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STATEMENTS

OF |
FUND BALANCE RESTRICTE

Years Ended June 30,1992 and 1991
(000’s omitted)

1992
Investment income:
Income:
Interest:
Marketable securities $ 131,451
Mortgage loans 7.086
Total interest 138.537
Dividends:
Domestic equity pool 34,139
International equity pool 6,834
Real estate equities 6.504
Total dividends 47.477
Total income 186,014
Reduction (increase) of allowance for loan losses . (9,739
Net income 176.275
Net realized and unrealized gains on investments:
Realized:
Marketable debt securities 28,410
Domestic equity pool 67,265
International equity pool 984
Net realized gains .. 96.659
Increase in unrealized market appreciation ....83.615
Net rec.,.~ed and unrealized gains 180.274
Total investment income 356,549
Beginning fund balance restricted for beneficiaries 2,999,432
Met contributions 253529
Ending fund balance restricted for beneficiaries $3,442,010

See accompanying notes to financial statements.

NVESTMENT INCOME AND CHANGES IN
E D NEFIC

1991

$ 121,241
8.601
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6,032

7.611
49.421
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STATEMENTS OF CASH FLOWS

Years Ended June 30,1992 and 1991

(000’ omitled)
192
Investment operations:
Total investment income $ 356,549
Adjustments to reconcile investment income to net cash
provided by investment operations:
Net realized gain (96,659)
Increase in unrealized market appreciation (8,615)
Amortization 1,853
Increase in interest receivables @,7143)
Increase (reduction) of allowance for loan losses 9.739
Net cash provided by investment operations 183.124
Investing activities:
Purchase of marketable securities (258,955)
Sales and maturities of marketable securities 598,226
Acquisition of mortgage loans and real estate equities (15,270)
Net increase in book value of domestic equity pool (0,069
Net increase in book value of international equity pool G.243)
Mortgage loan principal payments and proceeds
from real estate equities , 21.424
Net cash used in investing activities 12SPEE2)
Financing activities - net contributions from benefit system 88.859
Net decrease in cash and cash equivalents (17,900)
Cash and cash equivalents at beginning of year 28,148
Cash and cash equivalents at eno of year $ 10,248

See accompanying notes to financial statements.
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NNOTES TO FINANCIAL STATEMENTS

.T Z:

June 30,1992 and 1991
(OOGs omitted)

The Accounting Entity

The Public Employees Retirement Trust Fund (Fund) is the investment portfolio of the State of Alaska
Public Employees' Retirement System (PERS). PERS is a multiple-employer agent, defined benefit,
joint contributory system established for the payment of retirement, disability and death benefits to or
on behalf of qualified employees of the state or a political subdivision within the state. These financial
statements are those of the Fund and not PERS taken as a whole. The Commissioner of Revenue is
the fiduciary and has the statutory authority to invest the moneys of the Fund.

Alaska Statutes 14.25.180,39.35.080, and 37.10.071 provide that investments shall be made with the
judgment and care under circumstances then prevailing that an institutional investor of ordinary
professional prudence, discretion and intelligence exercises in managing large trust portfolios. The
Department of Revenue has contracted the management of certain investment securities to selected
external managers. Specifically, the domestic equity pool, international equity pool and real estate
equities are managed by external management companies.

Summary of Significant Accounting Policies
Investment Presentation

The market value of marketable securities is determined at the end of each month by the custodial
agent. The agent's determination of market values involves, among otherthings, using pricing services
or prices quoted by independent brokers. The market value of the mortgage loans is determined by
adjusting purchased yields to the current secondary mortgage market conditions established by the
Mortgage Guarantee Insurance Corporation. A mortgage loan loss provision has been provided as
described below. The market values of raal estate equities are valued by the various companies
managing those funds.

Security transactions and any resulting gains or losses are accounted for on atrade date (ownership)
basis. In determining gains and losses, the cost of securities sold is determined on the specific
identification basis. Interest income, including amortization of premium and discount, is accrued
monthly. Dividend income on domestic equity securities is accrued on ex-dividend date. Dividend
income on international equity securities is recognized upon notification from the custodian.

Net Contributions

Net contributions represent contributions from employers and employees, net of benefits paid to PERS
participants. Net contributions are recorded on a cash basis according to when contributions are
received, and benefits are paid by the State of Alaska, Department of Administration, Division of
Retirement and Benefits.



Notes to Financial Statements (continued)

Administrative and Other Expenses

All expenses, including investment management costs, are charged to appropriations of Fund assets
and are therefore not deducted from investment income of the Fund.

Statement of Cash Flows

For purposes of the statement of cash flows,  highly liquid debt instruments with original maturities
of three months or less are considered to be cash equivalents. The cash flow statement is presented
to reflect the activity resulting in the change in cash and cash equivalents. Total investment income
is adjusted for realized gains or losses because gross proceeds are shown under sales and maturities
of marketable securities.

Allowance for Loan Losses

Historically, management of the Fund has proviued an estimated allowance for loan losses to provide
for potential credit losses in its loan portfolio. Factors considered by management in developing the
allowance for loan losses include delinquency levels, historical charge offs and the aging of the portfolio.
During 1992, management elected to offer the I0an portfolio for sale, and has recorded as an allowance
an amount considered sufficient to reflect the portfolio's net realizable value.

Domestic Equity Pool

The Fund, along with several other State of Alaska funds, has an investment in a domestic equity pool.
The majority of the domestic equity pool is comprised of common stock with available cash balances
invested in short-term debt instruments. All accrued income and realized gains and losses are allocated
monthly to each participating fund on a pro rata ownership basis. Income which is received by the
domestic equity pool is distributed monthly in cash to each participating fund, first to accrued income
allocated to any withdrawal by a participating fund, and second, in proportion to each fund’'s ownership
of remaining accrued income. AtJune 30,1992 and 1991, the Fund’s investment in the domestic equity
pool is comprised of the following:

1992 1901

June 30 pool ownership percentage 61.7% 60.6%
Domestic equities, at market $1,204,110 $1,162,408
Interest and dividends receivable 3,037 3,359
Cash and cash equivalents 89.823 200
$1,296,970  $1,165,967



Notes to Financial Statements (continued)
(4) Cash and Cash Equivalents

Cash and cash equivalents are comprised of the following at June 30.1992 and 1991:

1992 1991

Interest-bearing deposits $ 8,254 $ 23
Unsettled investment transactions 1,994 1,825
Repurchase agreement Q 26.300
Total cash and cash equivalents $10,248 $28,148

(5) International Equity Fool

The Fund, along with the Teachers Retirement Trust Fund, formed an international equity pool during
1992. The majority of the international equity pool is comprised of common stock with available cash
balances invested in shorl-term debt instruments. All accrued income, realized gains and losses and
income received are allocated monthly to the two participating funds on a pro rata ownership basis. At
June 30,1992 and 1991, the Fund’s investment in the international equity pool is comprised of the

following:
19 1901
June 30 pool ownership percentage 61.7% 0%
International equities, at market $171,817 $164,114
Cash and cash equivalents 15.815 12.698
Total $187,632 $176,812

Real Estate Mortgages

Real estate mortgages are comprised of the following at June 30,1992 and 1991:

1992 191
Outstanding Principal:
Real estate loans current or less than 90 days past due $ 63911 $ 70,178

Real estate loans past due 90 days 6,071 11,360
Real estate acquired by foreclosure 12.150 12.384
Total Outstanding Principal $ 82,132 $ 93,922
Unrealized Appreciation 8.694 4.573
Total Market Value 90,826 98,495
Allowance for Real Estate Loan Losses (14.5901 @851)
Net Mortgages $ 76,236 $ 93,644
65
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Notes to Financial Statements (continued)

(7)

Safekeeping Risk

The Public Employees Retirement Trust Fund's deposits and investments are categorized below
pursuant to the Governmental Accounting Standards Board (GASB) Statement Number 3 and GASB
Technical Bulletin Number 87-1 to give an indication of the level uf safekeeping risk assumed by the
Fund at statement date.

Deposits: 1. Insured or collateralized with securities held by the State oi ey its custodian in the
State’s name.

2. Collateralized with securities held by the pledging financial institution's trust
department or custodian in the State’s name.

3. Uncollateralized.

Investments: 1. Insured or registered for which the securities are held by the State or its custodian
in the State's name.

2. Uninsured and unregistered investments for which the securities are held by the
broker's or dealer's trust department or agent in the State’s name.

3. Uninsured and unregistered investments for which the securities are held by the
broker's or dealer’s trust department or agent not in the State’'s name.

AtJune 30,1992 and 1991, all of the Fund’s deposits and investments were considered to be Category
1 with respect to safekeeping risk.
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EMPLOYER CONTRIBUTION RATES
FISCAL YEAR 1992

Employer

Adak Region School District
Akutan, City of
Alaska, State of

Policemen, Firemen

All Other Employees, MM&P, 1BU
Alaska Gateway School District
Alaska Housing Finance Corporation
Alaska Municipal League
Alaska State Housing Authority
Alaska, University of
Alaska Geophysical Institute, University of
Aleutian Region School District
Aleutians East Borough
Aleutians East Borough School District
Aleutians West Coastal Resource Service Area
Allakaket, City of
Anchorage, Municipality of
Anchorage Parking Authority, Municipality of
Anchorage School District
Annette Island School District
Aika, City of

Barrow, City of

Bartlett Memorial Hospital

Bering Straits Coastal Resource Service Area
Bering Strait School District

Bethel, City of

Bristol Bay Borough

Bristol Bay Borough School District

Bristol Bay Coastal ResourceService Area
Bristol Bay Housing Authority

Chatham School District

Chugach Regional School District

Cook Inlet Housing Authority

Copper River Basin Regional Housing Authority
Copper River School District

Cordova, City of

Cordova Community Hospital

Cordova Public Schools

Craig, City of

Craig City School District
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Percentage

18.90
9.98

16.97
15.64
12.00
5.23
5.00
13.86
9.03
9.03
0.00
5.00
5.24
12.00
12.00
12.67
531
15.52
13.30
12.00

0.52
10.97
5.37
11.50
10.18
12.52
17.69
12.20
9.44

11.50

4.39
15.87
1431

8.57
14.88

3.65
1791
12.33
15.08
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EMPLOYER CONTRIBUTION RATES
FISCAL YEAR 1992

Employer (continued)

Delta/Greely School District
Denali Borough

Denali Borough School District
Dillingham, City of

Dillingham City School District

Elim, City of

Fairbanks, City of

Fairbanks Municipal Utility System

Fairbanks North Star Borough

Fairbanks North Star Borough School District
Fort Yukon, City of

Galena, City of
Galena City School District
Grayling, City of

Haines Borough

Haines Borough School District
Haines, City of

Homer, City of

Hoonah, City of

Hoonah City School District
Hooper Bay, City of

Huslia, City of

Hydaburg City School District

Iditarod Area School District

Juneau Borough School District
Juneau, City and Borough of

Kachemak, City of

Kaltag, City of

Kashunamuit School District

Kenai, City of

Kenai Peninsula Borough

Kenai Peninsula Borough School District
Ketchikan, City of

Ketchikan Gateway Borough

Ketchikan Gateway Borough School District
King Cove, City of

Kivalina, City of

68

Percentage

12.00
12.00
0.00
4.63
10.62

15.37

20.30
20.30
381
381
0.00

1.70
0.00
12.00

5.67
12.00
0.00
1351
3.94
22.83
12.31
12.02
13.69

10.08

13.93
12.39

12.00
12.00
10.75

3.73
13.38
16.36
21.99
12.81
18.69

5.12
10.17



EMPLOYER CONTRIBUTION RATES
FISCAL YEAR 1992

Employer (continued) Percentage
Klawock, City of 23.57
Klawock City School District 12.00
Kodiak, City of 14.93
Kodiak Island Borough 10.25
Kodiak Island Borough School District 8.25
Kotzebue, City of 0.00
Koyuk, City of 12.00
Kuspuk School District 6.69
Lake and Peninsula Borough 12.00
Lake and Peninsula School District 7.33
Lower Kalskag, City of 12.00
Lower Kuskokwim School District 9.24
Lower Yukon School District 12.16
Matanuska-Susitna Borough 9.59
Matanuska-Susitna Borough School District 9.59
Mekoryuk, City of 12.00
Mountain Village, City of 11.68
Nenana, City of 0.00
Nenana City Public Schools 6.20
Nome, City of 10.87
Nome Public Utilities 0.00
Nome City Public Schools 9.05
Noorvik, City of 12.00
North Pacific Fisheries Management Council 1.14
North Pole, City of 2.94
North Slope Borough 3.92
North Slope Borough School District 11.57
Northwest Arctic Borough 5.94
Northwest Arctic Borough School District 0.00
Nuigsut, City of 23.83
Old Harbor, City of 12.00
Palmer, City of 16.04
Pelican, City of 10.65
Pelican School District 17.96
Petersburg, City of 17.87
Petersburg General Hospital 17.87
Petersburg Public Schools 17.87
Pribilof Regional School District 4.84
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Employer (continued)
Ruby, City of

Saint George, City of

Saint Mary'’s, City of

Saint Mary’s School District

Saint Paul, City of

Sand Point, City of

Saxman, City of

Selawik, City of

Seward, City of

Seward General Hospital
Shishrnaref, City of

Sitka, City and Borough of

Sitka Community Hospital

Sitka School District

Skagway, City of

Skagway City School District
Soldotna, City of

Southeast Islands School District
South East Regional Resource Center
Southwest Region Schools
Special Education Service Agency

Tanana, City of
Tanana City School District
Thorne Bay, City of

Unalakleet, City of
Unalaska, City of
Unalaska City School District

Valdez, City of
Valdez City Schools

Wainwright, City of
Wasilla, City of
Whittier, City of
Wrangell, City of
Wrangell City Schools

Yakutat, City of
Yukon Flats School District
Yukon-Koyukuk School District
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Percentage
5.37

38.92
13.23
17.73
5.54
11.96
19.43
5.00
vz.37
19.34
12.67
16.83
7.76
6.94
0.00
25.29
16.84
4.03
0.00
7.92
11.70

1.96
13.37
8.40

12.00
0.00
6.19

11.94
12.22

16.61
7.78
9.49

12.17

15.86

19.74
0.00
0.00



10-YEAR COMPARISON OF VALUATION ASSETS VS, ACCRUED LIABILITIES

4000

3500

3000

2500

2000

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991

Valuation Assets — bh— Accrued Liabilities
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®0-YEAR COMPARISON OF ACTIVE VS. RETIRED MEMBERS

Actives j Retirees

5-YEAR BREAKDOWN OF TYPES OF RETIREMENTS

mm

Service Survivor
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Benetit Tvoe

Base

Cost of Living Allowance

Non-Occupational Death

Occupational Death

Disability

Post Retirement Pension
Adjustment

Voluntary Annuity

Lump Sum

Recalculation Adjustments

Occupation Subtotal
Medical

Total All Benefits

Benefit Payments By Occupation
Fiscal Year 1992

Regular Peace Officer Fireman
Retirees Retirees Retirees

$ 70,716,492 $ 8,672,911 $ 1,942,262

5,754,676 681,260 221,906
2,595,030 102,993 77,088
170,518 189,203 19,729
2,188,749 676,454 346,544
11,966,273 1,040,521 265,364
3,277 -0- -0-
445,848 3,161 19,466
48,211 5,030 686

$93,889,074 $ 11,371,533 $ 2,893,045

* Elected Off. Total By

Petire.es

$ 141,578
27,112
11,016

* 0 -
-0-

22,505
-0-
4,231
-0 -

Ivp.e.

$ 81,473,243
6,684,954
2,786,127

379.450
3,211,747

13,294,663
3,277
472,706
53,927

$206,442 $ 108,360,094

$ 23,120,301

$131,480,395

* Active and Retired Elected Public Officers as of October 13,1976, were mandatorily transferredto the Elected
Public Officers Retirement System (EPORS), which was established by legislation on January 1,1976. Under
current legislation, all other elected officials may participate in the PERS or the TRS, or do not participate at

their option.

ALL RETIREES AS OF JUNE 30,1991 BY OCCUPATION

All Cthers

(92.0%)
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10-YEAR BREAKDOVtfN OF REVENUE BY SOURCES

Net Investment Income ;'v#4 Employer Contributions Employee Contribution

10-YEAR BREAKDOWN OF EXPENSES BY TYPE

Retirement Benefits Medical Benefits Rotunds Administrative
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TEACHERS RETIREMENT BOARD

Charles M. Arteaga, Chair Dorothy Wells, Vice Chair
Term Expires: 1/31/93 Term Expires: 6/30/93
Stephanie Winsor Cliff Koivisto,

Term Expires: 6/30/93 Term Expires: 1/31/94
Roger Aldrich

Term Expires: 1/31/95
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k m m Peat Marwick

Certltled Puu'lc Accountants

601 West Fifth Avenue
Suite 700
Anchorage, AK 99501-2258

Independent Auditors”Report

Division of Retirement and Benefits and
Members of the Alaska Teachers™ Retirement Board
State of Alaska Teachers® Retirement System:

We have audited the accompanying statement of net assets available for plan benefits of the State of
Alaska Teachers”Retirement System as of June 30,1992, and the related statement of changes in
net assets available for plan berefits for the year then ended. These finacial statements are the
resposibility of the Plans management. Our responsibility isto express an opinion on these firarcial
statements based on our adit. The finacial statements of the State of Alaska Teachers® Retirement
System as of June 30,1991 were audited by other auditors whose report thereon dated September
14,1991 expressed an ungualified opinion on those staterents.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require thet we plan and perform the audit to dbtain reasonable assurance about whether the firacial
statements are free of material misstatement. An audit includes examining, on a test besis, evidence
supporting the amounts and disclosures inthe finacial statements. An audit also includes assessing
the accounting principles used and sighificatt estimates made by management, as vwell as evaluating
the overall firacial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

Inour gpinion, the 1992 firencial statements referred to above present fairly, in Jl material respects,
the net assets available for plan berefits of the State of Alaska Teachers® Retirement System as of
June 30,1992, and the related statement of changes in net assets available for plan berefits for the
year then ended inconformity with generally accepted accounting principles.

C raudit forthe year ended June 30,1992 was made for the purpose of forming an opinion on the
basic finacial statements taken as awhole. The supplementary information included in Schedules 1
and 2 for the year ended June 30,1992, ispresented for purposes of additional analysis and isnot a
required part of the basic finacial statements. Such information has been subjected to the auditing
procedures gpplied inthe audit of the basic firacial statements and, inour gpinion, isfairly stated in
dl material respects in relation 1o the basic firercial statements taken as a whole for the year ended
June 30,1992.

The report of the other auditors referred to above, dated September 14,1991, stated that they applied
certain limited procedures to the supplementary information for the years ended June 30,1991 and

priar, included inSchedulles 1 and 2. However, they did not audit this information and expressed no
opinionon ik

kf>rri6-
September 17,1992

nnis KyndvVRt MGt
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STATE OF ALASKA
TEACHERS'RETIREMENT SYSTEM

Statements of Net Assets Available fof Plan Benefits
June 301992and 191

(3 omitted)

;. s

Assets:
Investments, at fairvalue:

Uniited States Government debt 424,620 420,898

Federal agency debt 22,846

Corporate bonds, notes and debentures 493,450 372,433

Domestic equity pool 795,659 715,287

Intermaticral equirty pool 116,680 109,947

Real estate equities _7Q.4Za SM2s
Total investments 1.699.393

Loans and mortgage, at .air market value in 1992 and
cost in 1991, ret of al lowance for loan losses of

$12,598 N 1992 and $4,574 in 1991 74.471
Peceivables:

Contrributions 12,998 10,075

Retirement incentive program 2,450 9,283

Accrued interest and dividends 19.116 17.203

Total receivables .3-1564 3.356.1

Cash and cash equivalents 12.498 mm

Total assets -2,03.6J48 1.827.625

Licbilities:

Accrued expenses 2,667

Due to General Fund _225

Total liilites 2.962

Net assets available for plan berefits $2,031,938 1,824,663

See accompanying notes to financial statements.



TATE FALA KA
TEACHER "RETIREMENT SYSTEM

Statements of Changes In Net Assets Available for Plan Benefits

o Years ended June 30,1992and 1991
(0005 omitted) o

1992

W

Additions:
Investment income:
Net (depreciation) appreciation in kirvalue of investments $ 54,770

Interest 80,606
Dividends 29,180
Net realized gains on sales 56,345.
Total investment income before provision for
losses on loans and mortgages 220,902
Provision for losses on loans and mortgages (8.024)
Net Investment income 212.878
Contributions:
Employers 55,953
Employees 44,338
Retirement incentive program:
Employers 1,118
Employees
Total contributions 101.409
Total additions 314.287
Deductions:
Benefits paid:
Retirement 88,648
Medical 10.111
Total berefits paid 98,759
Refunds to terminated employees 2,641
Administrative expenses 5612
Total deductions 107.012
Net increase 207,275
Net assets available Toi plan berefits at beginning of year 1.824,663
Net assets available for plan berefits at end of year $2,031,938

See accompanying notes to financial statements.
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1991

(4,675)
79,202
30,226
1M 9.9.

122,252

597
122.849

46,056
38,687
11,926

1.372
98.Q41.

-220,89.0.

84,443
10.654
95,097
3,510
3766
102.573
118,317
1.706.346

1,824,663



STATE OF ALASKA
TEACHERS' RETIREMENT SYSTEM

Notes to Financial Statements

June 30,1992and 101
Description

The folloving brief description of the State of Alaska Teachers’Retirement System (Plan) isprovided
for general information purposes aily. Participants should refer to the Plan agreement for more
complete information.

General

The Plan isthe adninistrator of a defined baefit, cost-sharing, multiple-employer public employee
retirement system established and adninistered by the State of Alaska (State) to provide pension
berefits forteachers and other eligible participants. Benefitand contribution provisionsare established
by State law and may be amended only by the State Legislature. The Plan isconsidered a part of the
State firacial reporting entity and s included inthe States firencial reports as a pension trust fud.
At June 30,1992, the number of participating local government employers was:

School districts
Other

Total employers

Inclusion inthe Plan isa condition of employment for permanent school district, University of Alaska
and State Department of Education employees who meet the elighility requirements for participation
inthe Plan. At June 30,1991, Plan membership consisted of:

Retirees and bereficiaries currently mceiving
berefits and terminated employees entitled
o future berefits

Current employees

Vested
Nonvested

Pension Benefits
Vested employees hired prior to July 1, 1990 are entitled to pension berefits beginning at normal
retirement age fift-fe, or early retirement at age fifty. For employees hired after June 30,1990, the

normal and early retirementages are sixty and fift-fne, respectively. Employees may also retireatany
age and receive a normal berefit when they accumulate the required credited service.

(Continued)
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STATE OF ALASKA
TEACHERS' RETIREMENT SYSTEM

Notes to Financial Statements

The normal annual pension berefit isbased on years of service and the average base salary. The
average base salary sbased upon the employee™s three highest years salaries.

The berefit related to dll years of service earned priorto July 1,1990 and foryears of service through
atotal of twenty years sequal 12 % of the employee™s average base salary. The berefit forover twenty
years of service subsequent to June 30,1990 isequal to2-1/2% of the employee®s base salary.

Minimum berefits for employees eligible for retirement are $25 per month for each year of credited
service.

Married members must receive treir berefits inthe form of a joint and survivor annuity unless treir
spouses consent to another form of benefit or another person iseligible for benefits under a qalified
domestic relatios order.

When pension berefits begin, major medical berefitsare provided without cost to (D) all employees first
hired before July 1,1990 and (2) employees who are disabled or age sixty-five or older, regardless of
their it hiredates. Employees firsthired after June 30,1990 may receive major medical berefits
prior to age sixty-five by paying premiums.

Death Benefits

When berefitsare payable under the 1% supplemental contribution provision, the employee®s spouse
iseligible fora spouse pension. Ifthere isno spouse, a survivors allovance may be payable to the
employee™s dependent child@ren). The amount of the pension or allowance s determined by the
employee™s base salary. Employees firsthired a“ter June 30,1982 are not eligible to participate nthis
provision.

IFan active employee dies from occupational or nonoccupational causes, the spouse may receive a
monthly pension from the Plan. When death isdue to occupational causes and there isno surviving
spouse, the employee s dependent child(ren) may receive a monthly pension util they are no longer
dependents. The amount of the occupational death pension changes on the date the employees
normal retirement would have occurred ifthe employee had Inad. The new berefit sbased on the
employee™s average base salary at the time of deaith and the credited service that would have accrued
had the employee lived and continued t work untl normal retirement.  Ifbenefits are payable under
the 1% supplemental contribution provision, benefits are not payable under this provision.

Disability Benefits

Ifan employee with fiveormore paid up years ofmembership service isnoteligiblefornormal retirement
berefitsand becomes permanently disabled, the employee sentitled toa monthly berefit. The annual
disshility berefit isequal ©50% of the base salary at time of disablement plus an additional 10% of his/
her base salary foreach dependent child up to a max imum of four children. At normal retirement age,
a disabled employee receives normal retirement berefits.

(Continued)
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STATE OF ALASKA
TEACHERS' RETIREMENT SYSTEM

Notes i0 Financial Statements

Effect of Plan Termination

Should the Plan terminate at some future tine, itsnet assets general ly will not be available on a pro rata
basis to provide participats’barefits. Whether a particularpaiticipants accumulated Plan berefitswill
be paid depends on the priariity of those berefits at that time. Some benefits may be fully or partially
provided for by the then existing assets while other benefits may not be provided forat dl.

Summary of Significant Accounting Policies

Basis of Accounting

The Plan"s firacial statements are prepared using the accrual basis of accounting.
Valuation of Investments

Seaurity transactions and any resulting gains or losses are accounted foron a trade date (ownership)
besis.

investments, other than real estate equities and loans and mortgages, are carried at market value t©
reflect their asset values as determined by the last quoted market price at June 30,1992 and 1991.

Real estate equities are stated at estimated market value as determined by the independent
management of the investment accounts. These investments do not have a reaedily available market
and gererally represent long-term investments.

Loans and mortgages are serviced by the irstitution from which the lcen ispurchased.

At June 30,1992, loans and mortgages are stated at estimated market value determined by adjusting
purchase yields to the current secondary mortgage market conditions established by the Mortgage
Guaranty Investment Corporation. AtJune 30,1991, loans and mortgages are stated at cost. Due to
the ilnmaterial effect on the firacial statements as a whole, a prior period adjustment to correct the
valuation of loans and mortgages ai June 30,1991 has not been made. Instead, the accumulated
unrealized netgains and losses from past years have been recognized at June 30,1992. The folloving
summarizes the total net unrealized gain at June 30,1992 (000% amitted):

Net unrealized gain, June 30,1992 $3,454
Net unrealized gain, from Drior years 4.104
$ 7,558

(Continued)
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Historically, management of the loans and mortgages portfolio has provided an estimated al lowance
for loan losses to provide forpotential aedit losses. Factors considered by management mdeveloping
theal lowvance for loan losses include del inquency leels, historical charge-offs and theaging ofthe port-
folio. During 1992, management elected toofferthe loan portfolioforsale, and has recorded the amount
above 1o reflect the portfolio™s net realizable value.

Loans and mortgages include approximately $8,303,000 and $11,375,000 for 1992 and 1991,
respectively, of other real estate owned. Other real estate owned represents properties on which the
Plan has foreclosed and s holding with the intent to resell.

The investment activity of dll common stocks was consolidated October 1, 1987 with the common
stocks of other State funds to form a domestic equity pool. The activity from October 1,1987 and the
June 30.1992 and 1991 balances of thisdomestic equity pool are accounted faron a unit-accounting
besis. All income and realized and unrealized gains are allocated monthly to each participating pool
on apro rataownership besis. All income earned i included individend income. AtJune 30,1992 and
1991, the Plan’ investment inthe domestic equity pool iscomprised of the folloving (000"s anitted):

1992
Domestic equities $ 738,692 672,784
Interest and dividends receiveble 1,863 2,061
Cash and cash equivalents 55.104 40.442
$795,659 715,287

Intermational equirties at June 30,1992 and 1991 are comprised of the folloving (000"s anitted):

1992 1991

Interrational equities $ 106,846 102,830
Cash and cash equivalents 9.834 7.117
$ 116,680 109,947

Cash and cash equivalents at June 30,1992 and 1991 are comprised of the folloving (000™s onitted):

1392 331

Interest—earing deposits $ 8,565 83
Investment maturities in trarsit 3,928 912
Repurchase agreements 5 16.200
$ 12,498 17,200

3 (Continued)
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Contributions Receivable
Contributions from employees and employers for service through June 30 are accrued. These
ocontributions are considered fully collectible and, accordingly, no al lowance for uncollectible receiv-
ables sreflected inthe finacial statements.
Accrued Interest and Dividends
Accrued interest and dividends represent amounts earned but not yet received as of June 30. These
amounts are considered fully collectible and, accordingly, no allowance for uncollectible receivables
has been reflected inthe firencial statements. Accrued intereston loansand mortgages isnot recorded
ual received.

Investments

To provide an indication of the lewel of aredit riskassumed by the Plan at June 30,1992, the Plans
deposits and investments are categorized as follois:

Deposits

Category 1 - Insured or collateralized with seaurities held by the State or its custodian inthe
States name.

Category 2 - Collateralized with seaurities held by the pledging firacial instituion™s trust
department or custodian inthe State™s name.

Category 3 - Uoollateralized.
Investments

Category 1 - Insured or registered forwhich the seaurities are held by the State or itscustodian
inthe States name.

Category 2 -Uninsured and unregistered investments forwhich the seaurities are held by the
broker’ or dealer’s trust department or agent inthe States name.

@ringy
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Category 3 -Uninsured and unregistered investments for which the securities are held by the
broker’ or dealer’ trust department or agent but not inthe States name (000% anitted):

Market
value and
Category carrying
2 value
Deposits -cash $ 12,498 12,498
Investments:
United States Government
debt 424,620 424,620
Federal agency debt 22,846 22,846
Corporate bonds, notes
and debentures 493,450 493,450
Domestic equity pool 795,659 795,659
Intermaticnal equirty pool 116,680 116,680
Real estate equities 70.478 70.478
$ 1,936,231 1,936,231

During 1992 and 1991, the Plan% investments (including investments bought, sold, as well as held
during the year) appreciated (depreciated) invalue as folloaxs (0005 onitted):

199? 1991

United States Government debt $ 14,294 (1,000)
Federal agency debt Q@ *
Corporate bonds, notes and debentures 23,492 2,039
Domestic equity pool 20,663 23,702
Intermational equity pool 2,695 (4,80D)
Real estate equities (13,655) (14,5%5)
Loans and mortgages G9?) *
$ 46,620 “,675)

(Continued)
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The cost ,market and carryingvalues ofthe Plan’s investments atJune 30,1992 and 1991 are as folloaxs
(0005 amirtted):

Carryjng
Qisi Market VAR

1992:
Uniited States Government debt $ 371,996 424,620 424,620
Federal agency debt 23,123 22,846 22,846
Corporate bonds, notes and debentures 464,286 493,450 493,450
Domestic eguity pool 690,855 795,659 795,659
intematiaal equity pool 119,088 116,680 116,680
Real estate equities 89,908 70,478 70,478
Loans and mortgages . ,58.3%9 . ..66.927. - 65,927
$1,817,625 1,989,660 1,989,660

H:
Uniited States Government debt 381,487 420,898 420.898
Corporate bonds, notes and debentures 366,760 372,433 372,433
Domestic equity pool 631,146 715,287 715,287
Intermational equirty pool 115,049 109,947 109,947
Real estate equities 86,603 80,828 80,828

Loans and mortgages, net of al lowance for loan

losses of $4,574 74.471 78.367 74.471

$1,655,516 1,777,760 1,773,864

State of Alaska treasury investment policy requires that seaurities underlying repurchase agreements
must have a minimum market value of 102% of the cost of the repurchase agreement.

(Continued)



@

STATE OF ALASKA
. TEACHERS RETIREMENT, ¥ TEM

Yy e , AN
L .N/otest'o Flnan\ual Statements ™ P

The Commissioner of Revenue has the statutory authority to invest the moneys of the Plan. This
authority isdelegated to investment officers of the Division of Treasury of the Department of Revenue.

Alaska Statute provides for the investment in United States treasury or agency ssaurities; corporate
debt seaurities; preferred and common stock; commercial paper; seaurities of foreignh governments,

agencies and corporations; foreign time deposits; gold bullion; futures contracts for the purpose of
hedging; real estate investment trusts; deposits within Alaska savings and loans and mutual savings
banks; deposits with state and national banks in Alaska; guaranteed loans; notes collateralized by
mortgages; certificates of deposit and banker 3 acceptances.

Funding Status and Progress

The amount shown below as **pension benefit doligation," *'which isthe actuarial present value of credited
projected berefits, s a standardized disclosure measure of the present value of pension berefits,
adjusted for the effects of projected salary increases, estimated to be payable inthe future as a result
ofemployee ser/ice todate. This measure is intended to help users assess the Plan™s funding status
on agoing-ccneem besis, assess progress made inaccunulating sufficientassets topay benefitswhan
due, and make comparisons among plans. The measure s independent of the actuarial funding method
used to determine contributions to the Plan, discussed i note 5 bellow.

The pension berefit dbligation isdetermined by WillianM. Mercer, Incorporated and isthatamount that
results from applying actuarial assumptions to adjust the accumulated benefits to reflect the time value
ofmoney (throughdiscounts for interest) and the praebility of payment (by means ofdecrements such
as fordeath, disshility, withdranal , or retirement) between the valuation date and the expected date of
payment. The sighificant actuarial assumptions used in the valuations as of June 30, 1991 are as
follons;

a Actuarial cost method -projected unit addit, unfunded accrued berefit linility anortized over
twenty-five years, funding surplus amortized over five years.

b. Mortality basis -1984 Unisex Pension Mortality Table set forward one year farmale members
and set backward four years for female members.

C. Retirement age -retirement rates based on actual experience.

d Discount rate -9% per annum, compounded amually, net of investment expenses.

(Continued)
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Health cost inflation

Per annum

1992
1993
1994
1995
1996
1997 and thereafter

Salary scale -increase of 6 . 5% forthe firstimeyears ofemployment and 5 . 5% per year thereafter

Cost of livirg al lowance (domicile inAlaska) -66% of those receiving benefits will be eligibleto
receive the cost of livirg al lonance.

Contribution refunds -100% of those employees terminating afterage thirt-fvewho are vested
will leave theircontributions inthe fund and thereby retain treirdeferred vested barefit. Allothers
who terminate are assumed to have treir contributions refunded.

Asset valuation —five-year average ratio of actuarial and book values of the Plan assets. The
actuarial value of the assets equals the market value of the Plan’ assets, except that fied
income investments are carried at book value. Valuation assets cannot be outside of the range
of book and ectuarial values.

Turnover and dissbilityassumptions are based upon actual historical occurrence ratesof the Plan. The
foregoing actuarial assumptions are based on the presumption that the Plan will continue. Were the
Plan toterminate, differaitactuarial assumptions and other factors might be applicable indetermining
the actuarial present value of accumulated berefits.

Grined
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At June 30,1991, the unfunded pension berefit doligationwas $250.7 millim, as folloxs @nmillias):

Net assets avai lable for berefits as of
June 30,1991, at market $1.824.7

Pension berefit doligation:
Retirees and bereficiaries currently receiving berefits and

terminated employees not yet receiving berefits 1,056.5
Current employees:
Accumulated employee conmtributions including
allocated investment income 293.1
Employer-financed, vested 598.5
Employer-financed, nonvested 127,3
Total pension berefit
dbligation as of June 30,1991 2 075,4

Unfunded pension berefit
dbligation as of June 30,1991 $ 250.7

Due tochanges inthe nortal ity besis, discount rate, health cost inflation rate and cost of Imirgal lowance
actuarial assumptions, the pension berefit dbligation at June 30,1991 decreased $68,666 millian.

Contributions
Employee Contributions

PriortoJanuary 1,1991, employees contributed 7%oftheirbasesalary as required by statute. Effective
January 1,1991, employees contribute8 . 65% of treirbase salaryas required by statute. The employee
contributions are deducted before federal tax swithheld. Eligible employees contribute an additional
1% of trelr salary under the supplemental contribution provision. Cortributions are collected by
employers and remitted to the Plan. Present employee accumulated cotributions at June 30,1992
and 1991 were $364,695,000 and $298,447,000, respectively. Employee contributions eamn interest
atthe rate of 4.5% per annum, compounded amually.

(@tne
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Employer Contributions

The Plans funding policy provides for periodic employer contributions at actuarially determined rates
that, expressed as percentages of annual covered payroll, are sufficienttoaccumulate sufficientassets
to pay berefits when due. Employer contribution rates are leel percentages of payroll and are
determined using the projected wnit aedit actuarial funding method. The Plan also uses the leel
percentage of payroll method toamortize the unfunded liilityover a twerty-five year period. Funding
surpluses are amortized over five years.

Contributions made Inaccordance with actuarially determined contribution requirements determined
through actuarial valuations consist of the folloving (000™s anitted):

As a As a
percentage percentage
of covered of covered

Contributions payroll  Contributions payroll

Employer $55,953 12200  $46,056 10.90%
Employer 44*222 ML -38.227- _9J-5
$100,291 21.87% $84,743 20.05%
Normal Cost 87,724 19.13 81,913 19.38
Anortization of unfunded
actuarial accrued lighility 12567 274 2920 6.7
$100,291 21.87% $84,743 20.05%

Actuarial valuations for 1292 and 1991 were performed as of June 30,1991 and 1990, respectively.

(Continued)
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Significant actuarial assumptions used tocompute contribution requirements are as of June 30,1989.
Several actuarial assumptions at June 30, 1989 are differait from those used to compute the
standardized measure of the pension benefit doligation discussed innote 4. The owerall effecton the
firacial status of the Plan due to the revised assumptions isa 2. 7% increase inthe funding ratioand
a 2.51% payroll reduction inthe employer contribution rate.

Retirement Incentive Program

Legislation passed in May 1986 established a retirement incentive program (RIP) designed to
encourage €eligible employees to wluttarily retire in order to reduce personal services asts. The
programwas available to eligible University of Alaska employees from October 1,1986 toSeptember
30,1987, and dl other employees util June 30,1987.

Legislation was passed inJune 1989 and amended effective Axil 1, 1990, estzablishing a second
retirement incentive program. The second programwas available to state employees from October 1,
1989 through March 31,1990, and dl other employees from July 1,1989 through December 31,1989.

The retirement incentive program receivables represent the reimbursement due from employers
participating inthe programs and isdue inminimum equal annual instal Iments so that the entirebalance
s paid within three years after the end of the fisal year inwhich employees retirad. The amount of
reimbursement isthe actuarial equivalent of the difference between the benefits the employee receives
after the addition of the retirement incentive under the program and the amount the employee would
have receivedwithout the incentive, less any amount the employee was indebted as a resultof retirirg
under the program. Employees were indebted to the Plan 21% of their annual compensation forthe
school year inwhich they terminated employment to participate in the programns. Any outstanding
indebtedness at the time an employee was appointed to retirement resulted inan actuarial adjustment
of his/her barefit.

The effect of the 1986 retirement incentive program on the pension berefit doligation was fully
accounted for nthe June 30,1988 actuarial valuation. The effect ofthe 1989 program on the pension
berefit dbligation was fully accounted for inthe June 30,1990 and 1991 actuarial valuations as the
eligible employees retirad.

Ten-year Historical Trend Information

Ten-year historical trend information (Wwhere available) designed toprovide information about the Plan™s
progress made i accunulating sufficient assets to pay berefits when due s presented in the
accompanying supplemental schedules of analysis of funding progress and revenues by source and

expense by type.



Year ended
Jun? 30

1985
1986
1987
1988
1989
1990
1991

Reg

Net assets
available

$ 866,333
1,141,650
1,303,464
1,356,575
1,545,877
1,706,346
1,824,663
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Funding

(O00s omitted)

Pension
benefit
obliaation

$ 1,042,551
1,115,773
1,210,909
1,347,859
1,557,643
1,895,030
2,075,405

Unfunded
(assets In
excess of)
Percen- pension
tage benefit
funded obligation
83.1% $176,218
102.3 (%,877)
107.6 (2,55)
100.6 8,716
99.2 11,766
0.0 188,684
87.9 250,742

lementary Information
Progress

Annual
covered

payroll
(unaudited!

$358,110
392,136
348,606
361,310
431,445
449,838
422,655

Schedule 1

Unfunded
(assets iIn
excess of)
pension
benefit
obligation
asa
percentage
of covered

pavroll

49_2%
66
&6
2.4
2.7
41.9
59.3

Analysis of the dollar amounts of net assets avai lable for berefits, pension berefit doligation, and unfunded
pension berefit doligation in isolation can be misleading. Expressing the net assets available forberefits as
a percentage of the pension benefit dbligation provides one indication of the plans funding status on agoing-
concern besis. Analysis of this percentage over time indicates whether the plan s becoming firacially
strongerorweaker . Gererally, thegreaterthis percentage, the stronger theplan. Trends inunfunded pension
berefit “ligaiicmand annual covered payroll are both affected by inflabian. Expressing the unfunded pension
berefit doligation as a percentage of annual covered payroll approximately adjusts forthe effects of inflation
and aids analysis of the plan’s progress made inhaccunulating sufficiant assets 1o pay berefits when due.

Gererally, the smaller this percentage, the stronger the plan.

See accompanying notes to required supplementary information.
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((ms omltted)

Employer
contribution
Revenues by source as a
Unrealized percentage
appreciation of annual
Year ended Employee Employer Investment (depreciation) covered
June 30 contributions contributions  income  inmerkelyaiMs payroll
$ 36,218
(48,199
78,418
103,643
15,677
(75,566)
65,243
12,129
4,675
46,620

Expense by type

Refunds to
Retirement Medical terminated Administrative
benefits benefits employees expenses

Contributions, including contributions under the retirement incentive program, were made inaccordance with
actuarially determined contribution requirements.

See accompanying notes to required supplementary information.
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Notes to Required Supplementary Information
Years ended June 30,1992
1991,1990,1989,1988,1987,1986,1985,1984 and 1983

Al sighificantaccounting policies, berefit provisions and actuarial assumptions are the same forthe required
supplementary information and the finarcial statements except as folloas:

The Plan’ actuarial funding method forthe years ended June 30,1978 through June 30,1984 was attained
age normal. Effective July 1,1984, the Plan adopted the projected unit credit actuarial funding method.

Effective July 1, 1986, the Plan adopted new actuarial assumptions. Actuarial funding surpluses are
amortized over fiveyears rather than twenty-five years. The assumed rateof interestwas increased from8%
9% per year. The salary scale assumption was lowered to 6.5% per year for the first five years of
employment and 5.5% per year thereafter, down fron 8% and 7%, respectively. Health care cost inflatin
was increased t0 9% rather than 8%. Turnover and dissbility assumptions were revised based on actual
experience in 1981 through 1985.

Effecuve duly 1,1990, the health care cost was changed from a flat9% to the folloving graduation™”

Year Per annum
1992 12.5%
1993 1.5
1994 10.5
1995 9.5
1996 8.5
1997 and thereafter 7.5

Tumowver, retirement and disshility assumptions were revised based on actual experience in 1986 through
1990. The mortality tables were set forward one year for male members and set backward four years for
female members: previasly, the nortality table had been set back one and one halfyears fordll members.

The cost of livirg al lovance was increased from 54% to 66%.
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Highlights

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

@

@
©)

@

present the results of a valuation of the Alaska Teachers™® Retirement System as of
June 30, 1991;

review experience under the plan for the year ended June 30,1991 ;

determine the appropriate contribution rate for the State and each school district in
the System:

provide reporting and disclosure information for firacial statements, govermmental
agencies, and other interested parties.

The report isdivided intotwo sections. Section 1 contains the resultsof the valuation.  kincludes
the experience of the plan during the 1990-91 plan year, the current annual ocosts, and reporting
and disclosure information.

Section 2 describes the basis of the valuation. ksummarizes the plan provisios, provides
information relating to the plan participants, and describes the funding methods and actuarial
assumptions used indetermining liebiliiesand costs.

The principle results are as folloss:

Funding Status as of June 30: 1990 1991
@ \Valuation Assets* $1,662,242 $1,779,579
@® Accrued Lichility* 1,895,030 2,075,405
© Funding Ratio, @/ ® 87.7% 85.7%

* Inthousands.

Employer Contribution Rates for Fiscal Year: 1993 1994
@ Normal Cost Rate 14.07% 9.05%
@® Past Service Rate 5.58% 6.54%
© Total Contribution Rate 19.65% 15.59%
(@ Three-year Average Rate 15.69% 16.80%
© Acuarial Projection Rate N/A 12.00%

William M. Mercer, Incorporated



In preparing this valuation, we have employed gererally accepted actuarial methods and
assumptions, inoconjunctionwith employee data provided tous by the plan sponsor and firencial
information provided by the audited report from Coopers & Lybrand, todetermine a sound value
for the plan lbilites. We believe that this value, and the method suggested for funding i are
in il compliance with the Governmental Accounting Standards Board, the Intermal Revenue

Code, and dll applicable regulatios.

Respectful ly submitted,

Peter L. Godfrey, FTA
Principal Associate
BRW/PLG/jls
Al 3, 1992

William M. Mercor, Incorporated



ANALYSIS OF THE VALUATION

As shown inthe Highlights section of the rgort, the funding ratio as of June 30,1991 has decreased from
87.7%1t085.7%, a reductionof2_0%. The total employer contribution rate has reduced from 19 . 65% of payroll
for FY93 1o 15.59% for FY94, a reduction of 4.06% of payroll. The three-year average rate has increased
from 15.69% of payroll for FY93 10 16.80% for FY94, a 1.11% increase. The increase in the three-year
average rate reflects the increase inthe total rate for FY93 1o 19.65% of payroll. The reasons forthe change
in the funded status and contribution rate are explained below.

1

Retiree Medical Insurance

As you are aware, retireemedical premium experience hes, inrecent years, caused large fluctuatios
inthe employer contribution rate. The folloving table summarizes the monthly premium per berefit
recipient since retiree medical berefits have been provided under PERS and TRS.

- -

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 9%6.34 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%

1991 243.98 -4% 12%
1992 243.98 - 11%

1993 226.90 -7% 10%

As you can see fromthe above table, the monthly retireemedical premium remained unchanged during
theyear, at$243.98. The premium forthe 1993 fisal year has reduced 10$226.90, adecrease of 7%.

Inyears priorto FY92, the post-65 premium rateswere increasing faster than pre-65 rates. The FY92
rates remained unchanged and the trend reversed inFY93. The post-65 FY93 rate reduced by 10.8%
whilethe pre-65 FY93 rate reduced by 2.6%. The combined effects of a reduction inthe FY93 rateand
the FY92 rate remaining unchanged resulted inan actuarial gain to the System from retiree medical
premiums.

Fluctuations inthe health premium affect not only the past service contribution rate (due to actuarial
gains and losses) but allso the normal cost rate. Last year™s medical premium experience resulted in
a reduction inthe normal cost rate of 1.76% and a reduction inthe past service rate of 1.25%.



Investment Performance

Investiment retumwas less than expected during the year resulting inan actuarial loss to the Sysiem.

The approximate rate of retum based on market values was 6.97%. The effect of the five-year
smoothing technique was a rate of retum based on valuation assets of 7.09%. As this ratewas lower
than the assumed rate of retum of 9%, the System experienced an actuarial loss from investment
performance equal 10 $31,706,000 which had the effect of increasing the total employer contribution
rate by 0.70%.

Salary Increases

In recent years salary increases have been less than anticipated inthe valuation assumptions. This
was again true lastyear but to a much less extent than inprioryears. Salary experience resulted in
asmall actuarial gainwhich generated a reduction inthe total employer contribution rateequal t©0.20%.

Employee Data

Section 2.2 provides statistics on active and inective participants. The number of active participants
increased 3. 7% from 8,586 at June 30,1990 t0 8,903 at June 30,1991. The average age of active
participants increased from 42_21 t0 42.28 and average credited service reduced from 10.62 to 10.48

years.

The number of retirees and bereficiaries increased 11.3% from 3,184 103,544, and tteiraverage age
decreased from 62,45 t0 61.64. There was a 21.0% reduction inthe number of vested terminated
participarts from 816 to 645. Their average age ¥l from 46.75 t045.57.

The overall effect of these participait data changes was an actuarial loss to the System, resulting in
an increase inthe past service rate equal 10 0.72%. These demographic changes also had the effect
of increasing the normal cost rate by 0.24%.

Retirement Incentive Program

The second Retirement Incentive Program has been available to participaits since June 30, 1989.
Stateemployees had util November 1,1990 to retireand other TRS participattshad to retireby August
1,1990 toqualify forthe RIP. The effects of the RIP can be seen inthe increase inthe number of new
service retiress between June 30,1989 and June 30,1991. There were 199 new retirees during the
year ending June 30,1990 and 507 new retirees during the year ending June 30,1991. Furthermore,
the average age of dl retiress decreased from 62.45 to 61.64 during the year ending June 30,1991
reflecting the younger average age of members retirirg under the RIP.

As with the first RIP, the cost isbeing borne by employers based on the actuarial value of the extra
berefits, calculated individally foreach employee electing to retire under the program. This cost B
being paid over a three-year periad. [Ifthe assumptions underlying the calculated cost of the RIP are
met, the total cost to the System willl be equal to the employers”payments.

Change in Actuarial Assumptions

The report on the Study of Actuarial Assumptions inOctober 1991 proposed a revised set of valuation
assumptions using the actual experience of the System during the five-year period 1986-90. The
analysis resulted inrevisions tothe assumptions forthe future heal th premium trerd, nortality ;turmover,
dishility, retirement and the percentage of bernefit recipients expected to remain in Alaska. The
investment retum assumption remained the same at9% per year. All assumptions are described in
cetail inSection 2.3 of the rgort.

The Study of Actuarial Assumptions disclosed that the overall effect on the firacial status of the
System due tothe revised assumptions isa2.7% increase inthe funding ratioand a 2.51% of payroll
reduction in the contribution rate.



7. Actuarial Projections

At the Fall 1991 Board Meetings, the TRS Board approved the use otan enhanced actuarial projection
system inthe valuation report thisyear, The same actuarial cost method isused, but the enhanced
system projects population growth patterms and threirassociated lishilities 25 years intothe future. By
also projecting plan assets, this report ineffect produces an actuarial valuation foreach of the next 25
years. Section 1.6, Actuarial Projections, contains the results of this analysis.

Thistype of information can be especial lyuseful totwo-tiered systems, suchas TRS. Allofthe projected
new entrants will be covered under the cost savings provisions of the second tir, so that the ultimate
effect of the second tieron plan ligiilitiescan be atticipated. As you can see inSection 1.6, based on
the actuarial assumptions and cost method, future contribution rates are expected todecline, and then
leel out In15 10 20 years.

We are proposing t the Board that sound actuarial principles would support leeling out this
ocontribution pattem to anticipate the second tiarprovisions coming intoeffect.  Inthisway, amore stable
contribution pattem could be adopted to help the State and school districts better budget retirement
expenses. Thisenhanced projection technique would be used annual ly so that a continuous tradking
of the contribution rate to the requirements could be made. Appropriate adjustments tothe ratewould
dill be proposed amually, but they should be much smaller than some seen inthe pest.

This enhanced projection and smoothing would replace the three-year smoothing of the contribution
ratesaurrentlyemployed by TRS. We recommend that the employer contribution rateadopted forFY94
be 12.00% under this approach.

This rate includes a degree of conservatism lor the folloving reasons:

1 Actuarial valuations are based on several assumptions, and the projection technique adds more.
Actual system experiencewillvary from that assumed, so adegree of margin isappropriatewhen

adopting a longer term rate.

2. Sound actuarial principles also suggest that retirement systems should fund employees herefits
while they are working. By leveling out the two-tier phenomenon, intergenerational ineuities
could ooaur. Since current contribution requirements are higher, the leel rate isset higher than
ittheoretically needs tobe, toallocate proportionately more of the cos! to current generations and
thus reduce the neuirties.

Summary

The follaoving table summar izes the sources of change in the total employer contribution rate:

%) Last year's total employer contribution rate (before smoothing) 19.65%
(£) Decrease npast service rate due to retiree medical insurance Q-25%)
(3 Decrease nnormal cost rate due 1o retiree medical insurance (.76%)
(4)  Increase due t investment performance 0.70%
(5) Decrease due to salary increases ©0.20%)
(6) Increase inpast service rate due todemographiic experience 0.72%
(7)  Increase innormal cost rate due to demographic experience 0.24%
® Decrease intotal employer contribution rate

due to change nactuarial assumptions (2.51%)
0) Total employer cotribution rate this year (before smoo”hing) 15.59%
(10) Effect of three-year smoothing 1.21%
(1) Smoothed rate 16.80%
(1© Effectof enhanced Actuarial Projection system (4.80%)
(13) Proposed employer cotribution rate 12.00%
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ACTUARIAL BASIS

Valuation of Liabilities

A.

Actuarial Method - Projected UnitCredit (nochange) - Lisbilitiesand contributions shown inthe report
are computed using the Projected Unit Credit method of iuding. The unfunded accrued lisility is
amortized over 25 years. Any funded surpluses are amortized over five years.

The dbjective under this method st fund each participant™s benefits under the pllan as they accrue.

Thus, each participant™stotal pension projected to retirementwith salaryscale isbrokendown intounits,

each associated with a year of past or future service. The principle underlying the method sthat each

wunit sfunded inthe year forwhich itiscredited. Typically, when the method s introduced there will be
an it Thillity for berefits credited forser  ice prioi to that date, and to the extent that this lihility s
not covered by Assets of the Plan there isan Unfunded Lisbility to be funded over a chosen period in
accordance with an amortization schedule.

An Accrued Ligbility iscalculated at the valuation date as the present value of benefits credited With
respect to service to that date.

The Unfunded Liahility at the valuation date isthe excess of the Accrued Lichilityover the Assets of
the Plan. The lewel annual payment to be made over a stipulated number of years to amortize the
Unfunded Lichility isthe Past Service Cost.

The Normal Cost isthe present value of those benefitswhich are expected 1o be credited with respect
1D service during the year beginning on the valuation date.

Under thismethod, differences between the actual experience and trat assumed inthe determination
of costs and lhilities willl emerge as adjustments inthe Unfunded Licbility, subject to anortization.

Actuarial Assumptions -

1 Interest 9% per year, compounded amually, net of expenses.
2. Salary Scale 6.5% per year for the first five years of employment and 5.5% per year
thereafter.
3. Total Inflatin Total Inflatian as measured by the Consumer Price Index for urban and
clerical workers for Anchorage isassumed to increase 5% annually.
4. Health Cost Trend 1992 12 5%
1993 11.5%
1994 10.5%
1995 9._5%
1996 8.5%
1997 and later 7.5%
5. Mortality 1984 Unisex Pension Mortality Table, set forward one year for male

members and set backward fouryears for female members. All deaths are
assumed to result from nonoccupational causes.
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6. Tumower Based upon the 1986-90 actual o tumoer eqeriae. (SeeTable D).

7. Disshility Incidence rates based upon the 1986-90 actual experience, inaccor-
dance with Table 2. Post-dissbility mortality in accordance with rates
published by the Pension Benefit Guaranty Corporation to reflect mortal-
ityof those receiving disshility benefits under Social Seaurity.

8 Retirement Age Retirement rates based upon the 1986-90 actual experience in accor-
dance with Table 3.
9. Spouse”s Age Wives are assumed to be four years younger than husbands.

10. Dependent Children Berefits to dependent children have been valued assuming members
who are not single have one dependent cild.

1. Contribution Refunds 100% of those terminating after age 35 who are vested will leave treir
contributions inthe fund and thereby retain treirdeferred vested barefit.
All others who terminate are assumed to have treir contributions re-

funded.

2. C.O.LA. Of those berefit recipients who are eligible for the C.O.L.A., 66% are
assumed to remain nAlaska and receive the C.O.L.A.

13. New Broants Growth projectionswere made fortheactive TRS population under three
scerariocs:

Pessimistic: 0% per year
Median: 1% peryear
Qptamistic: 2% per year

14. Sick Leave 4.7 days of unused sick leave foreach year of service will be available to
be credited once the member is retirad.

15. Expenses txpenses are covered inthe interest assumption.
Valuation of Assets

Based upon the five-year average ratiobetween actuarial and book values of the System s assets. The
actuarial value of assets equals the market value, except that fixed 1ncome investments are carried at
book value. Assets are accounted foron an accrued basis and are taken directly from audited firercial
statements provided by Coopers & Lybrand. Valuation assets cannot be outside the range ofbook and
actuarial values.

Valuation of Medical Benefits

Medical berefits for retiress are provided by the payment of premiums from the fud. A pre-65 cost
and loner post-65 cost (due to Medicare) were assumed such that the total rate for dl retiress equals
the present premium rate. These medical premiums are then increased with the health Inflation
assumption. The actuarial cost method used forfunding retirement benefits isalso used to fund health

berefits.

For FY92, thepre-65monthly premium 5$318.94 and the post-65 premium 5$121.50, based on a total
blended premium of $243.98. For FY93, the pre-65 monthly premium is$310.80 and the post-65
premium B%$108.37, based on a total blended premium of$226.90. These rates and the pre-65/post-
65 glitwere provided by Deloitte & Touche.



TABLE 1

v ALASKA T&%J
-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
Year of
Employment Rate Ages Rate
1 26 20-39 -3
2 2 40+ 2
3 16
4 12
5 n
6 .10
7 -
8 .®
9 ™
10 -
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Table 3

Alaska TRS MriVim
Retirement Rates

Age at Retirement
Retirement Rate



PARTICIPANT CENSUS INFORMATION
ASOFJUNEJ)

Active Members

@O Number

@ Number Vested

® Average Age

@ Average Credited Service

® Average Annual Salary $44,710 $43,966 $44,596 $45,388 $47,473
Retirees and Beneficiaries

@ Number

(@ Average Age

® Average Monthly Berefit

Base

Vested Terminations

@O Number

(@ Average Age

® Average Monthly Berefit

Non-Vested Terminations With Account Balances

@O Number

(@ Average Account Balance



STATISTICS ONALL RETIREES AS OF JUNE 3D

Service Retirements

@ Number, PriorYear

(@ Net Change During Year
® Number, This Year

@ Average Age At Retirement
G Average Age Now

® Average Monthly Berefit

Surviving Spouse s Benefits

@ Number, PriorYear

(@ Net Change During Year
® Number, This Year

@ Average Age At Retirement
®B) Average Age Now

® Average Monthly Berefit

1997

1,922
272
2,14
56.06
63.52
$1,672

69

1

70
53.93
63.49
$750

Survivors Benefits (other than spouses)

@ Number, PriorYear

@ Net Change During Year
® Number, This Year

@ Average Age At Retiremrent
®) Average Age Now

® Average Monthly Berefit

Dissbilities

@ Number, PriorYear

(@ NetChange During Year
® Number, This Year

@ Average Age At Retirement
® Average Age Now

® Average Monthly Berefit

Total Number of Retirees

32
39.04
46.77

$1,746

73
80
44.00

49.93
$2,075

2,376
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2,149
566
2,760
5.1
61.84
$1,793

70
15
85
55.83
66.74
$708

32

36
36.15
4466

$1,513

PRy

44.39
49.87
$2,125

2,972

1999

2,760
110
2,870
.01
62.25
$1,834

85

18
103
55.56
67.26
$738

36

35.42
43.73
$1,652

a

44 .22
49.71
$2,267

3,098

1990

2,870
78
2,948
54.80
62.84
$1,879

103

108
55.76
67.79

$794

35.42
44.73
$1,661

94

97
44.18
50.14

$2,304

3,184

1991

2,948
374
3,322
54.14
61.82
$1,950

108

17

125
54.44
65.95
$1,003

€Y
1

23.81
41.68
$544

97
@
9%

44.15

50.33
$2,358

3,544



SUMMARY OF THE ALASK Tf?’Ath' ERS'RETIREMENT SYSTEM

(@ Effective Date
June 30,1955, with amendments through June 30,1991. Chapter 97,1990 Session Laws of Alaska,
created a two-tier retirement system. New members who are firsthired under the TRS after June 30,
1990 are entitled to differant berefits than those members who were hired before July 1,1990.

(@ Adnministration of Plan
The Commissioner of Adninistration is responsible for adninistration of the system; the Alaska
Teachers™ Retirement Board prescribes policies and adopts regulations to carry out provisions of the
system; and the Commissioner of Revenue invests the funds. The Attormey General represents the
system in legal proceedings.

(3) Membership
Membership inthe Alaska TRS scompulsory forthe folloving employees:

certificated full-tire and part-time elementary and secondary teachers, certificated school
nurses, and certificated employees In positions requiring teaching cartificates;

the Commissioner of the Alaska Department of Education and certificated supervisors employed
by the Department of Education inpermanent positions requiring teaching cartificates;

University of Alaska full-tine and part-time teachers, and full-tire adninistrative employees n
positions requiring academic standing fapproved by the TRS adninistrator (employees who
elect to participate inthe Lniversity of Alaska™s optional retirement plan are excluded);

certain full-tire or part-tine teachers of Alaska Native language or culture who have elected to
be covered under the TRS;

members on approved sabbatical leave under AS 14.20.310; and
certain State lggislators who have elected to be covered under the TRS.

TRS members who receive TRS disbility berefits are also covered under the TRS and eam
membership service while they are on dissbility.

Additicelly, employees who work half-tine in the TRS and half-time in the Public Employees™
Retirement System (PERS) simultaneously are eligible for half-time TRS and PERS aedit.

@ Credited Service
A year of membership service isdefined tobe the same as a school termwhich iscurrentlyaminimum
of 172 days, and fractional service aadit ison a daily rate besis. Credit isgranted foralAlaskan public
school service.

TRS members may claimTRS aedit for the folloving service:
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Outside teaching service. Members may claim up to ten years of outside service for treir
employment in aut-ofstate schools or Alaska private schools. Outside service includes
employment as:

@ ortificated full-tireelementary and secondary teachers and certificated full-tireemploy-
ees npositionswhich require teaching certificates as a condition of emp loyment with out-
ofstate public schools and approved or accredited nonpublic schools ertrer insice or
outside of the United States supported by U.S. funds;

O full-are employees n aut-of-state irstatudas of higher leaming requiring academic
standing and accreditation; or

© full-ane teachers in approved or accredited nonpublic irstitutias of higher leaming in
Alaska.

Contributions are required forservice which isclaimed. For members firsthired after June 30,1978,
the Tl actuarial cost of providing berefits for the service will be borne by the member. Credit for

fractioal years of outside service isnot alloned.

«

«

«

Part-time teaching service. Members receive one-half year of membership service foreach
year as a part-time teacher.

Militaryservice. Members may claimup tofiveyears of military service; however, thecombined
total of outside and military ser/ice may not exceed ten years, unless entry into the nilitary B
immediatelypreceded by TRS serviceand follovingdischarge iscontinuedby TRS servicewithin
one year. Contributions are required for service which isclaimed. Credit for fractiaal years of
military service isalloned.

Bureau of Indian Affairs (BIA) service inAilaska. Members may claimtreirAlaskaBIA service
as professional educators and certificated full-tine teachers in positions reguiring teaching
artaficates. Contributions are required for service which isclaimed. Credit for fractioal years
of BIA service isalloned.

Retroactive service. Members may claim treir earlier Alaskan service thatwas not creditable
at the time occurred, but later became creditable because of legislative change. Retroactive
contributions are required forearlierservice that occurred afterJune 30,1955. Contributionsare
not required for service before July 1,1955.

Unused sick leave. Members may claimtheirunused sidk leave after they retire. Contributions
are not required.

Leave ofabsence without pay. Members may receive aadit fortteiremployer-approved leave
of absence without pay. Contributions are reguired.

Computation of Average Base Salary

A member " s average base salary isdeterminea oy averaging the highest base salaries that themember
received forany three years of membership service duringwhich the member received compensation

for at lesst wo-thirds of each school year.
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Employer Contributions

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

Employee Contributions

Mandatory Employee Contributions: 8.G5% of base salary. Employee contributions are deducted
from the gross salary before federal income tax iswithheld.

Note: PriortoJanuary 1,1991, theratewas 7%. Employee contributionswere deducted from thegross
salary after federal income tax was withheld.

Interest Credited: 4.5% compounded annually on June 30.

Refund of Contributions: IFa member terminates TRS employment, the balance of the member*s
account (mandatory contributions, indebtedness payments and interest earned) may be withdrawn by
the member .

Note: The contribution accounts of terminated members may be attached tosatisfyclaims made under
Alaska Statute 09.38.065, federal income tax levies and valid Qualified Domestic Relations Orders.

Reinstatement of Contributions: Kmandatory contributions arewithdrawn, the member must retum
tTRS employment inorder to reinstate the refunded service. Upon reemployment, an indebtedness
will be established forthe amount of the refund. Contributions that are attached to satisfy claims under
Alaska Statute 09.38.065 or a federal tax lewwmay be reinstated atany time; themember snot required
reumtTRS employment. The indebtednesswill accrue interest il kispaid infullor the member
retires, whichever occurs first

Refund at Death: Fmonthly survivor's benefits are not payable upon the member s death, the
member* s contribution account balance, including mandatory and supplemental contributios, indebt-
edness payments, and interest earmed, will be paid tothe designated bereficiary. When the member
has more thanone year of TRS service, the beneficiarywill also receive $1,000 plus $100 foreach year
of membership service (hot to exceed $3,000). An additional $500 may be payable ifthe member B
survived by dependent chilldren.

1% Supplemental Contributions

Ifa member first joined the system before July 1,1982 and elected to participate inthe supplemental
contributions provision, a spouse”s pension and/or survivor™s al lowance may be payable to hisor her
spouse and dependent children. To participate, the member must conmtribute an additional 1% of his
or her base salary. An election to participate must be made no later than 90 days after marriage, the
birthor adoption ofa child, or reemployment inthe system iftherewas at lessta twelve (12) month break
nsavice.



© Normal Retirement Highality
The firstof the month folloving the earlier of @) or (B) below:

@ Upon attaining age 60 (age 55 formembers who participated before July 1,1990) and meeting
one of the folloving service requirements:

@® Eigit years of fullyaid membership service: or
@ 15 years of fullypaid creditable service, the lesst five of which have been membership
sarvice; @fhired afterJune 30,1975 amember needs eight yeai s of ful ly—paid membership

ervie); or

@) Five years of fullypaid membership service and three years of fullyaid Alaska B_1_A.
service; or

() 12 yearsof combined part-time and full-tn e fully~aid membership service (at lesst one-
halfyear each); or

() two years of fullyqaid membership service if the member is vested in the Public
Employees™ Retirement System;

® Atany age after meeting one of the following service requirements:
@® 25 years of fullyaid creditzble service, the last five of which are membership service; or
@ 20 years of fully-paid membership service; or

@) 20 yearsof fullymidcombined membership serviceand Alaska B.1.A. service, the lesstfive
ofwhich are membership service.

(@) 20 years of combined part-time and full-tire fully~paid membership service (@t lesst one-
half year each).

A member who has been receiving TRS disshility berefits is eligible for a service retirement
berefit upon satisfying normal retirement digility.

(0 Normal Retirement Benefit

Two percent of average base salary for the first twenty years of service, and 2.5% for dl remaining
years. Service before July 1,1990 kscredited at 2%.

Minimum Berefit: $25 per month foreach year of credited service.
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Early Retirement Eligibility

Upon attainingage 55 (age 50 formembers who participated before July 1,1990) and meeting one of
the folloving service requirerents:

@ Eigit years of fullypaid membership service; or

® 15 years of fullyqaid creditable service, the lsst fiveofwhich have been membership service; Gf
hired after June 30,1975 a member needs eight years of fully-paid membership service); or

© Fiveyears of fullyaid membership service and three years of fullyaid Alaska BJ_A. service;
or

@ 12 years of combined part-time and full-tiremembership service @t lesst one-half year each);
or

® two years of fullypaid membership service ifthe member Bvested in the Public Employees”
Retirement System.

Early Retirement Benefit

Actuarial equivalent of the normal retiremant benefit based on service and salary to early retirement
cate.

Deferred Benefit

Higiility:

Refer to (@ Normal Retirement Eligibility and (11) Early Retirement Eligibility (page 25 -26).
Withdrawal of employee conlributions wids rigts to berefits.

Amount: Refer to (10) Normal Retirement Benefit and (12) Early Retirement Benefit, above.
Indebtedness Owing At Retirement

IFon the date of appointment 1o retirement, a member has not paid the Tl indebtedness amount
including interest to the retirement fud, the member 5 retirement benefit will be reduced for lieby an
amount equal to the actuarial equivalent of the outstanding indebtedness at the time of retirerent.

Re-employment of a Retired Teacher

Ifa retirad member is reemployed ina position covered under the system, the retirement benefit will
be suspended during the period of reemployment. During such period of reemployment, retirement
contributions are mandatory.

A member who retumstoTRS employment after retirirgunderthe Retirement Incentive Program RIP)
wall:

@ fafeitthe three years of incentive aredits that were granted; and

® Dbe indebted to the system inan amount equal t© 110% of the bernefits that were paid because
of the member " s participation inthe RIP, including health insurance costs. The indebtedness
reduced by the amount that the member paid to participate.
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Disability Retirement Benefits

A dishility retirement benefit may be paid ¥a member becomes permanently disabled before the
normal retirement date and has at lesst five years of fullyaid membership service.

The berefit s equal t© 50% of the disabled member & base salary inmediately prior to becoming
disabled. This berefitwilll be increased by 10% of the member % base salary foreach minor child up
toa maximum of 40%.

When the disabled member becomes eligible for normal retirement, the dissbility berefit will terminate
and themembe r will be appointed tonormal retirarent. The normal retirement benefitwill be computed
as ifthemember had been inmembership ser/ice during the period of dissbility.

Death Benefit Before Retirement
Nonoccupational Death

Upon a nonoccupational death ofa member who has made no supplemental contributionsorwho made
supplemental contributions for lessthanone year and has completed lessthan one year ofmembership
service, a lump-sum benefit sall be paid to the designated bereficiary.

The lump-sum berefit s the member s contribution account balance, including mandatory and
supplemental cottributions, indebtedness payments and interest earmed.

ifthemember kinactive service at thetimeofdeath and has completed at lesstone yearof membership
srvice, but isnotvested, the beneficiarywillalso receive $1,000 plus $100 foreach yearof membership
service (ot to exceed $3,000). An additional $500 may be payable iFthe member is survived by
dependent chilldren.

Upon a nonoccupational death of a vested member or deferred vested member who has not made the
required supplemental contributions, the surviving spouse may elect to receive the berefits described
inthe previous paragraphora 50% jointand survivoroptionbased on themember Saverage base salary
and credited service at the time of death.

Occupational Death

Upon an occupational death ofa member who has not made the required supplemental contributions,
a monthly survivor’s pension equal t©4 0% of the base salary at the time of death or disbility, ifeardier,
may be paid tothe spouse. [Ifthere in0 spouse, the pension may be paid tothe member Sdependent
dhildren. On the member s normal retirement date, the benefit converts to a normal retirerent berefit
based on the member*s average base salary on the date of disshility or death and credited service,
including the period from the date of dissbility or death to the normal retirement date.

Death Benefits After Retirement

¥a member had received retirement benefits prior to his or her death, the designated beneficiary will
receive the member 5 contribution account balance, minus any benefits already paid. However, ifthe
member elected one of the jointand survivor options (50%, 66-2/3% or 75%) at retirement, an eligible
spouse would receive a continuing monthly berefit for the rest of hisor her lie
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Survivor s A* lowance -Supplemental Contributions

IFa member has made supplemental cotributions for at least one year and dies while inmembership
service, or while receiving TRS disshility berefits, or if the member has made supplemental
contributions for at leest five years and dies while on retirement or indeferred vested status, and B
survived by dependent children, the surviving spouse and/or dependent children are entitled to a
survivor's al lonance.

The allowance for the spouse sequal t 35% of the member s base salary at the time of death or
dishility, plus 10% for each dependent child up to a maximum of 40%. The survivors allowance
commences the month folloving the member *s death. When there isno longer an eligible dependent
dild, the survivor™s al lowance ceases and a spouse”s pension becomes payable.

Spouse s Pension -Supplemental Contributions

Famember has made supplemental contributions for at least one year and dies whille nmembership
sarvice, or while receiving TRS disshility berefits, or if the member has made supplemental
contributions for at lesst five years and dies while on retirement or in deferred vested statis, the
surviving spouse ks attirtled 1o receive a spouse”s pension.

The pension isequal t050% of the retirement benefit that thedeceased member was receivingorwould
have received ifthe mnember had been retired at the time of death. The spouse”s pension commences
the month followving the member " s death or cessation of the survivors allonance. The pension ceases
when the spouse dies.

Post-Retirement Pension Adjustment

A post-retirement pension adjustment will be issued to an eligible benefit recipient each year ifthe
consumer price index (CPI) increases during the prior calendar year. The adjustment to the barefit,
excluding the asst-of-livirg al lonance, will be:

@ 75% ofthe CPI increase (not to exceed 9%) for recipietswho are at lesst age 65 oron TRS
dissbility: or

G 50% ofthe CPI increase (ot to exceed 6%) for recipientswho are at lesst age 60 but under 65,
and for recipiats who have been receiving benefits for at lesst eight years who are under age
0.

(Ad hoc PRPA*™s of up t04% may be issued to retirees who were firsthired before July 1,1990
ifthe CP1 has increased and the firancial condition of he fund will permit an adjustment).

Cost-of-Living Al lowance
Starting at age 65, a retired member who remains inAlaska iseligible for a aost-of-livirg al lowance

(COLA) equal to 10% of the base retirement barefit. Members who were firsthired before July 1,1990
orwho are receiving dissbility benefits are eligible for COLA, regardless of age.
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ORGANIZATION

STAFF
Commissioner Chief Investment Officer Investment Officers
Darrel J. Rexwinkel Robert D. Storer Michael S. Chueung, Marketable Debt
MartinW. Lertz, Real Estate
Deputy Commissioner Comptroller Cash Management
Brian C. Andrews Mark W. Prussing, CPA Vernon B. Voss
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Miller, Anderson & Sherrerd Real Estate Consultants
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State Street Bank & Trust Co. Atlanta, Georgia
N. Quincy, Massachusetts San Diego, California
Equity Real Estate Domestic Equity Evaluation
Managers/Advisors SEI Funds Bvaluation Services
San Francisco, California
Aetna Ceprtal Management
Hartford, Connecticut Intermational Equity Evaluation
Equitable Real Estate Investment The WM Company
Management, Irc. Edinburgh, Scotland

[rvine, California .
John Hancock Propertics, . Independent Auditors
Boston, Massachusetts KPMG Peat Marwick
JMB Irstitutiael Realty Corporation Anchorage, Alaska
Chicago, lllinois

Karsten Reality Advisors Global Master Custodian

Los Angeles, California State Street Bank & Trust Co.
J.P. Morgan Investment Management, Irc. N. Quincy, Massachusetts

New York, New York
Sentirel Real Estate Corporation

Bellevue, Washington Investment Operations Advisory Committee

John W. BEglish, Chairman
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Mark T. Fimén
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Ronald J. Surz
Centurion Trust Company
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Citibank Investment Management
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WALTER J.NICKEL, GOVERNOR

Vv* m m m
DEPARTMENT OF REVENUE P 0. BOX 110400
JUNEAU, AK 99B11-0400
OFFICE OF THE COMMISSIONER Er o) 2ee 2900

am pleased t present the Department of Revenue®s second annual Teachers”Retirement Trust Fund
(Fund) ReportofAssets. The successes ofmanaging the Fund infisal year 1992 were many. The Treasury
Division within the Department was instrurental in achieving the successes.

When we ended the 1992 figal year, the Fund had grown ©$2.0 billindollars. This growth was established
by investment eamings of $208.8 millicn and net cortributions of $2.1 million. My resposibility for the
continued positive investment performance of the Fund isone which Itake very seriosly.

The $208.8 milliondollars of investment income represents an investment retumtothe Fund of 11.2%. The
actuarial rate of retum assumption adopted by the Teachers®™ Retirement System (TRS) board 59.0%. The
investment rateof retum assumption sused by the actuary to calculate the funding requirements of the TRS.

When the actual investment performance exceeds the investment assumption rate, a higher "“funding ratic"
will resuit

The “funding raticd’ (1.e. the ratio of plan assets to actuarial lhilites) isa measure of the finacial health of
retirement plans. A plan issaid to be "fully funded when misassets are equal 1o itsactuarial lihilities. The
differences inactuarial assumptions that underlie the calaulations, however, make a precise measurement
difficiit

For the 1991 fisal year, the funding ratio far TRS ®llby 2% t©88%. The primary reason for thisdecrease
was the actuarial change tothe TRS demographics. At88% TRS would dillbe considered firancially sound.
Fiscal year 1992"s positive investment performance willl helpachieve a higher “funding ratic " forTRS. My goal
istomanage the Fund”s investments so investment eamings continue tomake positive contributions toward
achieving a 100% "*funding ratio."

To achieve thisgoai within the investment standards expected of a prudent investor, lauthorized the folloving
strategic management activities to take place:

Dorn & Helliesen,an investment advisory firm, was selected tohelp us with the devellopment and
implementation of an asset allocation plan for the Fund. The asset allocation plan addresses
furtherportfolioassetdiversific: itiontoincludesmal I-capdomestic equity stocks and inmtermatioal
Tixed-income searrities.

We continued to use the Investment Operations Advisory Committee for investment manage-
ment review and recommendations.

1 assisted with drafting legislation which created an eight member Alaska State Pension
Investment Board (Board). This legislatilmwas enacted and signed into law, becoming effective
July1,1992. The eigitmember boardwillassumethe fid.ciary regponsibilityofthe Fund™s assets
by July 1,1993. Formation of the Board s underway with the first meeting slated for January
1993. Four members (two members each) from the Teachers”Retirement System and Public
Employees™ Retirement System will be elected. Three members will be appointed by the
Govermor. One of these members will represent participating employers of the TRS. The
Commissioner of Revenue s statutorily named to the Board.

116



The Board represents a blending of plan sponsor and bereficiary interests. All Board
members will be subject to the prudent investor standard. This standard requires dl
investments of the Fund be made with the care, ddll and diligence of a prudent professional

with investment expertise.

O The folloving people were hired during the past year: Brian C. Andrews as Deputy
Commissioner, Treasury; Robert D. Storeras Chief Investment Officer; and Mark W. Pressing
as Treasury Conptroller. Their experience and expertise have lait themselves well 1o the
investment management of the Fund.

kkisclear by the positive investment retum for fiscal year 1992 that the above management activitieswill
contribute positively toa "fullyfunded TRS status and will lowerthe contribution rate requirement fromthe

plan sponsors and participating employers inthe years to come.

As fidciary to the Fund, Ipledge to continue the management of the Fund™s assets inthe best interest
of the bereficiaries.

Iwelcome any comments or questions you may have regarding the rgort.

Darrel J. Rexwinkel
Commissioner of Revenue
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192 ANNUAL FINANCIAL REVIEW

Creation and Purpose

The Teachers’Retirement System Trust Fund (Fund) isestablished by Alaska Statute 14.25.010 The Fund
holds the assets of the Teachers’Retirement System (TRS). These assets are comprised of investments
of various kinds, predominantly stocks and bonds. The Fund was created to pay retirement benefits to
employees participating inthe retirement plan administered under the TRS. The retirement plan isa defined-
berefit plan inwhich berefit levels foreach employee are determined by length of employment and highest
average salary. The plan i a joint-antributory plan inwhich both the employee and the employer make
cortinuing cotributions, calculated as a percentage of current salary. Employee contribution percentages
are fixed by statute. Employer contributionsare determined annually by the TRS board based on evaluations
of the Fund by a consulting actuary. The plan isconsidered to be perpetual because applies to future as
vell as current employees and because the employers (State and municipal governments or plrtical
subdivisions) are perpetual innature.

Participating employers are bound by the Alaska Constitution to pay the plan™s berefits.  Although berefits
could be paid on a pay-as-you-go besis, the existence of a Fund serves two purposes. For the employer, &
distributes contributions over an employees years of service. For the employee, Kprovides a form of
assurance that employers will meet their doligatios.

Fiscal 1992 Annual Financial Results

Market Environment

Afterthe Uniited States” success inthe GulfWar, fisal year 1992 started out with signs of a strong economic
recovery. However, as the year progressed, certain economic conditions continued to hinder the strength of
thisuptum. Money supply continued to increase ata slow rateof 2% a year, the housing sectorwas only able
o post a modest recovery and the reluctance of firencial institutias 1o extend aradit continued to impede
economic growth.

The recovery had clearly stalled by December 1991. Ina desperate move, the Federal Reserve Bank aut
the discount rate a Tl percentage point during tret month inorder to prevent the economy from sliding back
inba recession. Prompt actions by the Federal Reserve Bank improved market psychology. As a resllt,
consumer spending increased by a4 . 9% annual rateduring the thirdquarter of fisal year 1992. Intum, Gross
Domestic Product grew ata 2.7% annual rate during the same quarter.

During the faurthquarter, honever, economic signs again pointed toward a lackluster recovery. The strength
inconsumerspending thatwas seen inJanuary and February faded as consumers turmed cautious, irdstrial
production only improved sligitly and employment reports continued to signifya bleak employment situation.
This prompted the Federal Reserve Bank to lower the discount rate from 5.5% to 3.5%.

An accommodating monetary policysuch as thistypically results ina vigorous economic recovery, alongwith
strong growth inmoney and aadit. However, even with the economic thyottlewide open, the economy was
slowtaccelerate. This may be due tothe significat increase inthe assets outside the banking system and
structural problems such as the large Federal defiat.



The weak economy and an accommodating Federal Reserve Bank enabled marketable debt investments
1o provide retums higher than those achieved by equities. InFY 1992, the Lehman Brothers Government/
Corporate Index posted a 14 .20% retum. A low interest rate environment, coupled with an anticipated strong
economic recovery, resulted ina loner, but sl strong, performance from the equity market. The Standard
& Poors 500 Index posted a 13.4% retum for the fisal year.

Total Fund Returns

The Fund earned $158.1 million nrealized net income NFY 1992 versus $127.6 million inFY 1991. Realized
ret income iscash actually received by the Fund, such as dividends paid on stodks, interest paid on bonds,
Tees and other income earned on equity real estate and realized cpital gains. Real ized cgpital gains were
$56.3 million inFY 1992 and $17.5 million inFY 1991.

Total retum measures real-
ized net income plus the net
change nunrealizedgainsand Teachers, Retire t Trust Fund
locs. 0N 2 o) retum ates of Return
besis, the Fund earmed $208.8
million n FY 1992 as com-
pared © $124.1 million inFY
1991. This amount includes
both the realized income of
$158.1 million and a $50.7
millian net increase inunreal-
ized gains.
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equitiesand then intermational

equities. Mortgage loans and real estate equities had negative retums forthe fisal year. The fiveyear rate
of retum (annualized, time-weighted, rollilgaverage) as ofJune 30,1992 was 8.8%. This isnearthe actuarial
assumption of a long-term rate of retum of 9 . 0% for future periods.

Asset Allocation
Marketable Debt Securities

Marketable debt seaurities, consisting of high quality investment grade seaurities, accounted for47 . 5% of the
total Fund assets at fisal year-end.  This allocationwas comprised of48% Federal Government and Agency
ssaurities and 52% high grade corporate bonds. Over 98% of the Fund™s debt seaurities have an "'A” ratdng
orbetter. The weighted average lifeofthe debt portfolioat fiscal year-endwas justunder 10 years. Investment
management emphasized the 6 -10 year maturity range because ssaurities inthis range tended to provide
higher rates oi i™iumwhi le protecting against the price \olatility typical of longer naturities. At the end of FY
1992, the Fund had 44% of itsdebt seaurities inthis maturity sector.



During the fisal year, the yield of the 30 year U.S. Treasury bond declined fron8.41% t©7.78%. Inaperiod
of declining interest rates, a strategy of investing in longer maturities has a positive effect on investment
results. For this reason, investment management structured a portfolio of debt securities with an average

Teachers' Retirement Trust Fund

A sset Allocation

Equities 40.0%

Bonds 47.0%
June 1992

Equities 40.0%

Bonds 44.0%
June 1991

maturitywhich ismoderately longerthan many corporateor state portfolics. The portfolioearned a total retum
of 15.1% inFY 1992 which s .90% above the benchmark index retum of 14.2%.

Interest earned on debt seaurities nfisal year 1992 totaled $74 million. The fisal year ended with realized
gains of $15 millicn and unrealized gains of $35 millin. Investment management was a net buyer of $95
million of debt securities during the fisal year.

Domestic Equities

The calendar year closed seeing
the Dow Jones Indstrial Aver-
age (3,1683) and the S & P 500
Index (417) rallyirg to dl time
highs from the six month low on
December 10,1991 (2,863)- This
305 poirt rallyover a three month
period illustrates the need to be
Tully invested at dll times. Uncer-
tainty about the economic envi-
ronment during the lestsixmonths
of the fisal year produced mixed
results for the domestic equity
market. For the fisal year, the
Dow Jones Irdstrial Average had
a positive retumof 17 . 7% and the
broader based S & P 500 Index
retumed 13.4%.
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The structure of the Fund s domestic equities changed in December with the dismissal of United Capital
Management as an equity manager. The funds were transferred to Invesco Capital Management. The
indexed portion of the domestic equitieswas also restructured froman S & P 100 emphasis toan S & P 500
weighting. During FY 1992, thedomestic equity portionofthe Fund increased by $80.4 millint$795.7. This
asset class represented 39% of the total Fund and provided a retum of 12% for the fisal year compared to
the S & P 500 index retum of 13.4%. Investment management believes that the changes outlined above,
along with anticipated changes inFY 1993, will improve the Fund™s domestic equity performance.

International Equities

Despite the 21% drop inthe Japanese stock market during the fisal year, the Fund s intermatioal equity
allocation had a rate of retum of 7.1%. The overall EAFE index ended the fisal year with a retum of -_7%,
The Fund 3 favorable performance was due tothe managers’under-weighting of the Japanese market.

For the fisal year, intermatioal equities increased $6.-8 milllion o total $116.7 millin, representing 5.8%
of the total portfolio.

Real Estate Equities

The real estate equity allocation isa holding of comminglled funds consisting of diversified properties. The
market value of real estate equities decreased during the fisal year by $10.3 million to to@al $70.5 millian,
providing a retumof-13.0% compared tothe NCRE I F index retumof -7_.2%. The real estate equity allocation
comprised 3.6% of the Fund as of fisal year-end.

These irstituiicral-grace funds are managed by seven professional real estate investment fims. TRS
invested inthese funds principally n 1980 and 1984. No new investments have been made since 1937.

The real estate Industry s none of the most diffialtperiods indecades. Ingereral, real estate markets are
suffering from over-building invirttaelly dll market sectors. The good news isthat new construction across
the country isvirtally at a staosall.

As the economy Improves and excess capacity isabsorbed, this investment class of assets should improve

inoerall performance. Investment management believes the real esta e equity allocation ispositioned ©
realizefuture retums more quickly thanthebenchmark NCRE I F index because ofthe Fund Sbias toward retail
and nultifamily sectors.

Teachers’ Retirement Trust cund

Real Estate Equities
June 30, 1992

Rcsidemal 30.0% Energy Sts 1-1,0%



Real Estate Mortgages

The Fund continued its investment policy of not making direct residential ana commercial real estate loas,
due to the low liquidity, high ridk, and adninistrative expense of this type of investment. The market value
of real estate loans totaled $66.0 million at year-end representing 2. 9% of the total Fund. This allocation
returmed -11.0% forthe year ending June 30,1992. A major reason forthis performance was management3y
decision t increase the allowance for loan loss 1o reflect an estimated market value. This presentation of
a ret realizeble market value Isconsistent with the presentation of other asset allocations of the Fund.

Conclusion

The assets of the Fund came imtobeing and have grown because employers and employees have paid more
into the Fund in the form of contributions and eamings on those contributions than has been paid out In
berefits. Investment retums have significantly increased the Fund™s assets.  Contributions from participats
approximately match berefits by design inorder to provide reasonable assurance that sufficient assets will
be available to make berefit payments when they are needed.

The Fund continues tobe a well diversified, prudently managed portfolioto insure the growth and stability of
the Fund for current and future participants.

Teachers' Retirement Trust Fund
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INDEPENDENT AUDITORS'REPORT

State of Alaska
Department of Revenue
Treasury Division

We have audited the accompanying balance sheets of the Teachers®™ Retirement Trust Fund
(Fund) as of June 30, 1992 and 1991, and the related statements of investment income and
changes infur.d balance restricted for bereficiaries, and cash floas for the years then ended.
These firacial statements are the respasibility of the Fund®s management. Our resposibility
Bt express an gpinion on these tmancial statements based on our adits.

We conducted our audiis in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whetherthe firacial statements are free of material misstatement. An audit includes examining,
on atest besis, evidence supporting the amounts and disclosures inthe firacial statements. An
adit also includes assessing the accounting principles used and sighificant estimates made by
management, as well as evaluating the overall firarcial statement presentation. We believe that
our audits provide a reasonable basis forour gpinion.

As described innote 1, the finacial statements of the T eachers’Retirement T rust Fund represent
only the investment portfolio of the State of Alaska Teachers®™ Retirement System.

Inour opinion, the firencial statements referred to above present fairly, in dl material respects,
the firacial position of the Teachers’Retirement Trust Fund as of June 30,1992 and 1991, and
the results of its investment operations and changes infund balance, and mscash floas for the
years then ended in conformity with generally accepted accounting principles.

September 4,1992

KPMG Peat Marwick

Cartified Public Accountants

601 West Fifth Avenue, Suite 700
Anchorage, Alaska 99501-2258

Member Fim of Klynveld Peat Marwick Goerdeler



BALANCE SHEETS

June 30,1992 and 1991

(000% omitted)
ASSETS 1992
Investments, at market
Marketable seaurities:
U.S. Government debt $ 424,620 $ 420,898
Federal agency debt 22,846
Corporate bonds 493,450 372,433
Domestic equity pool 795,659 15,287
Intermational equity pool 1.16,8.0. 109.947
Total marketable seaurities 1,853,255 1,618,565
Mortgage loans 78,525 82,941
Allowance for loan losses (12,5%) “4.,57%)
Net mortgages 65,927 78,367
Real estate equities . 7.0,478. m.828
Total investments 1,939,660 1.777.760
Receivables:
Interest 19,168 17,507
Due from () general investment fund a.o2) 1.129
Total receivables 18.146 18.636
Cash and cash equivalents 12.498 17.200
Total assets $2,020,304 $1,813,596
FUND BALANCE
Fund balance restricted for beneficiaries $2,020,304 $1,813,596

See accompanying hotes to financial statements



TS OF INVESTMENT INCOME AND CHANGES IN
ALANCE RESTRICTED FOR BENEFICIARIES

Years Ended June 30,1992 and 1991
(000 omitted)

STATEMEN
FUND B

Investment income:
Income:
Interest
Marketable seaurities
Mortgage loans
Total interest

Dividends:
Domestic equity pool
Intermattioral equirty pool
Real estate equities
Total dividends
Total income

(Increase) reduction of allowance for loan losses
Net income

Net realized and unrealized gains on investments
Realized:
Marketable debt seaurities
Domestic equity pool
Intermational equity pool
Net realized gains

Change nunrealized market appreciation
Net realized and unrealized gains
Total investment income

Beginning fund balance restricted for bereficiaries 1,813,596
Net withdravals (2.066)

Ending fund balance restricted for beneficiaries

See accompanying notes to financial statements.



STATEMENTS OF CASH FLOWS

Years Ended June 30,1992 and 1991

(0005 omitted)

Investment operations:
Total investment income
Adjustments to reconcile investment income to
net cash provided by investment operations:
Net realized gain
Change inunrealized market appreciation
Amortization
Increase in interest receivable
Increase (reduction) of al lowance for loan losses
Net cash provided by investment operations

Investing activities:
Purchase of marketable seaurities
Sales and maturities of marketable securities
Acouisition of mortgage loans and real estate equities
Net increase inbook value of domestic equity pool
Net increase inbook value of intermational equity pool
Mortgage loan principal payments and pioceeds
from real estate equities
Net cash used in investing activities

Financing activities - net contributions (withdranals)
from berefit system

Net decrease incash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

1092

$20 .

(36,345)

(50,666)
418

(1.681)
8.024
108.544

(410,931)
314,954
a,sx)

(18,444)
(3.,475)
16.450
(113.331)
25
@,712)

17.200

$ 12,498

See accompanying notes to financial statements.
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1991

$ 24,068

(17,49)
3,577
175
=3)

(5%)
109.142

(35, 255)
367,273
(10,373)

(140,946)

15.135
(124.19)
(11.472)
(26.,52)
43.726

$ 17,200
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NOTES TO FINANCIAL STATEMENTS

June 30,1992 and 1992
(0005 omitted)

The Accounting Entity

TheTeachers Retirement Trust Fund (Fund) isthe investment portfolioofthe State of Alaska Teachers”
Retirement System (TRS). TRS samultiple-employer cost-sharing, defined barefit, jointcortributory
system established for the payment of retirerent, dissbility and death berefits to or on behalf of
qalifiedteachers employed by the state, municipalities, school distrids, or other polrtical subdivisions
withinthe state. These firacial staterents are those of the Fund and not TRS taken as awhole. The
Commissioner of Revenue sthe fid.ciary and has the statutory authority to inest the moneys of the
Fund.

Alaska Statutes 14.25.180 and 37.10.071 provide that investments gall be made with the judgment
and care under circumstances then prevailing that an irstitutiasl investor of ordinary professional
prudence, discretionand irtelligence exercises inmanaging large trustportfolics. The Department of
Revenue has contracted the management of certain investment seaurities to selected extermal
managers. Secifically, the domestic equity pool, intermational equity pool and real estate equities are
managed by extermal management companies.

Summary of Significant Accounting Policies
Investment Presentation

The market value of marketable seaurities isdetermined at the end of each month by the austodial
agent. The agentSdetermination ofmarketvalues involves, among other things, using pricing services
or prices quoted by independent brokers. The market value of the mortgage loans isdetemined by
adjusting purchased yields to the aurrent secondary mortgage market conditions established by the
Mortgage Guarantee Insurance Corporation. A mortgage loan loss provision has been provided as
described belon. The market values of real estate equities are valued by the various companies
managing those funds.

Security transactions and any resultinggains or losses are accounted foron a trade date (ownership)
besis. In determining gains and losses, the cost of seaurities sold s determined on the specific
icntafication besis.  Interest income, including amortization of premium and discount and dividend
income on domestic equity searities, isaccrued monthly, Dividend income on intermational equity
seauritiies is recognized upon notification from the custodian.

Net Contributions
Net contributions represent contributions from employers and employees, net of berefits paid to TRS
participants. Net contributions are recorded on a cash basis according to when contributions are

received, and berefits are paid by the State of Alaska, Department of Adninistration, Division of
Retirement and Berefits.
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Notes to Financial Statements (continued)

©)

Administrative and Other Expenses

Al expenses, including investment management oosts, are charged to appropriations of Fund assets
and are therefore not deducted from investment income of the Fund.

Statement of Cash Flows

For purposes of the statement of cash flons, dl highly licuid debt instruments wirth original neturities
of three months or less are considered to be cash equivalents. The cash flowv statement ispresented
1o reflect the activity resulting ina change incash and cash equivalents. Total investment income B
adjusted for realized gains or losses because gross proceeds are shown under sales and maturities of
marketable searities.

Al lowance for Loan Losses

Historically, management of the Fund has provided an estimated al lowance for loan losses to provide
for poterttial aredit losses in its loan portfolio.  Factors considered by management indeveloping the
allawance for loan lasses includedel inquency lewels, historical charge offsand the aging cfthe portfolio.
During 1992, management elected toofferthe loan portfolioforsale, and has recorded as an al lovance
an amount considered sufficiatt to reflect the portfolios net realizable value.

Domestic Equity Pool

The Fund, along with several other State of Alaska fuds, has an investment ina domestic equity pool .
The mgjority of the domestic equity pool iscomprised of common stock with available cash balances
invested inshort-termdebt instrurents. Allaccrued income and realizedgains and losses are allocated
monthly to each participating fund on a pro rata ownership besis. Income which is received by the
domestic equity pool isdistributed monthlly incash to each participating fud, firstto accrued income
allocated toany withdranal by a participating fund, and second, inprgportiontoeach funds ownership
of remaining accrued income. AtJune 30,1992 and 1991, the Fund™s investment inthedomestic equity
pool s comprised of the folloming:

1992 _ 1991

June 30 pool awnership percentage 37.8% 37.1%
Domestic equities, at market $ 738,692 $ 672,784
Interest and dividends receivable 1,863 2,061
Cash and cash equivalents 55.104 40.442
Total $ 795,659 $ 715,287



Notes to Financial Statements (continued)

(4@ Cash and Cash Equivalents

1932 and 1991:

1992 1321

Interest-bearing deposits $ 8,565 $ 88
Unsettled investment transactions 3,928 912
Repurchase agreement 5 16.200Q.
Total cash and cash equivalents $12,498 $17,200

(®B) International Equity Pool

The Fund, alongwith the Public Employees Retirement Trust Fund, formed an intermational equity pool
during 1992. The mgjority of the intermational equity pool iscomprised ofcommon stock with available
cash balances invested inshort-term debt instrurents. All accrued income, realized gains and losses
and 1ncome received are al located monthly tothe two participating funds on a pro rataownership basis.
At June 30,1992 and 1991, the Fund’ investment inthe intermational equity pool iscomprised of the

folloving:
dop 1991
June 30 pool ownership percentage 38.3% 0%
Intermational equities, at market $ 106,846 $ 102,830
Cash and cash equivalents 9.834 7.117
$116,680 $109,947

Real Estate Mortgages

Real estate mortgages are comprised of the folloving at June 30,1992 and 1991:

1992 1991
Outstanding Principal:

Real estate loans current or less than 90 days
past due $ 54,295 $ 55,849
Real estate loans past due 90 days 8,283 11,612
Real estate acquired by foreclosure 8.303 11.375
Total Outstanding Principal 70,831 78,836
Unreal ized Appreciation 7.644 4,1.06
Total Market Value 78,525 82,941
Alllowance For Real Estate Loan Losses (12.5%81 @.574
Net Mortgages $ 65,927 $ 78,367



Notes to Financial Statements (continued)

(7) Safekeeping Risk

The Teachers Retirement Trust Fund s deposits and investments are categorized below pursuant to
Governmental Accounting Standards Board (GASB) Statement Number 3 and GASB Technical
Bulletin Number 87-1 togive an indication of the leel of safekeeping riskassumed by the Fund at
statement date.

Deposits: 1 Insured or collateralized with seaurities held by the State or by itscustodian n
the States name.

2. Oollateralized with seaurities held by the pledging firacial irstitudians trust
department or custodian inthe State™s name.

3.  Unoollateralized.

Investments: 1 Insured or registered for which the seaurities are held by the State or s
custodian inthe State™s name.

9. Uninsured and unregistered investments forwhich the seauritiesare held by the
brokers or dealer’ trust department or agent inthe States name.

3. Uninsured and unregistered investments forwhich the seauritiesare held b, the
broker’ or dealer™s trust department or agent not inthe States name.

At June 30, 1992 and 1991, dl of the Fund™s deposits and investments were considered to be
Category 1 with respect to safekeeping risk.



STATISTICAL SECTION



Employer

Adak Region School District

Alaska Department of Education
Alaska Gateway School District
Alaska, University of

Alaska Geophysical Irstitute, University of
Alaska State Legislature

Aleutian Region School District
Aleutians East Borough School District
Anchorage School District

Annette Island School District
Association of Alaska School Boards

Bering Strait School District
Bristol Bay Borough School District

Chatham School District
Chugach School District
Copper River School District
Cordova Public Schools
Craig City School District

Delta-Greely School District
Denali Borough School District
Dillingham City School District

Fairbanks North Star Borough School District

Galena City School District

Haines Borough School District
Hoonah City School District
Hydaburg School District

Iditarod Area School District
Juneau School District, City and Borough of

Kake City School District

Kashunamuit School District

Kenai Peninsula Borough School District
Ketchikan Gateway Borough School District
Klawock City School District

Kodiak Island Borough School District
Kuspuk School District

Percentage

11.87%
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Employer (continued)

Lake and Peninsula School District
Lower Kuskokwim School District
Lower Yukon School District

Matanuska-Susitna Borough School District

National Education Association -Alaska
Nenana Public Schools

Nome Public School

North Slope Borough School District
Northwest Arctic Borough School District

Pelican School District
Petersburg Public Schools
Pribilof School District

Saint Mary*®s School District

Sitka School District

Skagway City School District
Southeast Island School District
Southeast Regional Resource Center
Southwest Region Schools

Special Education Service Agency

Tanana City School District
Unalaska School District
Valdez City Schools
Wrangell School District
Yakutat City School District
Yukon Flats School District

Yukon-Koyukuk School District
Yupiit School District

Percentage

11.87%
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Thousands

Thousands

10-YEAR COMPARISON OF ACTIVES VS. RETIREES

1983 1984 1985 1986 1987 1988 1989 1990 1991

Actives Retirees

5-YEAR BREAKDOWN OF RETIREES BY TYPE

Service Survivor Disability
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10-YEAR COMPARISON OF VALUATION ASSETS VS. ACCRUED LIABILITIES

Accrued Liabilities

Revenues Expenses



10-YEAR BREAKDOWN OF REVENUE BY SOURCE

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

in Net Investment Income Employer Contributions illll Employee Contributions

10-YEAR BREAKDOWN OF EXPENSES BY TYPE

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992

Retirement Benefits Medical Benefits m Refunds ~ Administrative
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2-20-94

Peter 0. Kimzey

Box NKI

Ketchikan, AK 99950-0550
Ph. 629-4253, Fax 629-4121

Dear Representative Vezey,

I am writing you in regards to the Teacher's Retirement Incentive
Bills which are being debated this session, in particular HB 36. |
have been teaching for Southeast Island School District for the past
17 years. Our school district Is facing some very serious financial
problems. We need to reduce our budget by $500,000.00 this coming
year and $300,000.00 next year. With these kind of drastic cuts we
face the serious problem of trying to maintain the quality education
our children deserve. There seems to be no question that there will
be staff reductions this coming year. This will be very painful for
those asked to give up their jobs.

A retirement incentive program would certainly help us deal with
these cuts in staff and budget. By retiring some of our senior
teachers we ~oul{i simply not replace them, saving the Jobs of the
less senior teachers. There would also be a savings in the cost of
salaries, in that our senior teachers are at the top of the pay
schedule.

With these financial points taken into consideration , there are still
good reasons to offer this bill. Because of the tight Jo* f
very hard for new teachers to find work and for other teachers to
move to other positions.

My family has made our home in Port Alexander since 1975. Both my
daughters were born In Southeast, Being a rural teacher has been a
rewarding occupation for me, but it has had It’s drawback for my
children. They have had their parents for their teachers most of
their lives. My older daughter Molly Is now going to Mt. Edgecombe
School, Mt. Edgecombe meets our daughter's needs better than our
rural high schools, so we made the choice to board her in Sitka.



We would prefer to have her at home and have been trying to find
work in a larger SE community for the last two years with no
success. Because of the tight job market there have not been many
openings available. Our chances would improve with more job
openings. A retirement incentive program would open the market.

it is my understanding that unless the State Affairs Committee
releases one of these bills to the floor, there is no chance for action,
is it possible that you rnignt support a retirement incentive bill this
session? If there anything 1 might do to help influence your
decision?

Your support on one of these bills would be greatly appreciated.

Thank you,



