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Benefit Services / Consulting Actuaries 

SUMMARY 

I n  accordance w i t h  your  request,  we have completed a va lua t ion  o f  

t he  Alaska J u d i c i a l  Retirement System as o f  June 30, 1981. The 

p r i n c i p a l  r e s u l t s  o f  t h e  a c t u a r i a l  va lua t ion  are presented i n  t h i s  

sumnary and analys is ;  t he  two sect ions which fo l low are meant t o  

prov ide  the  necessary support ing d e t a i  1 s . 

Sect ion 1 presents the  fundamental i n fo rma t ion  on which the  valua- 

t i o n  was based. Inc luded i s  a summary o f  p l a n  prov is ions ,  informa- 

t i o n  about p lan  p a r t i c i p a n t s ,  and d i sc losu re  of t h e  a c t u a r i a l  

method and assumptions used. 

Sect ion 2 presents t h e  d e t a i l e d  a c t u a r i a l  va lua t ion  r e s u l t s .  I t s  

sub-sections present  a step-by-step d e r i v a t i o n  o f  the  recommended 

con t r i bu t i on .  

The purposes o f  an a c t u a r i a l  va lua t ion  are: 

1. To examine the  s ta tus  o f  funding o f  t he  Plan, and 

2. To determine the  c o n t r i b u t i o n  r a t e  f o r  t he  f i s c a l  

year  1983. 

A Marsh & hZc I mnan ( ornpnnb - 1 -  
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The most s i g n i f i c a n t  r e s u l t s  o f  t h e  va lua t ion  are as fo l l ows :  

(1 )  Status o f  Funding as o f  
June 30 

(a )  Valuat ion Assets $ 39,728 

(b)  Present Value o f  
Accrued Benefi ts 

( c )  Accrued Bene f i t  
Funding Rat io 

(2 )  Cont r ibu t ions  For F i sca l  Year 1983 

(a )  Normal Cost $1,410,730 

(b )  Past Service Cost 1,828,352 

(c )  Tota l  Cost 3,239,082 

(d)  Cost As Percent 
o f  Base Pay 

I n  prepar ing t h i s  va lua t ion ,  we have employed genera l ly  accepted 

a c t u a r i a l  methods and assumptions, i n  con junc t ion  w i t h  employee data 

provided t o  us, t o  determine a sound value f o r  t he  Plan l i a b i l i t i e s .  

I c e r t i f y  tha t ,  t o  the  best  of my knowledge and b e l i e f ,  t h e  at tached 

statements are  t r u e  and co r rec t .  

Respectful 1y submitted, 

Robert F. Richardson, ASA 
Vice Pres ident /Actuary 

RFR: j s  

September 16, 1981 
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ANALYSIS OF THE VALUATION 

This i s  the f i r s t  actuarial  valuation report completed on the State of 

Alaska Judicial Retirement System. Since the plan was establ i shed, i t  

has been funded on a "pay-as-you-go" method. Under th i s  approach, 

assets  which are only suff ic ient  t o  provide benefits becoming due 

during the year are appropriated. 

Legislation adopted in 1980 provides for  th i s  plan to  be funded on 

an actuarial ly  sound basis. Under th i s  approach, the goal i s  t o  

accumulate assets in a fund before retirement which, along w i t h  

in te res t  earnings, will be suff ic ient  t o  provide a l l  benefits 

which are  expected to  be payable to  the member. The present 

value of benefits which are payable t o  those who are  currently 

r e t i  red i s  approximately $11.3 mill ion. Current active judges 

and justices have a1 so accumul ated benefits based upon thei r 

service prior t o  July 1 ,  1981. Even though benefits t o  current 

active members will not be payable for  several years, there i s  

s t i l l  an accrued l i a b i l i t y  based upon the i r  prior service. The 

present value of accrued benefits t o  the current active members 

i s  approximately $9.8 million. Therefore, in t o t a l ,  there i s  

an unfunded accrued 1 iabi 1 i ty of approximately $21.1 mi 11 ion. 

When a plan i s  funded on an actuarial ly  sound basis, each year a 

contribution i s  made which will pay fo r  the benefits earned during 
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t h e  year by the  cu r ren t  a c t i v e  members p lus a  payment which w i l l  be 

s u f f i c i e n t  t o  amort ize t h e  unfunded accrued l i a b i l i t y .  With the  very 

l a r g e  unfunded l i a b i l i t y  t h a t  now ex i s t s ,  t h e  past  serv ice  payment 

f o r  f i s c a l  year 1983 i s  $1,828,352. The value o f  bene f i t s  earned 

dur ing  t h e  year i s  $1,4lO,73O. Thus, the  t o t a l  recommended c o n t r i -  

b u t i o n  f o r  f i s c a l  year  1983 i s  $3,091,401, o r  104.78% o f  base pay. 
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SECTION 1 

THE BASIS OF THE VALUATION 

e  found a t i o n  o f  an a c t u a r i a l  v a l u a t i o n  i s  t he  i n fo rma t i on  and 

assumptions used i n  p repar ing  it. I n  t h i s  sec t ion ,  t he  s a l i e n t  

P lan  prov is ions ,  employee census data, and a c t u a r i a l  methods and 

assumptions used i n  p repar ing  the  v a l u a t i o n  are o u t l i n e d .  



William M. Mercer, Incorporated 

1.1 BRIEF OUTLINE OF THE 

ALASKA JUDGES ' RETIREMENT SYSTEM 

Employees I n c l  uded 

A l l  Judges and Justices o f  the Supreme, Superior and D i s t r i c t  

Courts. 

Employee Contr ibutions 

Mandatory Employee Contr ibutions: 7%, if appointed a f t e r  June 30, 

1978. 

I n te res t  Credited: 4+% compounded semi-annual l y  on June 30 and 

December 31. 

Refund a t  Termination (no vest ing):  Return o f  cont r ibut ions 

w i t h  i n t e r e s t  . 
Refund a t  Death: If no widow's pension payable, re tu rn  o f  

cont r ibut ions w i t h  in te res t .  

Normal Retirement Benef i t  

E l i g i b i l i t y :  Age 60 w i t h  5 o r  more years of Service. 

Type: L i f e  only, w i t h  Automatic 50% Jo in t  and Survivor Benef i t  

i f  married. 

Amount: For each year of serv ice up t o  15 years: 5% o f  the 

monthly sa lary  authorized f o r  the appropriate court ,  a t  the 

time each payment i s  made. 

Ear ly Retirement Benef i t 

E l i g i b i l i t y :  Age 55 and 20 o r  more Years Service. 
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Type: Life only, w i t h  Automatic 50% Joint and Survivor Benefit 

i f  married. 

Amount: Actuarial equivalent of Normal Retirement Renef i t based 

on service to  Early Retirement Date. 

( 5) Deferred Vested Benef i t 

El ig ib i l i ty :  Five or  more years of Service. 

Type: Normal or Early Retirement Benefit. 

Amount: Monthly benefit begins on employee ' s Normal Reti rement 

Date. Amount determined in the same manner as Normal Retirement 

Benefit . 

( 6 )  Di sabi 1 i ty  Benefit 

E l ig ib i l i ty :  Two or more years of Credited Service. 

Type: Monthly benefit payable until death or  recovery. 

Amount: Same as Normal Retirement Benefit except payments 

comnence immediately . 

( 7 )  Death Benefit Before Retirement 

If not married, accrued contributions with in te res t  are  returned. 

If married, an income benefit i s  available a t  death a f t e r  two 

years of Service. The Benefit i s  50% of the accrued Normal 

Retirement Benefit, b u t  a t  l ea s t  30% of the authorized salary.  

Under certain conditions, survivor benefits are payable to  minor 

dependents. 

(8) Medical Benefits 

Each r e t i r ee  i s  provided w i t h  major medical benefits . 
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1.2 MISCELLANEOUS INFORMATION 

AS OF JUNE 30 

Act i ve Members 

(1) Number 

(2 )  Average Age 

( 3 )  Average Serv ice 

(4 )  Average Annual 
Base Pay 

Ret i rees and Bene f i c i a r i es  

(1) Number 

(2) Average Age 

(3 )  Average Monthly 
B e n e f i t  

I n a c t i v e  Members 

There a r e  no i n a c t i v e  members w i t h  de fer red  b e n e f i t s .  
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1 .4  ACTUARIAL METHOD A N D  ASSUMPTIONS 

Valuation of L i ab i l i t i e s  

A. Actuarial Method - Attained Age Normal. The unfunded accrued 
benefi t  l i a b i l i t y  i s  amortized over 25 years.  

B .  Actuarial Assumptions - 

1. In t e r e s t  8% per year,  compounded annually, 
net of investment expenses. 

2. Mortality 1984 Unisex Pens ion Mortal i t y  Tab1 e .  

3 .  Turnover and Early Annual turnover and ear ly  retirement 
Retirement a t  each age and service i s  the 

g r ea t e s t  of the fol  lowing amounts : 

b )  3% i f  service  i s  greater  than 
15 years.  

c )  6% i f  vested and immediately 
el i g ib l e  f o r  f u l l  benefi ts  
based on retirement provision. 

d )  10% i f  vested - and age i s  
greater  than 65. 

4. Disabi 1 i t y  

5. Retirement Age 

6. Salary Scale 

25% of d i s a b i l i t y  under the  S ta te  
o f  Alaska 1976 study. 

Age 70. 

7.5% per year ,  compounded annually. 
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TABLE 1 

PUBLIC EMPLOYEES' RETIREMENT SYSTEM 

OF ALASKA 

D i s a b i l i t y  Rates - 1976 Study 

Annual Rates Per 1,000 Employees 

& - Rate & - Rate 

F o r  the  J u d i c i a l  Retirement System we have assumed 25% o f  
the  above ra tes  o f  d i s a b i l i t y .  
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SECTION 2 

DETAILED VALUATION RESULTS 

This section presents i n  detail  the resul ts  of the actuarial  valuation 

tha t  were outlined i n  the Summary. 
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2.1 DEVELOPMENT OF VALUATION ASSETS 

AS OF JULY 1, 1981 

The only assets under the system are the current member 

contribution accounts, estimated t o  to ta l  $39,728. 
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2.2 BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

Present Value o f  
Accrued B e n e f i t  

Retirement Bene f i t s  
( I n c l u d i n g  Deferred) $ 9,442,395 

D i s a b i l i t y  Bene f i t s  115,169 

Lump-Sum Bene f i t s  
(Return o f  Con t r i bu t i ons )  5  84 

Hea l th  Bene f i t s  21 7,227 

Tota l  $ 9,775,375 

Re t i red  Members' Benef i ts  $11,001,259 

Heal th Bene f i t s  341,721 

Tota l  Present Value 
o f  Bene f i t s  $21,118,355 

Present Value o f  
Ful l y  Pro jec ted  B e n e f i t  
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2.3 DEVELOPMENT OF NORMAL COST 

FOR FISCAL YEAR 1983 

(1)  Present Value o f  F u l l y  Pro jec ted  
Bene f i t s  

(2 )  Present Value o f  Accrued Bene f i t s  

(3 )  Present Value o f  Future Member 
Cont r ibu t ions  

(4 )  Present Value o f  Future Consol idated 
Employer Cont r ibu t ions  
(1) - ( 2 )  - (3)  

(5 )  Average Present Value o f  
Future Service 

(6)  Normal Cost 
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2.4 CALCULATION OF TOTAL CONTRIBUTION 

FOR FISCAL YEAR 1983 

Present Value o f  Accrued Benef i ts  

Assets 

Tota l  Unfunded L i a b i  1 i t y  
(1) - ( 2 )  

25-Year Amort izat ion Factor  

Past Service Payment 
( 3 )  (4 )  

Normal Cost 

Tota l  Cont r ibu t ion  

Tota l  Current Base Pay 

Con t r i bu t i on  as Percent o f  
Base Pay 
(7 )  + (8 )  


