
 

  
 

April 2003 
 
To:  Participants in the Alaska Electrical Pension Plan 
 
Re:  Alaska Electrical Pension Plan Funding 

 
In February, employee meetings were held in Anchorage, Fairbanks, Juneau, and Ketchikan.  
The primary purpose of the meetings was to discuss the transition of the record-keeping function 
under the Money Purchase plan from Safeco to Union Bank of California.  After this discussion 
a short presentation about the challenges currently being faced by the pension plan was given.  
The purpose of this letter is to summarize the discussion about the pension plan for those of you 
who were unable to attend one of the meetings. 
 
Using the actuarial gains that emerged during the 1980’s and 1990’s, the trustees were able to 
substantially increase benefits for plan members.  
Consider the following: 
 
 From 1986 to 2001, benefits earned by non-retired participants for years of covered 

employment from 1986 to 2000 were increased from 2.1% to 4.0% of contributions.   
 
 During the same period, the trustees increased benefits to retirees and beneficiaries, and 

awarded several “13th checks” to retirees and beneficiaries.   
 
The stock market continued to perform well through 1999, but in 2000 it began to slide.  From 
1995 to 1999, the pension plan’s assets returned an average of over 16% a year.  In 2000, the 
return was less than 1% and in 2001 it was less than ½%.  We expect that for 2002, the plan will 
have an investment return of about negative 10%.  Just as the good stock market returns of the 
1980’s and 1990’s led to actuarial gains, the poor returns since 2000 have led to losses.  Once we 
have completed our fund valuation process for January 1, 2003, we do not expect the gains from 
1998 and 1999 to be enough to absorb the losses suffered by the trust from 2000 to 2002.  
Because of this, the pension plan will probably have an unfunded liability when we review the 
funding later this year. In anticipation the Trustees are investigating the funding problems this 
might cause and ways that we might be able to address those problems. 
 
One way to improve the funding of the plan is to reduce the liabilities by reducing: 
  
  Future benefits promised by the plan.  If the Trustees find it necessary to do this, there are 

benefits that cannot be legally reduced. These include: 
 
 Benefits currently in pay status to retirees and beneficiaries. 
 Benefits that have already been earned by non-retired plan participants. 

 
 
 



 

  
 

Benefits that can be reduced are: 
 
 Ancillary benefits - benefits that are not directly related to pension benefits, such as disability 

benefits or lump sum death benefits 
 Benefits that have not yet been earned. 

 
We have just begun to discuss what action we might take and when we might take it.  Some of 
the things we will consider are: 
 
 Reducing the rate of future benefit accruals below 2.0%, 
 Reducing or eliminating future eligibility for disability or lump sum death benefits, 
 Reducing the maximum benefit that can be paid from the plan below the current maximum of 

$9,849 at age 58, 
 Increasing the normal retirement age to 62 or 65 for benefits earned in the future.  (The 

normal retirement age for benefits earned prior to the change would remain at 58.) 
 
The Trustees are well aware that you value the retirement plan and the benefits it provides you. 
We have just begun to discuss what action we might take and when we might take it.  We will 
try to limit any future benefit reductions to those necessary in light of the circumstances. If and 
when circumstances allow, we anticipate that we may be able to restore benefits that have been 
reduced.  The Trustees are committed to operating the plan responsibly so that the plan will 
continue to be well funded and your pension benefits will be secure.  Accordingly, the Trustees 
will take such actions as are necessary to achieve those goals. You will receive advance notice of 
any changes made to the plan. 
 
Sincerely, 
 
/s/ /s/ 
 
Gary Brooks, Chairman Steven F. Boyd, Secretary 
Board of Trustees                                                                                Board of Trustees 


