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HIGHLIGHTS

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

(1) present the results of a valuation of the Alaska Public
Employees' 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
political subdivision 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:

1987 1988
Funding Status as of June 30:
(a) Valuation Assets* $1,898,253 $2,088,428
(b) Accrued Liability* 1,905,005 2,246,583
(c) Funding Ratio,
(a) / (b) 99.6% 93.0%
Contributions for Fiscal Year: 1990 1991
(a) Consolidated Rate 9.23% 10.37%
(b) Average Past Service Rate 07% 1.63%
(c) Average Total Contribution Rate 9.30% 12.00%

* In thousands.



william M. Mercer Meidinger Hansen, Incorporated

In preparing this valuation, we have employed generally accepted
actuarial methods and assumptions, in conjunction with employee data
provided to us by the plan sponsor and financial information provided
by Peat, Marwick, Main & 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 all applicable
regulations.

Respectfully submitted,

PRl BTl o i T

Robert F. Richardson, ASA Brian R. McGee, FSA
Principal Principal
RFR/BRM/js

March 30, 1989
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ANALYSIS OF THE VALUATION

The results of this year's actuarial valuation for the PERS show a
decrease in the funding ratio, and a very large increase in the average
employer contribution rate. These changes can be explained by the four
major deviations of actual experience in FY88 from our actuarial
assumptions. Overall, there was an actuarial loss during the year of
$178,121,000, or 7.9% of the accrued liability.

Retiree Medical Insurance

Last year there was an actuarial loss of $118,947,000 due to the large
increase in retiree medical premiums. More importantly, from a cost
point of view, this increase resulted in a 5.66% increase in the
employer contribution rate.

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

For many years, we have commented on the substantial increases in
retiree medical insurance premiums. The following table summarizes
the monthly premium, per benefit recipient, since retiree medical
became a benefit of the PERS.

Monthly Premium Annual Average Annual
Fiscal Per Retiree Percentage Increase
Year For Health Coverage Increase Since 1978
1977 $ 34.75 -- --
1978 57.64 66% --
1979 69.10 20% 20%
1980 64.70 - 6% 6%
1981 96.34 49% 19%
1982 96.34 0% 14%
1983 115.61 20% 15%
1984 156.07 35% 18%
1985 191.85 24% 19%
1986 168.25 -12% 14%
1987 165.00 - 2% 12%
1988 140.25 -15% 9%
1989 211.22 51% 13%
1990 252.83 20% 13%

In FY86, the upward spiral of retiree health insurance premiums
reversed. At the time it was felt that some of this decrease was due
to the cost containment measures which were established and some was
due to a correction from the prior year's increase. This downward
trend continued in 1987 and 1988. Unfortunately, medical premiums for
retirees have once again reversed with an 80% increase in the last two
years.



william M. Mercer Meidinger Hansen, Incorporated

Certainly some of this increase is due to the influx of retirees from
the Retirement Incentive Program. While the initial cost of medical
care for employees retiring under the RIP is being paid by employers,
the 80% increase in premiums was not anticipated in the cost figures.
The difference between current medical premiums and those used in the
RIP cost figures increased the System's liabilities by $30,740,000.

Also, many of the new retirees are under age 65 with 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,
relieving some of the upward pressure on retiree medical premiums.

The chart on page 5 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 PERS portfolio by the end of the fiscal year.
Based upon the fund's market value, the investment return during the
year was only 2.04%. Valuation assets are based upon a three-year
smoothing of actuarial values. Nevertheless, investment return based
upon valuation assets was only 6.12% during the year. The net result
was an actuarial loss from investment sources of $55,684,000.

Retirement Incentive Program

Primarily due to the Retirement Incentive Program, the number of
retirees in the Public Employees' Retirement System increased more than
44% during the last two years. Almost 7% of all active employees took
advantage of the RIP and retired earlier with larger benefits.

The cost of the RIP is being paid by employers based on the actuarial
value of the extra benefits, calculated individually for each employee
who elected to retire under the Program. This cost is being paid over
a three-year period. Based on historical averages, it was assumed in
the RIP cost calculations that 69% of all retirees would reside in
Alaska and receive the 10% C.0.L.A. In the first few years of
retirement, a much higher percentage of retirees reside in Alaska.
This means high liabilities for recent retirees, which decrease over
time as retirees leave the State. This phenomenon resulted in
additional 1liabilities this year associated with the RIP of
approximately $3.3 million. This liability is expected to decrease as
these RIP retirees leave the state. If the original assumptions are
met, the total cost to the System is projected to equal the actuarial
value paid by employers for the RIP.
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Salary Increases

Somewhat offsetting the above-mentioned actuarial losses was an
actuarial gain from salary increases which were less than anticipated.
The actuarial gain from these less-than-anticipated salary increases
was $18,488,000.

Additional Exhibits

In this year's actuarial valuation report we have included several new
graphs and exhibits. These exhibits will be regular features of our
reports in the coming years.

Summary

With a net actuarial loss of over $178,000,000 and a substantial
increase in retiree medical insurance premiums, FY88 was not a good
year financially for the PERS. The funding ratio decreased and most
employer contribution rates showed a large increase. Nevertheless, the
Plan is very well funded by all standards, as indicated by the 93.0%
funding ratio.
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Section 1
BASIS OF VALUATION

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 Sections 1.2 to 1.5.

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
1.6.
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Section 1.1
SUMMARY OF PLAN PROVISIONS

(1)

(2)

(3)

(4)

(5)

Effective Date

January 1, 1961, with amendments through June 30, 1988. The
Hammond vs. Hoffbeck Supreme Court decision, rendered in 1981, may
have an effect on certain benefits for police/fire members hired
before July 1, 1976. HB 252 may have a significant effect on
certain benefits for members first hired prior to July 1, 1986.

Administration of Plan

The Commissioner of Administration 1is responsible for
administration of the System, the Public Employees' Retirement
Board adopts rules and regulations to carry out provisions of the
Act, and the Commissioner of Revenue invests the Fund. The
Attorney General is the attorney for the System and represents it
in legal proceedings.

Employers Included

State of Alaska, and any political subdivision, and/or public
organization who so elects to join the system.

Employees Included

A1l permanent full-time or part-time employees of the State and
participating political subdivisions, exclusive of those covered
by the Alaska Teachers' Retirement System, the Alaska Judicial
Retirement System, or any employee on whose behalf the State is
making contributions to another retirement system. Elected
officials may elect to participate at their option if they do not
participate in the Elected Public Officers Retirement System.

Service Considered

Future:

The later of hire, January 1, 1961, or date of employer's
participation in the System, to date of termination, death,
or retirement.

Up to five years of military service may be recognized if
claimed, verified, and appropriate employee contribution
paid.

Permanent part-time employees receive service credit on a
pro-rata basis.
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Past:

Service credit for employment with the State and Territory
prior to January 1, 1961, if the employee completes three
years of State employment after January 1, 1961, and is
employed before January 1, 1980.

Service credit for employment as an elected official prior
to January 1, 1981, if the elected official makes the
required contributions.

Service credit for employment with the Alaska Bureau of
Indian Affairs if the employee is not eligible for a benefit
from the Civil Service Retirement System, makes the required
contributions, and meets eligibility requirements under the
law.

Service credit for temporary employment if the employee is
vested. The cost for claiming temporary service is the full
actuarial amount.

(6) Average Monthly Compensation

(7)

Total
credi

compensation during three consecutive payroll years of
ted service which yield the highest average monthly

compensation (total compensation during period divided by number
of months included; a member must have a minimum of 115 days of

credi

ted service in the last of the three payroll years).

Employer Contributions

Separate contribution rate for each employer equal to the sum of:

(a)

(b)

Consolidated Rate

A uniform rate for all participating employers sufficient to
amortize all future service liabilities (less value of
employee contributions) over the future working lifetimes of
the covered group.

Past Service Rate

A rate determined separately for each employer sufficient to
amortize such employer's unfunded past service 1iability with
level payments over 25 years. Any funding surplus is
amortized over five years.
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(8)

(9)

Employee Contributions

Mandatory Employee Contributions: Police & Fire - 7.50%

Note:

Other - 6.75%

Prior to January 1, 1987, rates were 5.00% and 4.25%.

Interest Credited: 4.5% compounded semiannually on June 30 and

December 31.

Refund at Termination (no vesting): Return of voluntary and

mandatory contributions with
interest and any indebtedness
principal and  interest
payments.

Refund at Death: If no survivor's pension payable, return of

voluntary and mandatory contributions with
interest.

Normal Retirement Benefit

Eligibility:

Type:

The first of the month following the earlier of: age 60
(age 55 for members who participated before July 1, 1986)
with five or more years of fully-paid credited service; or
20 years of fully-paid credited service - Police & Fire, or
30 years of fully-paid credited service - Other.

Life only, level income, or optional joint and survivor
benefit (actuarially reduced).

Amount:

Others

2% of Average Monthly Compensation for the first ten years
of service, 2.25% for the next ten years, and 2.5% for all
remaining years. Service before July 1, 1986 is credited
at 2%.

Police & Fire

2% of Average Monthly Compensation for the first ten years
of service plus 2.5% for years of service in excess of ten.

Minimum Benefit - $25.00 per month for each year of credited
service.



william M. Mercer Meidinger Hansen, Incorporated

(10)

(11)

(12)

Early Retirement Benefit
Eligibility:
Age 55 (age 50 for members who participated before July 1,

1986) and five or more years of fully-paid credited service
- all employees.

Type:

Life only, level income, or optional joint and survivor
benefit z;ctuarially reduced) .

Amount:

Actuarial equivalent of Normal Retirement Benefit based on
service and compensation to Early Retirement Date.

Deferred Vested Benefit

Eligibility:

Five or more years of credited service, withdrawal of
employee contributions voids vested rights.

Type:

Life only, level income, or joint and survivor benefit
(actuarially reduced).

Amount:
Monthly benefit begins on employee's Normal Retirement Date.
Amount determined the same as Normal Retirement Benefit

taking into account compensation and service prior to
termination.

Disability Benefit
Occupational Disability:
Eligibility:
No age or service requirements.
Type:

Monthly benefit payable until death, recovery, or
normal retirement.

10
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Amount:

40% of gross monthly compensation (66-2/3% for
police/fire members who participated before July 1,
1976, offset by any workers compensation) at date of
disability. The benefit terminates upon attaining
Normal Retirement eligibility, with Normal Retirement
Benefits commencing at that time. The period of time
on occupational disability is time credited toward
Normal Retirement Benefits.

Non-Occupational Disability:
Eligibility:
Five or more years of credited service.
Type:

Monthly benefit payable until death, recovery, or
normal retirement.

Amount:

Same formula used for Normal Retirement Benefits. The
benefit terminates upon attaining Normal Retirement
eligibility, with Normal Retirement Benefits commencing
at that time. The period of time on non-occupational
disability is not credited toward Normal Retirement
Benefits.

(13) Death Benefit Before Retirement

Occupational:
No age or service requirements.
Benefit:

40% (66-2/3% for police/fire members who participated before
July 1, 1976) of gross monthly compensation at date of death
or disability, if earlier. At the member's Normal
Retirement Date, the benefit converts to a Normal Retirement
benefit based on pay at date of disability or death and
credited service, including period from date of disability
or death to Normal Retirement Date.

11
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(14)

(15)

(16)

(17)

Non-Occupational:

With less than one year of credited service, the death
benefit is the participant's contributions with interest.
With more than one but less than five years of credited
service, the death benefit is a lump-sum of $1,000 plus $100
for each completed year of credited service and the
participant's contributions with interest. Alternatively,
a retirement benefit to the spouse is available at death of
the member after five years of credited service, based on
a 50% Joint and Survivor equivalent of the accrued Normal
Retirement Benefit.

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. However, if the employee elected one
of the joint and survivor options (50%, 66-2/3% or 75%) at
retirement, an eligible spouse would receive a continuing monthly
benefit for the rest of his or her life.

Post-Retirement Pension Adjustment

Post-Retirement pension Adjustment will be made each year based
upon the increase in CPI for the prior year. The increase in
the total current benefit, excluding the Cost-of-Living Allowance
(COLA), will be:

(1) 75% of the CPI increase (not to exceed 9%) for recipients
who are at least age 65 or on PERS disability; or

(2) 50% of the CPI increase (not to exceed 6%) for recipients
who are at least age 60 but under 65, and for recipients
who have been receiving benefits for at least five years
but are under age 60.

(The;e are ad hoc PRPA's up to 4% for those hired before July 1,
1986) .

Cost-of-Living Allowance

Starting at age 65, a retired employee who remains in Alaska is
eligible for an additional allowance, equal to 10% of the base
retirement benefit, or $50 per month, whichever is greater (COLA
for those hired before July 1, 1986, regardless of age).

Optional Employee Savings Account
An employee can voluntarily contribute up to 5% of his

compensation. This amount is recorded in a separate account and
is payable:

12
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(a)

(b)

(c)

In the event of termination before retirement for any reason
other than death, as a lump sum to the employee,

In the event of termination on account of death, as a Tump
sum to the employee's beneficiary,

On retirement, as a Tump sum, life annuity on cash refund
basis or installments over limited period.

13
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Section 1.2
PARTICIPANT CENSUS INFORMATION - TOTAL PERS AS OF JUNE 30

1984 1985 1986 1987 = 1988
Active Members
(1) Number 25,803 27,183 27,643 26,762 26,676
(2) Average Age 38.39 38.65 39.21 39.53 39.67
(3) Average Credited
Service 5.31 5.51 5.96 6.32 6.45
(4) Average Annual
Salary $30,317  $30,555 $32,200 $33,305 $34,052
Retirees and Beneficiaries
(1) Number 3,859 4,317 4,657 5,651 6,702
(2) Average Age 63.80 63.82 64.05 60.39 62.82
(3) Average Monthly Benefit
Base $ 625 §$ 656 $ 674 $ 753 § 791
C.0.L.A. 51 54 55 62 64
P.R.P.A. 74 126 110 110 90
TOTAL 750 836 839 925 945
Vested Terminations
(1) Number 1,333 1,525 1,766 1,921 1,898
(2) Average Age 45.74 45.85 45.50 45.33 42.77
(3) Average Monthly
Benefit $ 368 §$ 397 $ 419 §$ 425 §$ 504

Non-Vested Terminations With Account Balances

(1) Number 7,849 7,945 8,155 3,965 3,101

(2) Average Account
Balance $ 426 $ 47N $ 544 $1,114 $ 2,100

14
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Section 1.3

ADDITIONAL INFORMATION -

Active Police & Fire

(1)
(2)
(3)

(4)

(5)
(6)

Number

Service

Salary

Active "Other" Members

(1)
(2)
(3)

(4)

(5)
(6)

Number

Service

Salary

ACTIVE MEMBERS BY TYPE OF STATUS AS OF JUNE 30
1984 1985 1986
2,366 2,407 2,371
Average Age 36.24 36.78 37.54
Average Credited
6.79 7.19 7.88
Average Annual
$37,666 $38,380 $42,825
Number Vested 1,206 1,260 1,359
Percent Who
Are Vested 51.0% 52.3% 57.3%
23,437 24,776 25,272
Average Age 38.61 38.83 39.37
Average Credited
5.16 5.35 5.78
Average Annual
$29,575 $29,795 $31,203
Number Vested 9,770 10,822 10,964
Percent Who
Are Vested 41.7% 43.7% 43.4%

15

2,319
37.86

8.05

$43,484
1,433

61.8%

24,443
39.69

6.16

$32,339
11,664

47.7%

2,327
38.35

43,947
1,505

64.7%

24,349
39.80

6.29

$33,106
12,191

50.1%
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Section 1.4(a)
STATISTICS ON NEW RETIREES
POLICE AND FIRE MEMBERS AS OF JUNE 30

Service
Number

Average Age
at Retirement

Average Monthly
Benefit

Disability

Number

Average Age
at Retirement

Average Monthly
Benefit

Widow/Survivor

Number

Average Age
at Retirement

Average Monthly
Benefit

Total

Number

Average Age
at Retirement

Average Monthly
Benefit

1984

12

53.06

$1,966

46.75

$1,047

36.28

$1,709

16

50.83

$1,777

18

25

51.48

$2,245

N/A

N/A

42.25

$1,561

28

50.49

$2,172

25

52.11

$2,440

41.09

$1,817

30.06

$ 340

32

48.95

$2,258

g1
47.93

$2,423

42.01

$1,543

49.17

$ 231

96
47.70

$2,364

64

49.39

$2,467

40.30

$1,147

50.91

$ 181

72

48.53

$2,307



William M. Mercer Meidinger Hansen, Incorporated

Section 1.4(b)
STATISTICS ON NEW RETIREES

"QTHER" MEMBERS AS OF JUNE 30

Service
Number

Average Age
at Retirement

Average Monthly
Benefit

Disability

Number

Average Age
at Retirement

Average Monthly
Benefit

Widow/Survivor

Number

Average Age
at Retirement

Average Monthly
Benefit

Total

Number

Average Age
at Retirement

Average Monthly
Benefit

345

59.29

$ 909

50.08

$ 852

14

51.46

$ 433

365

58.84

$ 890

19

455

58.81

$ 928

10

46.00

$1,046

19

50.42

$ 480

484

58.21

$ 913

392

58.31

$ 877

10

46.66

$ 941

14

52.88

$ 481

416

57.85

$ 865

924

57.08

$1,094

14

45.66

$ 945

11

48.89

$ 545

949

56.82

$1,085

972

56.53

$ 982

22

46.53

$1,073

20

46.02

515

1,014

56.11

$ 975



william M. Mercer Meidinger Hansen, Incorporated

Section 1.4(c)

STATISTICS ON ALL RETIREES AS OF JUNE 30, 1988

Normal Retirement

Number, June 30, 1987

Net Change During FY88
Number, June 30, 1988
Average Age At Retirement
Average Age Now

Average Monthly Benefit

Surviving Spouse's Benefits

Number, June 30, 1987

Net Change During FY88
Number, June 30, 1988
Average Age At Retirement
Average Age Now

Average Monthly Benefit

Survivor's Benefits

Number, June 30, 1987

Net Change During FY88
Number, June 30, 1988
Average Age At Retirement
Average Age Now

Average Monthly Benefit

Disabilities

Number, June 30, 1987

Net Change During FY88
Number, June 30, 1988
Average Age At Retirement
Average Age Now

Average Monthly Benefit

Total Number of Retirees

20

Police & Fire

264

64

328

50.17
54.87
$2,174.25

11

47.05
54.50
$ 801.25

14

0

14

27.93
38.62
$1,596.00

26

8

34

39.52
44.78
$1,734.25

387

“"Other"

4,952

892

5,844
58.14
63.90

$ 893.92

280

342
52.33
60.33
$ 498.58

21

42.30
56.39
$ 839.33

83

25

108

43.30
47.23
$1,034.25

6,315
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William M. Mercer Meidinger Hansen, Incorporated

Section 1.5(a)

DISTRIBUTIONS OF ACTIVE POLICE AND FIRE PARTICIPANTS

STATE OF ALASKA - PERS - POLICE/FIRE ACTIVE MEMBERS VALUATION DATE 6/30/1988
————-=- ANNUAL EARNINGS BY AGE~--—-- —--~ ANNUAL EARNINGS BY SERVICE-—--
e ... NUMBER  TOTAL . AVERAGE .. NUMBER = _ . TOTAL _ AVERAGE
AGE OF ANNUAL ANNUAL SERVICE DF ANNUAL ANNUAL
GROUF  PEOPLE EARNINGS EARNINGS GROUP  PEDPLE EARNINGS EARNINGS
. 0-19 0 0. . 0. 0 161 5895166. 366164,
20-24 42 1459024. 34739, 1 123 4087547. 33232,
25-29 231 8590234, 37187. 2 157 5460019 34777.
30-34 923 214746038, 41063. 3 204 7486351, 36698.
S5-39 . 597 27037814. 45289. . .. . 4 177 . 64678978. . 37734. . .
40-44 523  24734488. 47117. 0~ 4 822  29608032. 36020,
45-49 285  13509153. 47401, 5- 9 710 30464396, 42908,
50-54 87 3868860, 44470. 10-14 477  28475356. 91311,
95-59 26 1120432, 43094. 15-19 249 13794631.  55400.
60-64 11 467407, 42492, 20-24 &b 3752149, 36851,
65-69 0 0. 0. 25-29 3 170845. 96948,
70-74 0 0. 0. 30-34 0 0. 0.
75-79 0 0. 0. 35-39 0 0. 0.
80+ 0 0. 0. 40+ Y 0. 0.
TOTAL 2327  102265456. 43947, TOTAL 2327 102265440, 43947.

.. SERVICE GROUPS BY AGE GROUFS

S ER VI CE E R OUP

AGE 0- 4 5~ 9 10-14 15-19 20-24 25-29 30-34 35-39 40+ TOTAL

L 0-19 0 0 0 0 0 0 0. 0 0 .0
20-24 40 2 0 0 0 0 0 0 0 42
25-29 168 &0 K| 0 0 0 0 0 0 231
30-34 211 229 78 S 0 0 0 0 0 23
35-39 158 210 177 o1 1 0 0 0 0 397
40~-44 133 {16 121 125 30 0 0 Q 0 925
45-49 80 o8 72 44 27 2 0 0 0 285
S0-54 25 24 17 16 S 0 0 0 0 87
. 95-59 4 B - ] 2 1. 0 Q 0 26
60~64 3 3 3 1 1 0 0 0 0 11
65-69 0 0 0 0 0 0 0 0 0 0
70~74 0 0 0 0 0 0 0 0 0 0
75-75. 0 0 0 0 0 0. 0 0 o 0
B8O+ 0 0 0 0 0 0 0 0 0 0
TOTAL 822 710 477 249 66 3 0 0 0 2327
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William M. Mercer Meidinger Hansen, Incorporated

Section 1.5(b)

~ DISTRIBUTION OF ACTIVE "OTHER" PARTICIPANTS

STATE OF ALASKA - PERS - "OTHER" ACTIVE MEMBERS
————=— ANNUAL EARNINGS BY AGE-—---—-
L TOTAL

AGE

GROUP

..0-19

- 20-24

AGE

0-19
20-24
25-29
30-34

-35-39
40-44
45~49
50-54
35-59
60~64
&5-69
70-74
75-79
80+
TOTAL

25-29
30-34

3539

40-44
45-49
50-54

55-29

60-64
65-469
70-74

-I9-79

80+
TOTAL

1109

NUMBER AVERAGE
oF ANNUAL ANNUAL
PEOPLE EARNINGS EARNINGS
81 2306233, 28472, .
856 21960034, 25654.
2600 713450564, 27440,
4495 139982272. 31142,
5301 .1B1001376.
4282 150626752, 35177,
3130 112936348, 36082,
1907 683807352, 35858,
1048 35990332. 34342,
504 16876766, 33486.
114 3690662, 32374,
19 657183. 34589.
11 339100, 30827.
1 3730, 57350.
24345 B060984B8. 33106,
§ ER V I
5- 9 10-14 15-19
0 0 )
28 Y 0
992 22 0
1497 393 8
1792 - 903 206 ..
1310 738 345
941 594 301
535 408 169
285 197 106
136 89 35
26 15 10
8 2 2
0 3 0
0 0
7151 3364 1182

38145, .

- 35-39 .

GROUP

3

4

0- 4
3- 9
10-14
15-19
20-24
25-29
30-34

40+
TOTAL

oF
PEOPLE

3176
1977
2298
2358
_.2348
12157
7151
3364
1182
368
115

8

-3

1
24349

SERVICE GROUPS BY AGE GROUPS

C E

20~-24

24

G R

25-29

—~n
oo

NO RN BLISOWOOO

-
—

g uwvr

30-34

DOCOORNNCOCOOQD

VALUATION DATE 6/30/1988
———— ANNUAL EARNINGS BY SERVICE--—-
, NUMBER T

SERVICE

61430,

OTAL _ AVERAGE
~ ANNUAL ANNUAL
EARNINGS EARNINGS
B54603408. . 26933,
51760272, 26181,
64850948, 28238,
71139304, 30169,
75608000, 32201.
349004940, 28708.
245300512, 34303.
1344294616, 39961,
.52531948. 44443,
18188724. 494264,
6046068, 525735.
392128. 49016,
184291, .

23813. 238135,
8046102144, 32106,
35-39 40+
0. 0
0 0
0 0
0 0
-0 0.
0 0
0 1
0 0
1 0
0 0
2 0
0 0
0 0
0 0
3 1



William M. Mercer Meidinger Hansen, Incorporated

Section 1.5(c)
DISTRIBUTIONS OF ANNUAL BENEFITS OF
POLICE AND FIRE BENEFIT RECIPIENTS

STATE OF ALASKA - PERS - POLICE/FIRE RETIREES
——-——- ANNUAL BENEFIT BY ABE-————-

RS NUMBER TOTAL _AVERAGE . . . NUMBER  __ TOTAL __AVERAGE
ABE oF ANNUAL ANNUAL SERVICE OF ANNUAL ANNUAL
GROUP  PEOFLE BENEFIT  BENEFIT GROUP  PEOPLE BENEFIT  BENEFIT
e 0=19 .| 7281, ~7281. 0 -1 . ..4758. .. 47%38.

20-24 1 7281. 7281. 1 3 8ge785. 29662,

25-29 0 0. 0. 2 2 47000, 23500.

30-34 3 46716, 15572. 3 1 12983. 12983.

e 3939 7 . 150329, . _21476. . 4 . 1 19776.. .. 19770. .

40-44 S2 1396901, 2468463. 0- 4 8 173497. 216B7.

45-49 74 2327003, 31444, 5- 9 20 313997. 15700,

50-54 92 2392154, 26002, 10-14 29 419135. 144354,

- .35-99 &7 1653936, 24686, . ~15-19 . 50 1034522.  20730.

60-64 53 1108660, 20718. 20-24 111 2865132, 25812,

65-69 24 371735, 15489. 25-29 107 3131386, 29263.

70-74 g 143478. 15942, 30-34 45 1272801. 28264.

7379 3 26323. ... B774. . 35-39 . 13 358975. . 27613.

80+ 1 7412. 7412. 40+ 4 67744, 16936.

TOTAL 87 9639209, 24908. TOTAL 387 2639209, 24908.
..SERVICE GROUPS BY AGE GROUPS . .

S ER VI CE G R OUP

AGE o- 4 3- 9 10-14 15-19 20-24 25-29 J0-34 35-39 40+ TOTAL
e 0-19 0 0 1 .0 0 B o 0 0 1
20-24 0 0 1 0 0 0 0 0 0 1
25-29 0 0 0 0 0 0 0 0 0 0
30-34 1 2 0 0 0 0 0 0 0 3
35-39 1 2 3 0 . 0 0 0 0 7
40-44 4 S 7 10 26 0 0 0 0 e
45-49 1 3 2 10 29 28 1 0 Q 74
S50-54 1 2 9 17 20 32 11 0 0 92
55~59 0 3 3 7 _17 .18 18 i 0 Y4
60-64 0 3 1 3 13 16 9 b 0 53
45-469 0 0 2 0 3 9 4 S i 24
70-74 0 0 0 1 0 4 1 0 3 9
75-79 0 0 0 0 2 0 0 i Q 3
80+ 0 0 0 0 0 0 1 0 0 1
TOTAL 8 20 29 50 111 107 45 13 4 387

25
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William M. Mercer Meidinger Hansen, Incorporated

Section 1.5(d)
DISTRIBUTIONS OF ANNUAL BENEFITS OF
“"OTHER" BENEFIT RECIPIENTS

STATE OF ALASKA - PERS - "OTHER" RETIREES

AGE

0-19
20-24
25-29
30-34

- 35-39
40-44
45-49
50-54
55-39
60-64
65-69
70-74

. 75~79
80+
TOTAL

GROUP

0-19
20-24
25-29
30-34
35-39
40-44
45-49
S0-54
95-59
60-64
65-49
70-74
75-79
80+
TOTAL

—--=—-- ANNUAL BENEFIT BY AGE-————-
. TOTAL
AGE

———= ANNUAL BENEFIT BY SERVICE———-
TOTAL

NUMBER AVERAGE NUMBER AVERARE
OF ANNUAL ANNUAL SERVICE OF ~ ANNUAL ANNUAL
PEOPLE BENEFIT  BENEFIT GROUP  PEOPLE BENEFIT  BENEFIT
1 10382. 10382, 0 37 J313464. 8955.
0 0. 1 32 283598. 8862.
3 41893 7298. 2 27 240336, 8901,
ki 110145, 12238, 3 34 277398. 7706.
27 . 211262, 7825, 4 gz 392542, . 4787,
41 532208. 12981. o- 4 214 1525220. 7127.
193 1871365, 9696. 5~ 9 818 4700027, 3746.
724 8361022, 11548. 10-14 1208 84624812, 7140,
1299 16195875, 12448. 15-19 1425 129464352, . 9098.
1412  15931251. 11283. 20~24 1210 13724479, 11343,
1243 11657991. 9379, 25-29 814 12418220, 15256.
749 6961759, 0353, 30-34 368 6956288, 18903.
392 3008230. 7674, 35-39 174 3526834, . 20269.
202 1413996, 7000, 40+ 84 1847134, 21990,
6315 6462B7384. 10497. TOTAL 6315  66287364. 10497.
SERVICE GROUPS BY AGE GROUPS -
S ER VI CE G R OUPF
-9 10-14 15-19 20-24 25-29 30-34 35-39 40+
0 0 i 0 0 0 0 0
0 0 0 0 0 0 0 0
2 0 0 0 0 0 0 0
S 1 0 0 0 0 0 0
11 5 1 0 0. 0 0 .0
9 10 8 4 1 0 0 0
o2 56 34 20 16 0 0 0
195 193 155 83 78 25 1 0
199 2935 318 234 128 &4 14 0
196 289 351 267 168 a8 26 12
140 230 289 265 149 78 45 146
36 89 168 187 131 84 39 22
11 27 72 112 a7 33 26 19
13 28 38 36 26 23 15
818 1208 1425 1210 814 368 174 84

26
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william M. Mercer Meidinger Hansen, Incorporated

Section 1.6
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
1iability 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 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 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.

Actuarial Assumptions -

1. Interest 9% per year, compounded annually, net
of expenses.

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

3. Health Cost Inflation 9% per year.

4, Mortality 1984 Unisex Pension Mortality Table
set back 1-1/2 years.
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William M. Mercer Meidinger Hansen, Incorporated

5. Turnover Based upon the 1981-85 actual total
turnover experience. (See Tablel).

6. Disability Incidence rates in accordance with
Table 2. Post-disability mortality
in accordance with rates published
by the Pension Benefit Guaranty
Corporation to reflect mortality of
those receiving disability benefits
under Social Security. Disabilities
are assumed to be occupational 85%
of the time for Police/Fire, 35% for
"Others".

7. Retirement Age Retirement rates based on actual
experience in accordance with Table
3.

8. Spouse's Age Wives are assumed to be four years
younger than husbands.

9. Contribution Refunds 100% of those terminating after age
35 with five or more years of service
will leave their contributions in the
fund and thereby retain their
deferred vested benefit. A1l others
who terminate are assumed to have
their contributions refunded.

10. C.0.L.A. 69% of those receiving retirement
benefits at an age which is eligible
for C.0.L.A., will receive C.0.L.A.

11. Expenses Expenses are covered in the interest
assumption.

Valuation of Assets

Based upon the three-year average ratio between market and book values
of the System's assets, except that fixed income investments are
carried at book value. Assets are accounted for on an accrued basis.
Va}uation assets cannot be outside the range of book and actuarial
values.

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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william M. Mercer Meidinger Hansen, Incorporated

TABLE 1
ALASKA PERS
TOTAL TURNOVER ASSUMPTIONS

Select Rates of Turnover Ultimate Rates of Turnover
During the First 10 Years After the First 10 Years
of Employment of Employment

Police and Fire:

Year of = --=-- Age at Hire ----
Employment 20-29 30-39 40+ Age Rate
1 .39 .28 .22 20-29 .03
2 .18 .19 .16 30-45 .02
3 .12 .14 .13 46+ 01
4 11 .13 .12
5 .07 .09 .11
6 .06 .09 .08
7 .05 .09 .08
8 .05 .06 .08
9 .04 .04 .04
10 .04 .03 .03
Qthers:
Year of = c--w- Age at Hire ----
Employment 20-29 30-39 40+ Age ate
1 .34 .26 .20 20-45 .065
2 .26 .21 .15 46+ .05
3 21 .17 13
4 18 .14 10
5 16 .13 09
6 15 .13 09
7 12 .10 09
8 12 .09 09
9 12 .08 08
10 09 .07 06
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TABLE 2
ALASKA PERS -
DISABILITY RATES
ANNUAL RATES PER 1,000 EMPLOYEES

Police & Fire "Other" Member
Age Rate Rate
20 .88 .28
21 .89 .28
22 .90 .29
23 .91 .29
24 .93 .30
25 .94 .30
26 .95 .30
27 .98 .31
28 1.00 .32
29 1.03 .33
30 1.05 .34
31 1.08 .34
32 1.10 .35
33 1.13 .36
34 1.16 .37
35 1.20 .38
36 1.24 .40
37 1.29 41
38 1.34 .43
39 1.39 .44
40 1.44 .46
41 1.50 .48
42 1.59 .51
43 1.70 .54
44 1.85 .59
45 2.03 .65
46 2.20 .70
47 2.39 .76
48 2.59 .83
49 2.79 .89
50 3.00 .96
51 3.25 1.04
52 3.58 1.14
53 3.98 1.27
54 4.44 1.42
55 5.00 1.60
56 5.74 1.84
57 6.68 2.14
58 7.63 2.44
59 9.00 2.88
60 10.54 3.37
61 12.19 3.90
62 14.13 4.52
63 16.31 5.22
64 18.63 5.96



william M. Mercer Meidinger Hansen, Incorporated

TABLE 3
ALASKA PERS
RETIREMENT RATES

Police & Fire "Other" Member
Age Rate Rate
50 .17 .06
51 .11 .04
52 .11 04
53 .12 04
54 .12 05
55 .30 17
56 21 15
57 21 12
58 .12 13
59 .12 16
60 21 26
61 .21 25
62 .25 43
63 .33 .63
64 & Up 1.00 1.00

For ages less than 50, employees are assumed to retire two years after
the earliest age they are eligible to retire.
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William M. Mercer Meidinger Hansen, Incorporated

Section 2
VALUATION RESULTS
This section sets forth the results of the actuarial valuation.

Section 2.1(a) shows the distribution of net assets as of June 30,
1988.

Section 2.1(b) shows the transactions of the plan's fund during FY88.
Section 2.1(c) develops the valuation assets as of June 30, 1988.

Section 2.2(a) shows the actuarial present values for Police and Fire
members as of June 30, 1988.

Section 2.2(b) shows the actuarial present values for "Other" members
as of June 30, 1988.

Section 2.3(a) develops the average employer contribution rate for
Police and Fire members - FY91.

Section 2.3(b) develops the average employer contribution rate for
"Other" members - FY91.

Section 2.3(c) develops the average employer contribution rate for all
members - FY91.

Section 2.4(a) calculates the actuarial gain or loss for FY88.
Section 2.4(b) shows the individual sources of gain and loss.
Section 2.5 shows the contribution rates for the Fiscal Year 1991.
Section 2.6 compares the contribution rates between FY90 and FY91.
Section 2.7 shows the adjustment to the Retiree Reserve.

Section 2.8 shows financial projections.
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Wwilliam M. Mercer Meidinger Hansen, Incorporated

Section 2.1(a)
STATEMENT OF NET ASSETS AS OF JUNE 30, 1988 (in thousands)

Book Value Actuarial Value*

Cash $ 1,710 $ 1,710
Short Term Interest Issues 23,432 23,432
United States Government Bonds 836,644 836,644
Corporate Bonds 228,916 228,916
Common Stock 537,368 556,880
Foreign Equities 77,847 138,421
Financial Futures 0 0
Real Estate Equities 131,681 140,802
Mortgages (Net of Reserves) 114,934 114,934
Accrued Receivables 46,689 46,689
Total Assets $1,999,221 $2,088,428

* The actuarial value of assets is the fair market value of equities
and the book value of fixed income investments, as provided in the
audited financial statements.
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William M. Mercer Meidinger Hansen, Incorporated

Section 2.1(b)

CHANGES IN NET ASSETS DURING FISCAL YEAR 1988 (in thousands)

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

(2) Receipts:

Employee Contributions
Employer Contributions
Interest Income
Dividend Income
Unrealized Gain (Loss)
on Investments

(3) Disbursements:
Medical Benefits
Retirement Benefits

Refunds of Contributions
Administrative Expenses

(4) Net Assets, June 30, 1988
(market value)

Approximate Investment Return
Rate During the Year:

Based on Market Values

Based on Valuation Assets

34

$ 66,732
108,767
132,381

23,381

(114,049)

$ 11,376
73,964
11,409

6.964

$2,010,196

217,212

103,713

$2,123,695

2.04%
6.12%



william M. Mercer Meidinger Hansen, Incorporated

Section 2.1(c)
DEVELOPMENT OF VALUATION ASSETS AS OF JUNE 30, 1988 (in thousands)

(1)

(2)

(3)

(4)

(5)

(6)

June 30, 1988

June 30, 1987

June 30, 1986

Average Ratio

Book Value at
June 30, 1988

Valuation Assets at
June 30, 1988,

(4) x (5)

but not outside the
range of book and
actuarial values

Actuarial Book Ratio
Value Value (A/B)

$2,088,428 $1,999,221 1.0446

1,961,836 1,774,732 1.1054

1,650,342 1,532,579 1.0768

1.0756

$1,999,221

$2,088,428
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William M. Mercer Meidinger Hansen, Incorporated

Section 2.2(a)

ACTUARIAL PRESENT VALUES AS OF JUNE 30, 1988
POLICE AND FIRE MEMBERS

TOTAL SYSTEM (in thousands)

Normal Cost
Active Members

Retirement Benefits $12,364
Termination Benefits 923
Disability Benefits 262
Death Benefits 343
Return of Contributions 370
Medical Benefits 6,083
Indebtedness 0
Retiree Incentive Program

Indebtedness 0
Subtotal $20,345

Inactive Members
Not Vested
Vested Terminations - Medical Benefits
- Retirement Benefits
Retirees & Beneficiaries - Medical Benefits
- Retirement Benefits

Subtotal

Totals

36

Accrued
Liabilit

$131,345
8,004
5,978
7,289
1,991
48,844
(4,503)

852
$198,096

$ 357
2,751
2,820

18,506
102,104
$126,538

$324,634



William M. Mercer Meidinger Hansen, Incorporated

Section 2.2(b)

ACTUARIAL PRESENT VALUES AS OF JUNE 30, 1988
"OTHER" MEMBERS

TOTAL _SYSTEM (in thousands)

Accrued
Normal Cost Liability
‘Active Members
Retirement Benefits $40,079 $ 387,634
~ Termination Benefits 12,836 107,937
Disability Benefits 883 9,677
Death Benefits 3,735 41,131
Return of Contributions 5,585 23,562
Medical Benefits 72,774 476,131
Indebtedness 0 (20,915)
Retiree Incentive Program
Indebtedness 0 (6,718)
Subtotal $135,892 $1,018,439
Inactive Members
Not Vested $ 6,154
Vested Terminations - Medical Benefits 59,937
- Retirement Benefits 49,323
Retirees & Beneficiaries - Medical Benefits 157,670
- Retirement Benefits 630,426
Subtotal $ 903,510
Totals $1,921,949
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William M. Mercer Meidinger Hansen, Incorporated

Section 2.3(a)

DEVELOPMENT OF AVERAGE EMPLOYER CONTRIBUTION RATE - FY91
FOR POLICE AND FIRE MEMBERS

TOTAL SYSTEM (in thousands)

Consolidated Rate

(1) Total Normal Cost $ 20,345
(2) Total Salaries 102,265
(3) Normal Cost Rate for Police & Fire

Member, (1) / (2) 19.89%
(4) Member Contribution Rate (Police & Fire) 7.50%

(5) Consolidated Employer Contribution Rate
For Police & Fire Members, (3) - (4) 12.39%

Past Service Rate

(1) Accrued Liability $324,634
(2) Valuation Assets 301,780
(3) Total Unfunded Liability, (1) - (2) 22,854
(4) Amortization Factor (25 years) 10.706612
(5) Past Service Cost, (3) / (4) $ 2,135
(6) Total Salaries 102,265
(7) Past Service Rate, (5) / (6) 2.09%
Total Employer Contribution Rate 14.48%
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william M. Mercer Meidinger Hansen, Incorporated

Section 2.3(b)

DEVELOPMENT OF AVERAGE EMPLOYER CONTRIBUTION RATE - FY91
FOR "OTHER" MEMBERS

TOTAL SYSTEM (in thousands)

Consolidated Rate

(1)
(2)
(3)

(4)
(5)

Total Normal Cost $135,892
Total Salaries 806,098
Normal Cost Rate for "Other" Members,

(1) /7 (2) 16.86%
Member Contribution Rate ("Others") 6.75%

Consolidated Rate For Other Members,
(3) - (4) 10.11%

Past Service Rate

(1) Accrued Liability $1,921,949
(2) Valuation Assets 1,786,648
(3) Total Unfunded Liability, (1) - (2) 135,301
(4) Amortization Factor (25 years) 10.706612
(5) Past Service Cost, (3) /7 (8) $ 12,637
(6) Total Salaries $ 806,098
(7) Past Service Rate, (5) / (6) 1.57%
Total Employer Contribution Rate 11.68%
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William M. Mercer Meidinger Hansen, Incorporated

Section 2.3(c)

DEVELOPMENT OF AVERAGE EMPLOYER CONTRIBUTION RATE - FY91
ALL MEMBERS

TOTAL SYSTEM (in thousands)

Consolidated Rate

(1) Total Normal Cost $ 156,237
(2) Total Salaries 908,363
(3) Normal Cost Rate for All Members,

(1) 7 (2) 17.20%
(4) Average Member Contribution Rate 6.83%
(5) Consolidated Rate, (3) - (4) 10.37%

Past Service Rate

(1) Accrued Liability $2,246,583
(2) Vvaluation Assets 2,088,428
(3) Total Unfunded Liability, (1) - (2) 158,155
(4) 25-Year Amortization Factor 10.706612
(5) Past Service Cost, (3) / (4) $ 14,772
(6) Total Salaries 908,363
(7) Past Service Rate, (5) / (6) 1.63%
Total Employer Contribution Rate 12.00%
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william M. Mercer Meidinger Hansen, Incorporated

Section 2.4(a)

DEVELOPMEN

(1) Unfunded Liability, June 30, 1987

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

Normal Cost for FY88

Interest on (1) and {

Employee Contribution

Employer Contribution

Interest on (4) and (
for one-half year

Expected Unfunded Lia
(1) + (2) + (3) - (4

Actual Unfunded Liabi

Actuarial Gain/(Loss)
(7) - (8)

2) at 9%

s for FY88

s for FY88

5) at 9%

bility, June 30, 1988,
) - (5) - (6)

lity, June 30, 1988

for the Year,

a1

4(a
T OF ACTUARIAL GAIN/(LOSS) FOR FY88 (in_thousands)

$ 6,752

143,184

13,494

66,732

108,767

7,897

(19,966)

158,155

$(178,121)



william M. Mercer Meidinger Hansen, Incorporated

Section 2.4(b)

SOURCES OF ACTUARIAL GAIN/(LOSS) FOR FY88 (in thousands)

Actuarial Gains
Salary Increases
Miscellaneous

Total Actuarial Gains

Actuarial Losses
Investment
Retiree Medical Insurance
New Entrants
Mortality and Disability

Miscellaneous, including
the RIP

Total Actuarial Losses

Net Actuarial Gain/(Loss)
for FY88

PERSES. |s

Police/Fire

$ (68)
3.113

$ 3,045

$ 9,737
10,221
2,368
302

$(21,599)
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Other

$ 18,556

5,237
$ 23,793

$ 45,947
108,726
9,518
14,734

1,390
$180,315

$(156,522)

$ 18,488

—8.350

$ 26,838

$ 55,684
118,947
11,886
15,036

3,406
$204,959

$(178,121)



Section 2.5

PERS CONTRIBUTION RATES FOR FISCAL YEAR 1991
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ADJUSTMENT TO RETIREE RESERVE AS OF JUNE 30, 1988

Section 2.7
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