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Highlights

This report has been prepared by William M. Mercer, Incorporated to:

1.  present the results of a valuation of the Alaska Natjonal Guard and Naval Militia Retirement
System as of June 30, 1998;

2. determine the contribution rate for the Retirement System for Fiscal Year 2001 and Fiscal
Year 2002;

3. provide reporting and disclosure information for financial statements, governmental agencies,
and other interested parties.

The report is divided into three sections. Section 1 contains the results of the valuation. It includes a
development of assets during the 1997 and 1998 fiscal years, the current annual costs and reporting
and disclosure information.

Section 2 contains disclosure information required by GASB No. 25. It contains schedules of
employer contributions and funding progress.

Section 3 describes the basis of the valuation. It summarizes the System provisions, provides
information relating to the System's participants, and describes the fundmg methods and actuarial

assumptions used in determining liabilities and costs.

The principle results are as follows:

Funding Status as of June 30: 1996 1998

a. Valuation Assets $ 9,948,108 | $12,671,276
b. Present Value of Accumulated Benefits 12,511,803 14,252,184
c.  Accumulated Benefit Funding Ratio, (a)/(b) 79.5% 88.9%
Recommended Contribution Amounts: EFY99/00 FY01/02
a.  Normal Cost $ 671,318 $ 596,874
b. Past Service Cost 433,201 282,910
c. Total Annual Cost 1,104,519 879,784




We have prepared an actuarial valuation of the State of Alaska National Guard and Naval Militia
Retirement System as of June 30, 1998. The results of the valuation are set forth in this report,
which reflects the provisions of the Plan as amended and effective through January 1, 1999.

The valuation is based on employee and financial data, which was provided by the System and
which is summarized in this report.

All costs, liabilities and other factors under the Plan were determined in accordance with generally
accepted actuarial principles and procedures, in accordance with the provisions of current federal
statutes and regulatlons issued thereunder, using an actuarial cost method which we believe is
appropriate. In our oplmon the actuarial assumptions are reasonable and represent our best estimate
of the anticipated experience under the Plan. This report fully and fairly discloses the actuarial
position of the Plan on an ongoing basis.

There have been no changes in plan provisions, valuation procedures, actuarial assumptions or
actuarial cost method since the last valuation of the plan as of June 30, 1996.

We are available to answer any questions on the material contained in the report, or to provide
explanations or further details as may be appropriate.
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Analysis of Valuation

The actuarial methods used to value plan liabilities this year are the same as those used in the
June 30, 1996 actuarial report. The Highlights section on page 1 of this Report shows that the
funding ratio has increased from 79.5% at June 30, 1996 to 88.9% at June 30, 1998.

The average annual rate of return on assets during the period was 14.1%, compared to our
assumption of 8.25% resulting in an actuarial gain from investment return. Section 1.1 of the
Report shows that the value of assets rose during the period from $9,948,108 to $12,671,276.
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Section 1

Valuation Results

This section sets forth the results of the actuarial valuation.
Section 1.1 shows the transactions of the System's fund during FY97 and FY98.
Section 1.2 shows the actuarial present values of benefits and the normal cost as of June 30, 1998.

Section 1.3 develops the total contribution.




1.1 Development of Valuation Assets as of June 30

Net Assets Available for Benefits,
July 1

Additions:

Employer Contributions
Investment Income

Deductions:

Retirement Benefits
Administrative Expenses

Net Assets Available for Benefits,
June 30

Estimated Investment Return, Net of
Administrative Expenses

FY98

$11.069,615

$ 1,434,900
1,615.548

$ 3,050,448

$ 1,417,069

31,718

$ 1,448,787

$12,671,276

14.3%

FY97

$9.948.108

$ 1,434,900
1,395,532

$ 2,830,432

$ 1,676,371
32.554

$ 1,708,925

$11,069,615

13.9%
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1.2 Breakdown of Present Value of Benefits as of June 30, 1998

Active Members
Retirement Benefits
Termination Benefits*
Death Benefits
Involuntary Retirement Benefits

Subtotal

Inactive Members
Vested Terminated
Retirees

Subtotal

Total

Normal
_Cost

$ 337,656
172,902
64,506
21,810

$ 596,874

Accrued

Liability

$ 5,546,088
1,894,261
548,398
228,141

$ 8,216,888

§ 2,032,962
4,002,334

$ 6,035,296

$ 14,252,184

*  Members who terminate before assumed retirement age, but after completing 20 years of

service.




1.3 Calculation of Total Contribution Amount - FY01 and FY02

1.  Accrued Liability
2. Assets
3. Total Unfunded Accrued Liability, (1) - (2)
4.  Amortization Factor (7.0 years)

(assuming payments at beginning of the year)
5. Past Service Payment, (3)/(4)

6. Normal Cost

7.  Total Contribution, (5) + (6)

$

$

14,252,184

12,671,276

1,580,908

5.588027

282,910

596,874

879,784
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Section 2

Information Required by GASB No. 25

This section contains supplementary information on retirement benefits that is required to be
disclosed in financial statements to comply with Statements No. 25 of the Governmental
Accounting Standards Board (GASB No. 25)

Section 2.1 shows the Schedule of Employer Contribution.

Section 2.2 shows the Schedule of Funding Progress.
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Section 3
Basis of Valuation

In this section, the basis of the valuation is presented and described. This information -- the
provisions of the System 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 the System's provisions is provided in Section 3.1 and participant census information
is shown in Sections 3.2 and 3.3.

The valuation is based upon the premise that the System 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 System in a reasonable and acceptable manner, are
described in Section 3.4.

11
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3.1 Summary of System Provisions

1

@

3)

)

Effective Date
January 1, 1973.
Members Included

Members of the Alaska National Guard who were active on or after January 1, 1973, and
members of the Alaska Naval Militia who were active on or after July 1, 1980.

Retirement

(a Eligibility:
Members are eligible for voluntary retirement after completing 20 years of
satisfactory service in the Alaska National Guard, Alaska Naval Militia or U.S.
Armed Forces, and the reserve of them or any combination of that service if they
have at least five years of Alaska National Guard or Naval Militia service. Credit is

also allowed for Territorial Guard service rendered to the former territory of Alaska.

Members are eligible for involuntary retirement at any time assuming there has been
no misconduct.

(b) Benefit:
Eligible members may elect to receive:

(i) monthly benefits of $100 which are payable for a period equal to the number
of months that they were active members;

(i) alump sum benefit equal to the actuarial equivalent of (i); or

(iii) nionthly payments until age 72 equal to the actuarial equivalent qf @).
Vesting |
Members are 100% vested after 20 years of total service in the Alaska National Guard,

Alaska Naval Militia, U.S. Armed Forces or Reserves, or any combination of that service if
members have at least five years of Alaska National Guard or Naval Militia service.

12
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Death Benefits

Y

(b)

Active Members:

If the member has at least five years of active service in the Alaska National Guard
or Naval Militia, the designated beneficiary will receive a lump sum benefit equal to
the benefit in 3(b) above.

Retired or Terminated Vested Members:

The designated beneficiary will receive a lump benefit equal to the remaining
benefits payable in 3(b) above.

13




3.2 Participant Census Information

Active Air Guard Members

1.

2.
3.
4.

Number
Average Age
Average Alaska Guard Service

Average Total Military Service

Active Army Guard Members

1.

2
3.
4

Number
Average Age
Average Alaska Guard Service

Average Total Military Service

Active Naval Militia Members

1.

2.
3.
4.

Number
Average Age
Average Alaska Militia Service

Average Total Military Service

Vested Terminated

1. Number

2. Average Age

3.  Average Alaska Militia Service
4.  Average Total Military Service
Retirees

1.  Number

2. Average Age

3. Average Years Remaining

June 30:

—
\O
[o2]

1,745
35.57

6.85
13.42

1,583

34.45
8.08
12.38

76
35.35
5.64
10.73

310
49.57
18.27
27.03

511
60.34
10.42

1,920
35.27

6.79
13.25

1,912
34.37
7.06
9.90

117
36.99
4.06
11.26

N/A
N/A

- N/A

N/A

524
59.37
11.07

14
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3.4 Actuarial Method and Assumptions

A. Actuarial Method - Projected Unit Credit. Liabilities and contributions shown in the report
are computed using the Projected Unit Credit method of funding.

The objective under this method is to fund each participant's benefits under the plan as they
accrue. Thus, each participant's total pension 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 there is an Unfunded Liability to be funded over a chosen
period in accordance with an amortization schedule.

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

The Unfunded Liability at the valuation date is the excess of the Accrued Liability over the
Assets of the System. The Unfunded Liability is amortized over 20 years less the average total
military service of active members, and is referred to as 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 8.25% per year, compounded annually, net of
investment expenses.

2.  Mortality 1984 Unisex Pension Mortality Table.

19




3.4 Actuarial Method and Assumptions (continued)

3. Tumover

4. Disability

5. Retirement Age

6. Assets

\iseanvisO1\dataretire\ak

\#correspival

\wal98ngnm.doc

P

Turnover is assumed at 25% in the first year, and at
8% in the second; both rates are independent of age.
Turnover after the second year is assumed to follow
the T-3 Table published in the Pension Actuary's
Handbook. Sample rates are:

Age Rate

30 .04930
40 .04041
50 02172

Disability rates under Group Long Term Disability
policies, as given in the 1978 Society of Actuaries
Study.

Active members are assumed to retire after 20 years
of total military service, except:

a. ifthey complete 20 years of total military service

before age 55, it is assumed that they will work
one-half of the remaining years to age 55;

b. if they complete 20 years of total military service
after age 60, it is assumed they will retire at age

60.

Vested Terminated members are assumed to retire at

current age or age 50, whichever is later.

Market value.
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