortized over 25 years. Actuarial funding surpluses 
are amortized over five years. 

The objective under this method is to fund each participant's 
benefits under the plan as they accrue. Thus, each participant's 
total pension projected to retirement with salary scale is broken 
down into units, each associated with a year of past or future 
service. The principle underlying the method is that each unit 
is funded in the year for which it is credited. Typically, when 
the method is introduced there will be an initial liability for 
benefits credited for service prior to that date, and to the extent 
that this liability is not covered by Assets of the Plan there is 
an Unfunded Liability to be funded over a chosen period in 
accordance with an amortization schedule. 

An Accrued Liabilitv is calculated at the valuation date as the 
present value of benefits credited with respect to service to that 
date. 

The Unfunded Liabilitv at the valuation date is the excess of the 
Accrued Liabi 1 ity over the Assets of the Plan. The level annual 
payment to be made over a stipulated number of years to amortize 
the Unfunded Liability is the Past Service Cost. 

The Normal Cost is the present value of those benefits which are 
expected to be credited with respect to service during the year 
beginning on the valuation date. 

Under this method, differences between the actual experience and 
that assumed in the determination of costs and liabilities will 
emerge as adjustments in the Unfunded Liability, subject to 
amortization. 

B. Actuarial Assumptions - 
1. Interest 

2. Salary Scale 

9% per year, compounded annual 1 y , 
net of expenses. 

6.5% per year for the first five 
years of employment and 5.5% per 
year thereafter . 

3. Health Inflation 9% per year. 

4. Mortality 1984 Unisex Pension Mortality 
Table set back 1-1/2 years. 



William M. Mercer Meidinger Hansen, Incorporated 

5. Turnover 

6. D i s a b i l i t y  

7. Retirement Age 

8. Spouse's Age 

9. Contribution Refunds 

10. C.O.L.A. 

11. Sick Leave 

12. Expenses 

Valuation o f  Assets 

Based upon the 1981-85 actual 
t o t a l  turnover experience. (See 
Tab1 e 1). 

Incidence rates i n  accordance wi th  
Table 2. Post-disabi 1 i t y  
mortal i t y  i n  accordance w i th  rates 
pub1 ished by the Pension Benefit  
Guaranty Corporation t o  r e f  1 ect 
mortal i t y  o f  those recei  v i  ng 
d i  sabi 1 i t y  benef i ts under Social 
Security . 
Retirement rates based on actual 
experience i n  accordance wi th  
Table 3. 

Wives are assumed t o  be four  years 
younger than husbands. 

100% o f  those terminating a f t e r  
age 35 w i th  e ight  o r  more years 
of service w i l l  leave t h e i r  
contr ibut ions i n  the fund and 
thereby re ta in  t h e i r  deferred 
vested benef i t .  A l l  others who 
terminate are assumed t o  have 
t h e i r  contr ibut ions refunded. 

54% o f  those receiving r e t  i rement 
benef i ts w i l l  be e l i g i b l e  f o r  
C.O.L.A. 

4.7 days o f  unused s ick leave f o r  
each year o f  service w i l l  be 
avai lable t o  be credi ted once the 
member i s  re t i red .  

Expenses are covered i n  the 
in te res t  assumption. 

Based upon the three-year average r a t i o  between market and book values 
o f  the System's assets, except t ha t  f i xed  income investments are 
carr ied a t  book value. Assets are accounted f o r  on an accrued basis. 
Valuation assets cannot be outside the range o f  book and actuar ia l  
values . 



William M. Mercer Meidinger Hansen, Incorporated 

Valuation of Medical Benefits 

Medical benefits for retirees are provided by the payment of premiums 
from the fund. A pre-65 cost and lower post-65 cost (due to Medicare) 
were assumed such that the total rate for all retirees equals the 
present premium rate. These medical premiums are then increased with 
the health inflation assumption. The actuarial cost method used for 
funding retirement benefits is also used to fund health benefits. 

For FY89, the pre-65 monthly premium is $267.43 and the post-65 premium .+ is $76.37, based on a total blended premium of $211.22. 
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TABLE 1 

ALASKA TRS 

TOTAL TURNOVER ASSUMPTIONS 

Select  Rates o f  Turnover 
During t he  F i r s t  10 Years 

o f  E m ~ l  ovment 

Year o f  
Ern0 1 ovmen t Rate - 

Ult imate Rates o f  Turnover 
A f t e r  the  F i r s t  10 Years 

o f  EmD 1 ovmen t 

Aaes Rate - 



TABLE 2 
ALASKA TRS - DISABILITY RATES 

ANNUAL RATES PER 1,000 EMPLOYEES 

Rate 

.42 

.43 

.43 

.44 

.44 
-45 

-46 
.47 
.48 
.49 
.50 

.52 

.53 

.54 
-56 
.58 

.59 

.62 

.64 

.67 

.69 

.72 

.76 

.82 

.89 

.97 

1-06 
1.15 
1.24 
1.34 
1.44 

1.56 
1.72 
1-91 
2.13 
2.40 

2.75 
3.20 
3.66 
4.32 
5.06 

5.85 
6.78 
7.83 
8.94 

27 
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TABLE 3 

ALASKA TRS - RETIREMENT RATES 

Age a t  
Ret i rement 

Retirement 
Rate 

For ages less  than 50, teachers are assumed t o  r e t i r e  two years a f t e r  
the  e a r l i e s t  age they are e l i g i b l e  t o  r e t i r e .  
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Section 2 
VALUATION RESULTS 

This section sets f o r t h  the resu l ts  o f  the actuar ia l  valuation. 

Section 2.l(a) shows the d i s t r i bu t i on  o f  the assets as o f  June 30, 
1988. 

Section 2.l(b) shows the transactions o f  the plan's fund during the 
Fiscal  Year 1988. 

Section 2.1 (c) develops the valuation assets. 

Section 2.2 shows the actuar ial  present values as o f  June 30, 1988. 

Section 2.3 calculates the t o t a l  contr ibut ion ra te  f o r  Fiscal  Year 
1991. 

Section 2.4(a) calculates the actuar ial  gain o r  loss f o r  FY88. 

Section 2.4(b) shows the indiv idual sources o f  gain and loss. 
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Section 2.1 (a) 
STATEMENT OF NET ASSETS AS OF JUNE 30. 1988 ( i n  thousands) 

Cash 

Short-Term Investments 

U.S. Government Bonds 

Corporate Bonds 

Common Stock 

Foreign Stocks 

Real Estate Equi t ies  

Mortgages (net o f  reserves) 

Financi a1 Futures 

Accrued Receivables 
and Expenses 

Total  Assets 

Book Value 

$ 4,641 

20,832 

496,188 

146,907 

347,780 

51,756 

79,261 

98,141 

0 

28.465 

$1,273,971 

Actuar i  a1 Value* 

$ 4,641 

* The ac tua r i a l  value o f  assets i s  t he  f a i r  market value o f  equ i t i es  
and the  book value o f  f i x e d  income investments, as provided i n  the 
audited f i nanc ia l  statements. 
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Section 2.l(b) 
CHANGES IN NET ASSETS DURING FISCAL YEAR 1988 (in thousands) 

Net Assets, June 30, 1987, 
(market value) 

Additions: 

Employee Contributions 

Employer Contributions 

Dividend Income 

Interest Income 

Real ized and Unreal ized 
Gain (Loss) on Investments 

Deductions : 

Medical Benefits 

Ret i rement Benefits 

Refunds of Contributions 

Administrative Expenses 

Net Assets, June 30, 1988, 
(market va1 ue) 

Approximate Investment Return 
Rate During the Year: 

Based on Market Values 

Based on Valuation Assets 
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Section 2.1 (c) 
DEVELOPMENT OF VALUATION ASSETS AS OF JUNE 30. 1988 ( i n  thousands) 

(1) June 30, 1988 

(2) June 30, 1987 

(3) June 30, 1986 

(4) Average Rat io  

(5) Book Value a t  
June 30, 1988 

(6) Valuat ion Assets 
a t  June 30, 1988 
(4) x (5) 
bu t  no t  outs ide 
t he  range o f  book 
and actuar i  a1 values 

Actuar i  a1 Book Rat io  
Values Values 0 

$1,331,905 $1,273,971 1 .0455 

1,267,159 1,146,583 1.1052 

1,077,878 1,005,289 1 .0722 

1.0743 
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Section 2.2 
ACTUARIAL PRESENT VALUES AS OF JUNE 30. 1988 (in thousands1 

Active Members 

Retirement Benefits 

Termination Benefits 

Return of Contributions 

Disabi 1 i ty Benefits 

Death Benefits 

Medical Benefits 

Indebtedness 

Retirement Incentive Program 
Receivables 

Subtotal 

Normal cost 

$ 40,240 

1,242 

1,747 

305 

1,188 

24,176 

0 

0 

$ 68,898 

Inactive Members 

Not Vested 

Vested Terminations - Retirement Benefits 
- Medical Benefits 

Retirees & Beneficiaries - Retirement Benefits 
- Medical Benefits 

Subtotal 

Totals 

Accrued 
Liabilities 

$ 509,183 

10,083 

10,317 

6,619 

14,198 

144,534 

(25,405) 

(9.7601, 

$ 659,769 

$ 9,168 

17,496 

16,844 

551,002 

93.580 

$ 688,090 

$1,347,859 
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Section 2.3 
CALCULATION OF TOTAL CONTRIBUTION RATE ( i n  thousands) 

Normal Cost Rate 

(1) Total  Normal Cost 

(2) Tota l  Salar ies 

(3) Normal Cost Rate, 
(1) 1 (2) 

(4) Average Member Contr ibut ion Rate 

(5) Consol idated Employer Normal 
Cost Rate, (3) - (4) 

Past Service Rate 

(1) Accrued L i  abi 1 i t y  

(2) Valuation Assets 

(3) Total  Unfunded L i a b i l i t y ,  (1) - (2) 

(4) Amort ization Factor (25 year) 

(5) Past Service Cost, (3) / (4) 

(6) Total  Salar ies 

(7) Past Service Rate, (5) / (6) 

Total  E m ~ l  over Contr ibut ion Rate 
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Section 2.4(a) 
DEVELOPMENT OF ACTUARIAL GAIN/ (LOSS) FOR FY88 (in thousands) 

Unfunded Liability, June 30, 1987 

Normal Cost for FY88 

Interest on (1) and (2) at 9% 

Employee Contributions for FY88 

Employer Contributions for FY88 

Interest on (4) and (5) at 9% 
for one-ha1 f year 

Expected Unfunded Li abi 1 i ty , June 30, 1988, 
(1) + (2) + (3) - (4) - (5) - (6) 

Actual Unfunded Liabi 1 i ty, June 30, 1988 

Actuari a1 Gain/ (Loss) for the Year, 
(7) - (8) 
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Section 2.4(b) 
SOURCES OF ACTUARIAL GAIN/(LOSS) FOR FY88 ( i n  thousands1 

Actuar i  a1 Gains 

Salary Increases 

Turnover 

Total  Actuari a1 Gains 

Actuari a1 Losses 

Retirement Incent ive Program 

Investment 

Ret i ree Medical Insurance 

New Entrants 

Mortal  i ty  and Disabi 1 i ty 

M i  scel 1 aneous 

Tota l  Actuari a1 Losses 

Net Actuar i  a1 Gain/ (Loss) f o r  FY88 



VALUATION DATE -------------- 
JUNE 30, 1987 

JUNE 30, 1988 

S T A T E  O F  A L A S K A  - T . R . S .  

DISCLOSURE FOR G.A. S.E. STATEMENT NO. 5 ('000 OMITTED) - 

*** TOTALS FOR ALL EMPLOYERS *** 

CURRENT 
RETIREES 8( 
TERMINATED ---------- 

578,468 

688,090 

*#*************PROJECTED BENEFIT OBLIGATION**************rir NET ASSETS UNFUNDED ASSETS 
********CURRENT EMPLOYEES******* AVAILABLE PENSION !AS PCT 
CONTRIBS **EMPLOYER FINANCED** FOR BENEF I T OF 
WITH INT VESTED NON-VESTED TOTAL BENEFITS OELIGATION PRO ---_----_ ----_--_- ---__---- --------- --------- ---- 

b c n  1 - m 
V) 0 

S Z  
0 0 " 
V ) 3  ' 
C 

E f U :  
7 

I 

0 
;o 

G) 



State of Alaska TRS 
Financial Project ions ('000 omitted) . . 

Investment Return 9. 0O% (nominal) Salary Increases 6.04% (6.5/5.5 assumed) 

Asse 
Valuation --------- 

--Valuation Amounts on July 1-- 
Total Accrued Surplus* 
Assets Liability (Deficit) --------- --------- --------- 

--------. 
Total 

Salaries -------- 
413,556 
438 535 
465 1 022 
493, 110 
522 893 
554,476 
587 967 
623,480 
661 138 
701 071 
743,415 
788,318 
835,932 

------ Flow 
Emp 1 oyer 
Contribs -------- 
59 2 004 
599 519 
57 897 
577 715 
60,979 
64,418 
68,040 
71 3 855 
75 870 
80,095 
84 542 
89,218 
94,136 

Amounts Durin Following 12 Months-------------- 
Employee ?at a1 Benefit Net ~nvestment 
Contribs Contribs Payments Contribs Earnings -------- ------_- -------- -------- ------- 

As of 
June 30 
----dm- 

1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 

* Surpluses reduce employer contributions over 5 * Deficits increase employer contributions over 2!?$zrs 
PERCENTAGE RATIO RELATIONSHIPS OF ABOVE DATA 

----------- As % of Salaries----------- --As X of Assets-- 
Employer Employee Tot a1 Eenef i t Net Investment 
Contribs Contribs Contribs Payments Contribs Earnings 
-_-^^--__ -----__- -------- -------- -------- -------- 

As of 
June 30 ------- 

Funding 
Ratio ------- 



TABLE 2 

State of Alaska TRS 
Financial Project ions ('000 omitted) - --- 

Investment Return 10.00% (nominal) Salary Increases 6.04% (6.5/5.5 assumed) 

--Valuation Amounts on July 1-- -------------- Flow Amounts nur i n  Fol lowing 12 Months-------------- 
As of  Total kc rued  Surplus* Total Employer Employee Qotal Renef i t  Net Investment Asse 

June 30 Assets L i a b i l i t y  (Def ic i t )  Salaries Contribs Contribs Contribs Payments Contribs Earnings Valuation 

As of  
June 30 ------- 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 

Funding 
Ratio ------- 
98.8 
100.6 
102.0 
103.2 
104.1 
104.9 
105.7 
106.4 
107.0 

PERCENTAGE RATIO RELfiTIONSHIPS OF ABOVE DATA 

----------- 4s % of Salaries----------- -As % o f  Assets-- 
Emp loyer Employee Tot a1 Eenef i t Net investment 
Contribs Contribs Contribs Payments Contribs Earnings --_-_--__ _------- -------- -------- -------- --I----- 

* Surpluses reduce employer contributions over 5 pars * Def ic i t s  increase employer contributions over 2 years 



TABLE 3 

As of 
June 30 ------- 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 

State of Alaska TRS I 

Financial Project ions ('000 omitted) 1 

Investment Return 9.00% (nominal Salary Increases 5.04% (5.5/4.5 assumed) 

--Val ua t ion 
Total 

Asset s --------- 
19331,905 
1,475,495 
1,628,251 
1 , 787, 295 
1,953,594 
2, 134,368 
2 330 7 944 
29 5441 767 

Amounts on ~~l~ I-- -------------- Flow Amounts Durin Following 12 Months-------------- - Endin 
Accrued Surplus* Tot a1 Employer Employee ?ot a1 Benefit Net Investment ~55e9 

L i a b i l i t y  (Def ic i t )  Salaries Contribs Contribs Contribs Payments Contribs Earnings Valuation --------- --------- -------- _------- ---..---- -------- -------- -------- ------- 

* Surpluses reduce employer contributions over 5 gears * Def ic i ts  increase employer contributions over 2 years 

PERCENTAGE RATIO RELATIONSHIPS OF ABOVE DATA 

Funding 
Ratio ------- 
98.8 
100.0 
100.8 
101.4 
101.8 
102.2 
102.5 
102.8 
103.0 
103.2 
103.4 
103.6 
103.8 
103.9 
104.1 
104.2 

----------- As % of Salaries----------- --As % of Assets-- 
Employer Employee Tot a1 Benefit Net Investment 
Contribs Contribs Contribs Payments Contribs Earnings 
--I-----_ -----_-- -------- -------- -------- -------- 
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