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- 
SUMMARY 

I n  accordance w i t h  your request,  we have completed a  v a l u a t i o n  of t he  

Alaska J u d i c i a l  Retirement System as o f  June 30, 1984. 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  v a l u a t i o n  are presented i n  t h i s  sumnary and 

analys is ;  t h e  two sect ions which f o l l o w  are meant t o  prov ide  the  

necessary support ing d e t a i l s .  

Sect ion 1 presents the  fundamental in format ion on which the  va lua t ion  

was based. Inc luded i s  a  summary of p l a n  prov is ions ,  in format ion about 

p lan  p a r t i c i p a n t s ,  and d i sc losu re  of t he  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  t h e  recommended 

c o n t r i b u t i o n .  

The purposes of 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 h e  Plan, and 

2. To determine t h e  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 

1987-88. 

A Marsh & McLcnnan Company 

3200 O n e  Union Square Seattle, Washington 98101- 106-382-0600 
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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 $ 2,580,200 $ 8,044,425 

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

( c )  Accrued B e n e f i t  
Funding Rat io  

(2)  Recommended Cont r ibu t ions  

( a )  Normal Cost $ 1,366,796 $ 1,375,669 

(b)  Past Serv ice Cost 2,189,984 2,443,103 

( c )  Tota l  Cost 3,556,780 3,818,772 

(d )  Cost As Percent 
of Base Pay 

I n  prepar ing  t h i s  va lua t ion ,  we have employed genera l l y  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  t h a t ,  t o  the  best  o f  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 l y  submitted, 

Robert F. Richardson, ASA 
P r i n c i p a l  

RFR/ jam 

March 5, 1985 
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ANALYSIS OF THE VALUATION 

Th is  a c t u a r i a l  va lua t ion  r e p o r t  i s  based upon t h e  same a c t u a r i a l  method - 
o f  assumptions used i n  the  l a s t  a c t u a r i a l  repor t .  Dur ing the  two year 

pe r iod  s ince the  l a s t  repor t ,  t h e  t o t a l  employer c o n t r i b u t i o n  r a t e  

increased 3.6% as a percentage o f  base pay. There are two major reasons 

f o r  t h i s  increase. 

Heal th Insurance Premiums 

The most important  f a c t o r  lead ing t o  the  increase i n  cos t  i n  t h e  

J u d i c i a l  Retirement System i s  t h e  increase i n  p rov id ing  medical 

insurance t o  r e t i r e e s .  Dur ing the  two year period, t he  monthly premium 

per  r e t i r e e  increased f rom $115.61 t o  $193.40. The impact o f  t h i s  

premium increase was t o  increase the  employer c o n t r i b u t i o n  r a t e  t o  t h e  

JRS by more than 2% of base pay. 

Investment Performance 

For the  pe r iod  ending June 30, 1983, there  was no investment income. 

Our a c t u a r i a l  c a l c u l a t i o n s  are based upon t h e  assumption t h a t  p lan  

assets w i l l  earn 8% per  year. Because t h e  $2 m i l l i o n  fund as o f  J u l y  1, 

1983 was no t  c r e d i t e d  w i t h  investment income, the re  was an a c t u a r i a l  

l o s s  from investment sources o f  s l i g h t l y  more than $160,000. This 

a c t u a r i a l  l o s s  i n  FY83 would have l e d  t o  an increase i n  t h e  employer 

c o n t r i b u t i o n  r a t e  o f  .43% o f  base pay, however, dur ing  t h e  next  f i s c a l  

year  t h e  p lan  earned s l i g h t l y  more than 8%, thus l ead ing  t o  a small 

a c t u a r i a l  gain. The n e t  r e s u l t  du r ing  the  two years was an a c t u a r i a l  

l oss  from investment sources which r e s u l t e d  i n  t h e  employer c o n t r i b u t i o n  

r a t e  increas ing by .3% o f  base pay. 
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Average base pay over the l a s t  two years increased by only 5.5%. This 

contributed t o  a s l igh t  gain. On the other hand, not one r e t i r ee  or 

beneficiary ceased benefit  payments during the year, leading t o  a s l igh t  

actuarial  loss from mortality. 

In summary, funding progress of the Judicial Retirement System i s  being 

achieved. In the next two years,  we would ant icipate  assets  exceeding 

$15 million and the funding r a t io  approaching 30%. A leveling off of 

health cost inf lat ion in the next few years will be helpful. Further- 

more, i n  the future we should ant icipate  actuarial  gains, rather than 

losses,  from investment sources. 
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SECTION 1 

THE BASIS OF THE VALUATION 

The foundation of an actuarial valuation is the information and 

assumptions used in preparing it. In this section, the salient Plan 

provisions, employee census data, and actuarial methods and assumptions 

used in preparing the valuation are outlined. 
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1.1 BRIEF OUTLINE OF THE 

ALASKA JUDICIAL RETIREMENT SYSTEM 

Employees I n c l  uded 

A l l  Judges and Just ices o f  the Supreme, Superior and D i s t r i c t  
Courts . 

(2 )  Employee Contr ibut ions 

(a)  Mandatory Employee Contr ibut ions:  7% of sa la ry  f o r  each year 
o f  serv ice  up t o  15 years, i f  appointed a f t e r  June 30, 1978. 

(b)  I n t e r e s t  Credited: 44% compounded semi-annual l y  on June 30 
and December 31. 

( c )  Refund a t  Termination (no vest ing) : Return o f  con t r ibu t ions  
w i t h  i n t e res t .  

(e )  Refund a t  Death: I f  no widow's pension payable, r e t u rn  o f  
con t r ibu t ions  w i t h  i n t e res t .  

(3)  Normal Ret i  rement Bene f i t  

(a)  E l i g i b i l i t y :  Age 60 w i t h  5 o r  more years o f  Service. 

(b)  Type: L i f e  only, w i t h  Automatic 50% J o i n t  and Survivor  
Bene f i t  i f  married. 

( c )  Amount: (For each year o f  serv ice up t o  15 years)  5% o f  the 
monthly sa lary  author ized f o r  the appropr iate court,  a t  the 
t ime each payment i s  made. 

(4)  Ear ly  Ret i  rement Bene f i t  

(a)  E l i g i b i l i t y :  Age 55 o r  20 o r  more years o f  serv ice.  

(b)  Type: L i f e  only, w i t h  Automatic 50% J o i n t  and Survivor  
Bene f i t  i f  married. 

( c )  Amount: Ac tuar ia l  equivalent  o f  Normal Retirement Benef i t  
based on serv ice t o  Ear ly  Retirement Date. 

(5)  Deferred Vested Bene f i t  

(a)  E l i g i b i l i t y :  F ive o r  more years o f  service. 

(b)  Type: Normal o r  Ear l y  Retirement Benefit. 

( c )  Amount: Monthly bene f i t  begins on employee's Normal 
Retirement Date. Amount determined i n  the same manner as 
Normal Retirement Benefit. 
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( 6  1 D i  sabi 1 i t v  B e n e f i t  

(a )  E l i g i b i l i t y :  Two o r  more years o f  serv ice.  

(b )  Type: Monthly b e n e f i t  payable u n t i l  death o r  recovery. 

( c )  Amount: Same as Normal Retirement B e n e f i t  except payments 
commence immediately. 

(7) Death B e n e f i t  Before Retirement 

I f  n o t  marr ied, accrued c o n t r i b u t i o n s  w i t h  i n t e r e s t  are returned. 
I f  marr ied, an income b e n e f i t  i s  a v a i l a b l e  a t  death a f t e r  two years 
o f  serv ice.  The B e n e f i t  i s  50% o f  the  accrued Normal Retirement 
Benef i t ,  b u t  a t  l e a s t  30% o f  the  author ized salary.  Under c e r t a i n  
cond i t ions ,  s u r v i v o r  b e n e f i t s  a re  payable t o  minor dependents. 

(8) Medi ca l  Bene f i t s  

Each r e t i r e e  i s  provided w i t h  major medical bene f i t s .  
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1.2 CHANGES I N  PLAN PARTICIPANTS 

FROM 6-30-82 TO 6-30-84 

A c t i v e  P a r t i c i p a n t s  

T o t a l  , 6-30-82 

New E n t r a n t s  

Returned From Non-Vested S ta tus  

Returned From Vested S ta tus  

Non-Vested Termina t ions  

Vested Termina t ions  

Ret i rements 

Deaths 

T o t a l  , 6-30-84 

Vested Termina t ions  

T o t a l ,  6-30-82 

New Vested Termina t ions  

Ret i rements 

Returned t o  A c t i v e  S ta tus  

C o r r e c t i o n  (Hodges) 

Deaths 

T o t a l  , 6-30-84 

R e t i r e e s  and Su rv i vo rs  

T o t a l ,  6-30-82 

New Ret i rements 

New Su rv i vo rs  

Deaths 

T o t a l ,  6-30-84 
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1.3 MISCELLANEOUS INFORMATION 

AS OF JUNE 30 

A c t i v e  Members 

(1)  Number 

( 2 )  Average Age 

( 3 )  Average Se rv i ce  

(4) Average Annual Base Pay 

(1) Number 

(2) Average Age 

(3)  Average Month ly  B e n e f i t  

Vested Terminated Members 

- - 7 9 

- - 41.91 46.39 

-- $2,389 $2,350 

R e t i r e e s  and B e n e f i c i a r i e s  

2 1 24 2 7 (1) Number 

(2 )  Average Age 

(3) Average Month ly  B e n e f i t  



STATE OF ALASKA JUDICIAL RETIREMENT SYSTEM - ACTIVES VALUATION DATE 6 / 3 0 / 8 4  

- -- --* - --- ------ANNUAL EARNINGS BY AGE----*- - .- ---ANNUAL EARNINGS BY SIWVICE--I- 
NUMBER TOTAL A V E R ~ G E -  N U H ~ E R  TOTAL AVERACE- 

AGE OF ANNUAL ANNUAL SERVZCE OF ANNUAL ANNUAL 
GROUP PEOPLE EARNINGS EARNINGS GROUP PEOPLE EARNINGS EARNINGS 

4 5 - 4 9  
50-54 
55-59 
6 0 - 6 4  
65-69 
7 0 - 7 4  
7 5 - 7 9  

-- - 80t 
TOTAL 

SEPVICE GROUPS BY AGE GROUP$ 

S E R V I C E  G R O U P  

TOTAL ACE . 0-  4 5-  9 

0-1 9 
20-24 
23-29 
30-34 
35-39 
40-44 
45-19 
50-54 
55-59 
6 0 - 6 4  
65-69 
7 0 - 7 4  
7 5 - 7 9  
8 0 t  
TOTAL 
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1.5 ACTUARIAL METHOD AND ASSUMPTIONS 

Valuat ion o f  L i a b i l i t i e s  

A. A c t u a r i a l  Method - At ta ined Age Normal. The unfunded accrued 
b e n e f i t  l i a b i l i t y  i s  amort ized over 25 years. - 

B. Ac tua r ia l  Assumptions - 
1. I n t e r e s t  8% per year, compounded annual ly,  ne t  

o f  investment expenses. 

2. M o r t a l i t y  1984 Unisex Pension M o r t a l i t y  Table. 

3. Sa1 a ry  Scale 7.5% per year, compounded annual 1 y . 
4. Turnover and E a r l y  Annual tu rnover  and e a r l y  re t i remen t  

Re t i remen t a t  each age and se rv i ce  i s  t h e  
qreates t  o f  t h e  f o l l o w i n g  amounts: 

b) 3% i f  se rv i ce  i s  g reater  than 15 
years. 

c )  6% i f  vested and immediately 
e l i g i b l e  f o r  fu71 b e n e f i t s  based 
on re t i remen t  p rov i s ion .  

d) 10% if vested and age i s  g reater  
than 65. 

5. D i s a b i l i t y  25% o f  d i s a b i l i t y  under t h e  Sta te  of 
Alaska 1976 study. 

6. Maximum Retirement Age Age 70. 

7. Heal th Bene f i t s  Assumed t o  increase w i t h  8% annual 
i n f l a t i o n .  

C.  Valuat ion Assets - Based upon accrued book values. 
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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 

A1 1 Empl oyees 

Annual Rates Per 1,000 Employees 

& - Rate k Rate - 

For the  J u d i c i a l  Retirement System, we have 
assumed 25% o f  t h e  above r a t e s  o f  d i s a b i l i t y .  



William M. Mercer-Meidinger, Incorporated 

SECTION 2 

DETAILED VALUATION RESULTS 

- 
This section presents in detail the results of the actuarial valuation 

that were outlined in the Summary. 
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2.1 DEVELOPMENT OF VALUATION ASSETS 

AS OF JUNE 30 

Net Assets Ava i lab le  f o r  Benef i ts ,  
Beginning o f  Year 

Addit ions: 
Employee Contr ibut ions 
Employer Contr ibut ions 
Indebtedness I n t e r e s t  
Investment Income 

Deductions : 
Employee Refund 
Retirement Benef i ts  
Medical Benef i ts  

Net Assets Ava i lab le  f o r  Benef i ts ,  
End of Year 
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A c t i v e  P a r t i c i p a n t s  

Ret i rement  B e n e f i t s  

D i  sab i  1  i ty  B e n e f i t s  

Death B e n e f i t s  

De fe r red  B e n e f i t s  

Hea l t h  Bene f i t s  

Sub to ta l  

2.2 BREAKDOWN OF PRESENT VALUE 

OF BENEFITS 

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

R e t i r e e s  and Su rv i vo rs  

R e t i r e d  Members ' Bene f i t s  $16,310,993 

Hea l t h  B e n e f i t s  609,559 

Sub to ta l  $16,920,552 

Vested Termina t ions  

Defe r red  Ret i rement  B e n e f i t s  $ 5,339,678 

Heal t h  B e n e f i t s  285,077 

Sub to ta l  $ 5,624,755 

T o t a l  Present  Value 
o f  B e n e f i t s  

Present  Value o f  
F u l  l y  P r o j e c t e d  Benef i t s  
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2.3 DEVELOPMENT OF NORMAL COST 

(1) Present Value o f  F u l l y  Projected 
Benefi ts 

(2 )  Present Value o f  Accrued Benef i ts  

(3)  Present Value o f  Future Member 
Contr ibut ions 

(4) Present Value o f  Future Consolidated 
Employer Contr ibut ions 
(1) - (2) - (3) 

(5) Average Present Value of Future 
Service 

(6) Normal Cost 
( 4 )  + ( 5 )  
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2.4 CALCULATION OF TOTAL CONTRIBUTION RATE 

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

Assets 

T o t a l  Unfunded L i  a b i l  i ty 
(1)  - (2)  

25-Year Amor t i za t i on  Fac to r  

Pas t  Se rv i ce  Payment 
(3)  -t- (4)  

Normal Cost  

T o t a l  C o n t r i b u t i o n  
( 5 )  + (6)  

T o t a l  Cu r ren t  Base Pay 

C o n t r i b u t i o n  as Percent  of Base Pay 
(7) 4- (8) 

VAL l 3 / j  am 


