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The purpose of this report is to present the results of an actuarial valuation of the State of
Iowa Judicial Retirement Fund.

Section I of the report is a summary of the results of the valuation and the actuw^
certification. The present value of current and fumre liabilittes of the system we sho^
alone with the assets and value of current sources of assets m excess of liab^nes.

in this section is a summary of the annual wst as a pwcentMe of
plan were funded under the Aggregate or Entry Age Normal Actuarial Cost method.
Section H of the report provides information on the yaluatipn of wtem
determination of annual cost of the system under the alternative fundii« methods.

Section in provides actuarial and other information necessary for compUance with
Statement Number 5 of the Governmental Accountmg Standards Board.

Section IV is a summary of the data, methods and assumptions used in the preparation of
this report.
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SECTION 1

SUMMARY OF VALUATION RESULTS
AND ACTUARIAL CERTIFICATION



30^75,553

18.463.411

SECTION I

SUMMARY OF VALUATION RESULTS AND ACTUARIAL CERTIFICATION

A. Summary

The chart below is an actuarial balance sheet which sununanzes the current and future
liabilities and assets of the State of Iowa Judicial Retirement Fund.

TJahilities .

Liability for Benefits Accrued to
July 1,1992 •

Liability for Future Benefit Accruals

Total Liability

Assets

Assets.on July. 1, 1992

Value of Future Participant Contributions
(4% of payroll)

Value of Future State Appropriations
(3% of payroll)

Value of Future Filing Fee Revenue
during Current Judges* Future Years of
Service

Value of Current Assets and Future
Appropriations at Current Level

Value of Liabilities in Excess of Current
Sources of Assets

$ 49,038,964

$ 20,226,965

5,791,387

4,343,541

17.824.763

S 48,186,656

852,308

The liability for benefits accrued to July 1,1992 is $10,348,588 greater than the ̂ sets
currently held by the fund to pay benefits. The value of Total Liabilines exceeds the
value of Current Sources of Assets by $852,308. The shortfaU for benefits accrued to
date was S8.9 million in the 1990 valuatioti, and Sources of Assets exceeded Total
Liabilities by $3.3 million.

] /, 3"^ M Vercef pcorccatea
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An Actuarial f""Hing method is a technique for budgeting conKibutions to ®
plan. The techniques used in this report each budget contribuuons as a percentag
payroll.

The annual contributions required, including the con^^tioM, ̂  a

dollar contributions during the first year are shown.

Aggregate Cost Method (Total Cost)

Net State Contribution and Filing Fee Revenue

Entry Age Normal Cost Method with 30 Year
Funding of Unfunded Fast Service Liability
(Total Cost)

Net State Contribution and Filing Fee Revenue

Entry Age Normal Cost Method wth Interest
Only Paid on Unfunded Past Service Uability
(Total Cost)

Net State Contribution and Filing Fee Revenue

/^pwnfll Contribution

19.9% $2,506,950

15.9% 2,003,038

19.4% 2,442,076

15.4% 1,938,164

18.5% 2,330,751

14i% 1,826,839

i.r L^n,
requirements with respect to funding,

tend to rise due to salary increases.

Page 3
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The estimated annual contribution in dollars and as a percentage of covered
payroll is as follows:

Estimated 1992-1993 Contribution:

Participant contributions (4% of Payroll) $
State Appropriations (3% of Payroll) 3^i934
Filing Fee Revenue ^
Total Estimated Contribution 5 ̂
(as % of payroll) '232%

Judge Program

Because of its creative and innovative approach to providing benefits, the Senior
Judge Program does not fit clearly into traditional actuarial cost methods.
Participants are given additional retirement benefits m return tor their
availability to provide services to the state. Since the workmg ̂ d retirement
periods of participants in the Senior Judge Program overly, fundmg ̂ "®se
benefits might take several directions. One approach is to fui^^ expected
benefits by the time participants retire from normal service. This would be
consistent with all other benefits, however, by ̂ ng this approach the state

!  would pay for all benefits before it receives all the partiapant s services which
1  earn those benefits. Another approach would be to recognize the expected

additional benefits of the Senior Judge Program as a percentage of sal^ of theI  classification of judge on which each Senior Judge's benefits are based.
If the second method of funding the Senior Judge Program is chosen ̂ e

I  contribution for each Senior Judge under the age of 78 should be a follow. If
I  the judge became a senior judge before January 1, 1993, then the contribution

should be 27% of the annual earnings for the classification of judge on which the
,  Senior Judge's benefit is based. If the judge becarw a semor judge on or after

January 1,1993, then the contribution should be 21% of the annu^ earm^s for
the classification of judge on which the Senior Judge's benefit is b^ed. No
contributions would be required in either case after the Semor Judge is no

I  longer available to provide services to the State, i.e., age 78.

I

1

1

I

1
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On the other hand, if the first method of funding is chosen ®
contribution as a percentage of pay for all ™ V
increase above the percentages sh^.earher m
table belovr shows the state contnbution as a percentage of pay excn^g
Senior Judge Program (as shown earUer) and. also, assunung that 75% o^ne

chosen the Senior Judge Program.

Funding Method

Aggregate

Entry Age Normd
30-Year Funding

Entry Age Normal
Interest Only Funding

State Contribtttlon and
Filing Fee Revenue

Requira Wthout the
Senior Judge Program

15.9%

15.4%

14.5%

State Contribution and
Filing Fee Revenue

Required Including the
Senior Judge Program

fp^rr#ntnfPav)

26.0%

25.1%

23.6%

in Armarial Assumptions . , . -n,.
The actuarial assumptions have Mr°year"in Ae prior

In addition, retirement rate
experience under the plan. This mcreases the cost somewhat.
The net effect of these changes was to inaease the Pension Benefit Obhgation by
$2.5 million.

rhflTiges in Plan ,

S.a,» »2.,.07A ^

The direct effect to cost was minimal since the benefits are actuanally reduced.
Section 602.9204 was ^ "juSe" X beL^e

actuarial gains.

o
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B. i^i^iarial Certification

The information and valuation results shown in this report are, to the best of my
knowledge, complete and accurate and are based upon:

1  Employee census data as of July 1,1992, submitted by the office of the Court
Administrator. This data was not audited by us, but appears to be suffiaent and
reliable for purposes of the report

2. Financial date as of July 1, 1992. submitted by the office of tiie (^urt
Administrator. This data was not audited by us, but spears to be suffiaent and
reliable for purposes of the report

3. Actuarial assumptions which, reflert the best judgeinent of future events affecting
the actuarial present value of the benefits of the plan.

4. Actuarial methods as stated in the report and our interpretation of plan
provisions as sununarized in the report.

Michael L Bollin, F.S.A.
Principal
Enrollment No. 90-2710

.  ̂ " Date1  Donald E. McLeod
Associate
Enrollment No. 90-3605
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SECTION II

ACTUARIAL VALUATION RESULTS

nAt,.rminatinii nf the Value nf Future Contrihlltions from OirTCIlt SOUrCCS

1. Value of Future Judge's Coiitributioxis

a. Value of Future Salaries
b. Contribution Rate
c. Value of Future Contributions

(a times b)

2. Value of Future State Appropriations

a. Value of Future Salaries
b. Contribution Rate
c. Value of Future Contributions

(a times b)

3. Value of Future Filing Fee Revenue

a. Current year's Estimated Filing Fee Revenue
b. Discounted Average Future Working Lifetime

(present value of $1 per future year of service)
c. viue of Future Contributions

(a times b)

$ 144,784,684
4.0%

$  5,791387

$ 144,784,684
3.0%

$  4,343,541

2,040,614
8.735

$  17,824,763

I

1 ^ i -gf- V ""cccca'.e^
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B. py^^rminatiop of the Cost Tlndcr the AfPT^gatC Mffthod
1. Attained Age Present Value of Benefits

(Inactive Participants)

a. Retired Judges & Senior Judges $ ̂2,125,494
b. Vested Terminated 5m,883
c. Surviving Beneficiaries —2i5Wirf48

Total for Inactive Members

2. Attained Age Present Value of Benefits
(Active Participants)

3. Total Present Value of Benefits
(1 plus 2)

4. Valuation Assets

5. Attained Age Present Value of Future
Normal Costs (3 minus 4)

6. Attained Age Present Value of Future
Salaries

7. Normal Cost Accrual Rate (5 divided by 6)

8. Covered Payroll

9. Normal Cost (7 times 8)

10. Judges' Contribution (.04 times 8)

11. Net Normal Cost (9 minus 10)

$ 15,214.925

33.824.039

$ 49.038,964

20,226,965

$ 28,811,999

144,784,684

19.8999%

12,597,800

$ 2,506,950

503,912

$ 2,003,038

]

]

j

1
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c

$ 13,662,476

130,209,632

10.4927%

S 12,597,800

1,321,849

503,912

$  817,937

petermination of the Nnrmal Cnst and Unfunded Past Service Liability Under the
pntfv Age Normal Pnst Method

1. Entry Age Present Value of Benefits
(Active Participants)

2. Entry Age Present Value of Salaries

3. Entry Age Normal Cost Accrual Rate
(1 divided by 2)

4. Covered Payroll .

5. Entry Age Normal Cost (3 times 4)

6. Judge's Contributions (.04 times 4)

7. Net Normal Cost (5 minus 6)

8. Attained Age Present Value of Benefits

a. Inactive Participants $ 15,214,925
b. Active Participants 33i824.Q39

Total

9. Attained Age Present Value of Future
Salaries

10. Present Value Future Normal Costs
(3 times 9)

11. Past Service Liability (8 minus 10)

12. Valuation Assets

13. Unfunded Past Service Liability
(11 minus 12)

$ 49,038,964

144,784,684

$ 15,191,823

33,847,141

20,226,965

$ 13,620,176

1/^

1
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The total annual contribution is determined as a percentage of covered payroll on
July 1, 1992.

1. Aggregate Cost Method
a. Normal Cost
b. Covered PayroU.at July 1.1992 ,
c. Total Annual Contribution as a Percent of Salary

(a divided by b) ^ ,
d. Judges* Contribution as a Percent of Salary
e. State Contribution and Filing Fee Revenue necessaryas a Percent of Salary (c minus d)

Entry Age Nonnal Cost MeAod with 30-Year Funding of
Unfunded Past Service Liability

2.

3.

a.

b.
c.

d.
c..

f.
g'

Normal Cost ' ^ . .. ,
Payment on Unfunded Past Service Liability
Total Annual Contribution
Covered Payroll at July 1,1992 c«u«r
Tptd Annual Contribution as a Percent of Salary
"(cdmdedbyd)
Judges* Contribution as a Percent of Salary
State Contribution and Filing Fee Revenue necessary
as a Percent of Salary (e minus f)

Entry Age Nonnal Cost Method with Payment of
Interest on Unfunded Past Service UabiUty
a.

b.
c.

d.
e.

f.
g*

Paym^t^/lnterest on Unfunded Past Service Liability
Total Annual Contribution
Covered Payroll at July 1,1992
Total Annual Contribution as a Percent of Salary
(c divided by d)
Judges' Contribution as a Percent of Salary
State Contribution and Filing Fee Revenue necessary
as a Percent of Salary (e minus f)

$ 2^06,950
12497,800

19.9%
4.0%

15.9%

$ 1421,849
1,120,227

$ 2,442,076
12497,800

19.4%
4.0%

15.4%

$  1,321.849
1,008,902

S 2,330,751
12,597,800

18.5%
4.0%

144%

Page 10
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SECTION III

DISCLOSURE AND SUPPLEMENTARY INFORMATION
Status and Progress

The amount shown below as "pension benefit obligation" is a st^d^dized disclosure
measure of the present value of pension benefiu, adjusted for the
salary increases, estimated to be payable m the futme as a "svdt of employee
to date The measure is the actuarial present value of creditedL fiktende?m hdp users assess State of Iowa Juddal Retirement ^8
status on a going-concern basis, assess progress made m accunnilatiM
to nay benefitt when due, and make comparisons amona Pubhc .^pl^®®Re^ement Funds (FERF). The measure is ind^ndent of^e atwmd ̂ dmg
method used to determine contributions to the FHIF, discussed m Section 0.
The pension benefit obligation was detenmed as p^ of an
Julv 1 1992. signifieant actuarial assumptions used mclude (a) a rate of retm on
the investment of present and future assets of 8% P®'y®f
oroiected salary increases of 6% per year compounded annu^y, and (c) post-
retirement benefit increases for the Senior Judge category tied to active pay
increases.

At July 1,1992, the unfunded pension benefit obligation was $23.4 million as follows:
(In Millions)

Pension benefit obligation: , .
Retirees and beneficiaries currently receivmg
benefits and terminated employees not yet
receiving benefits . \'fi
Additional benefit for current Senior Judges J-?

Current employees — . . ^7
Accumulated employee contributions
Employer-financed vested
Employer-financed nonvested
Additional obligations for Senior Judge Program —Qaii

Total pension benefit obligation 543.6
Net assets available for benefit at market value -202
Unfunded pension benefit obligation
Unfunded pension benefit obligation, before plan changes 22.6
Change of Assumptions

Change of early retirement factors

Change of senior judge program (increases stop after age 78)

For Judges becoming Senior Judges before Janua^ 1.1993, the
for life. For those becoming Senior Judges on or after January 1,1993, the maeasescontinue until the year the Judge turns age 78. )

Page 11
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B. r^ntributions Required and Cnntribution:- Made

State of Iowa Judicial Retirement Fund funding policy provides for employer
contributions at 3% of payroll plus a portion of filing fee revenues assessed for court
costs.

Contributions totalling $2,908,788 ($372,075 employer; $496,099 employee; and
$2,040,614 from filing fees) were made during the fiscal year ended June 30,1992 m
accordance with funding policy.

I

I

I

\r^

J
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c. pktnrical Trend Information

Historical trend information designed to provide information ̂ out State of Iowa
Judicial Retirement Fund's progress made in accumulatmg suffiaent assets to pay
benefits when due is presented below:

STATE OF IOWA JUDICIAL RETIREMENT FUND

Required Supplementaiy Informatioii
Analysis of Funding Progress

(in millions of dollars)

FWal

19tt
1919

1990

1991

199}

(4) UiAiaiii

(1) ^0) 0) (S)
AmmI Aj a Niieeiip

fim Attm Cowed Of Cowed PBTrefl
r>Tinihk

For BoaoftU*

Iwlk

Q^Sadsi
Mboa (11 fADMd«ilT(51

S11.2
14.0

1S.6

It.O

20.2

S30.0

33.3
34.1

31.7
43.6

37*

42

43

47

46

Slt.t
19.3
19.2

20.7
23.4

S 9.7
10.3
10.9

12.0
12.6

194*
119

176

173

116

Analysis of the doUar amounts of net assets avaUable for benefits,
obligation, and unfunded pension benefit obligation m isolation ̂  be mislea^g.
Exoressing the net assets available for benefits as a percentage of the pension benefit
negation provides one indication of State of Iowa Judinal Retirement Fund ? ̂ndmg
S on a going-concern basis. Ai^ysis of this percentage over jme mi^ es
whether the system is becoming financially stronger or weaker. Generally, the ̂ eate
this percentage, the stronger the Fund. Trends in unfunded Mnsion benefo oWigation
onri anniifll covered payroll are both affected by inflation. Expressing the un&nded^S blSbufatL as a percentage of annu^ KTdS
adjusts for the effects of inflation and aids Malysis of State of low Judici^
Retirement Fund's progress made in accumulatmg suffiaent assets to pay benefits
when due Generally, the smaller this percentage, the stronger the Fund.

]

]

]

'J

•J

Market Value

A 'uarr V Mercer "'corpcrated
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D. Pffquired Supplementanr Information

STATE OF IOWA JUDICIAL RETIREMENT FUND
REVENUES BY SOURCE AND EXPENSES BY TYPE

Revenues by Source

Fiscal Employee
Year Contributions

1985
1986
1987

1988
1989
1990
1991
1992

$ 442,476
343,097
317,786
349,509
394,390
449,540
483,434
496,099

Employer
Contributions

$  235,296
236,873
238,347
262,573
295,791
337,157
362,576
372,075

Filing
Fees

$1,217,635
1,751,180
2,025,664
2,005,134
2,098,325
2,178,013
2,335,383
2,040,614

Investment

Income

$  511,148
522378
565,643
732,821

1,156,749
1,129,461
1,239,978
1,447,553

Total

$2,406,555
2,853,528
3,147,440
3,350,037
3,945,255
4,094,171
4,421,371
4,356,341

Expenses by T^pe

Fiscal

Ym** Benefits

1985 $ 1,113,312
1986 1,261,884
1987 1,321,149
1988 1,442,418
1989 1,568,579
1990 1,889,898
1991 1,897,441
1992 1,992,814

Administrative
Expenses

$  0
4,500
25,953
52,024
89,016
97,296
113,521
117,664

Reftinds

I  0
29,445
47,773

0

0
0

0
0

Total

1,113,312
1,295,829
1,394,875
1,494,442
1,657,595
1,987,194
2,010,962
2,110,478

I ,  3^- V Ve'cer f^co'ccratea
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SECTION IV

ACTUARIAL ASSUMPTIONS AND METHODS,
PLAN PROVISIONS AND PARTICIPANT DATA

based.

A. Assumptions

1  Tntftrest" 8% per anTiiiTTi
., i.. T IP 1Q04 Mnrtalitv Table with ages set forward one year for males,

I  "iS 4 ;r^ for fSs THe UP-1984 MortaUty Table is a
•  .ini.« table based on uninsured pension plans.

I — _ 1 n<!5i ner vear for all oarticipants under age 45. The tern^ationTurnover- e^erlenced by the system has been veiy smaU, and this trend
is assumed to continue.

I  Rate of Disable-
1  nf"^M^rt^itv- No incidence of disability was assumed.

since 1982.

The foUowing tables indicate the effect of this salary scale on the estimated future salary of
participants.

Ratio of ^^2
Final Average Salary Final Sala^

Age Salary to riimnt SftlaO!

*.

1
1
P

35
40

45
50

55
60
65

6.46 6-84
4.83 5.11
3.61 3.82
2.70 2-85

2.01 fl3
lil J?!
1.12

Page 15
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1

'n>e foUowing table indicates the assumed rate of retirement at each
^  Ealfi

55

56 \
57 2
58 2
59 3
60 3

,162 1$
63 5
64 5
65 20
66 15

I  67 15
1  68 100

I  Formerly, Judges were assumed to retire at age 68.
Benefit- 85% of employees were assumed married, with the spouse fourI  years younger. ^

Court Cost ,
Increases* No increase was assumed.

I
B. A'i"" Va'natinn Method

The asset value was provided by the Office of the Court Admimstrator.

1 C. |a.^iiarial Cost Method

1  The Annual Contributions for the systein were c^culated on both the Entiy Age
J  Normal Cost Method and the Aggregate Cost Method.

Fntry N^nr^^ Method

Under the Entry Age Normal Cost Metho4 the entiy age n°™al ~st MOT^ rat^s

1
Page 16
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The present value of future nonnal costs is the accrual rate times the attained age
present value of salaries. The unfunded past service liability is the attamed age
present value of benefits less the present value of future normal costs less the valuation
assets.

Aggregate Cost Method

The Aceregate Cost Method spreads the entire unfunded cost of foture
the future salary of covered participants. The normal cost is adjusted eac y
reflect the experience under the plan.

The present value of fiiture nonnal costt is the exc^ of the pre«nt
over ie assets. Tbt nonnal cost accrual rate is the present ̂ ue of
costs divided by the present value of future covered payrolL The nonnal cost is the
nonnal cost accrual rate times the annual covered payrou.

1

1

1

1

D. "^nmrnaTV of Plan Provisions

An actuarial valuation involves the projection of the of famre
benefit payments. Summarized below are the prmapal provisions of the plan which
were used to estimate future benefit payments.

Setvice- All years of service as a judge are credited.

Average
Earnings-

Benefit-

NJnrmal Form'

Fligihle Spouse-

Retirement

Eligihiliw-

Average monthly basic salary for last three years as judge. (Not
to exceed $19,071.66 for 1992.)

The benefit payable at Normal Retirement Date which the
has earned based on average monthly earnings and credited
service to date.

The normal form of payment is an annuity payable for the life of
the judge with one-half such amount payable to ̂  ®
surviving spouse with a guarantee that payments tot^hng at le
the amount of the judge's contributions will be made.

A spouse is eligible if married to the judge for at least the one
year preceding death and does not remarry.

Ace 65 with a minimum of six years service or 25 years of
consecutive service regardless of age.
retirement is age 55 with a minimum of 20 years service.
Benefits upon early retirement are reduced actuwially using
mortality of 1983 Group Annuity Table for males and an mterest
rate of S%.

Page 17
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Mandatoiy
p^|iri>ment Date-

Monthly Retire-
Benefit-

Disability
Retirement-

Vesting'

Pre-Retirement
Death Benefit-

Judge's
Cnntributions-

Annuity for
Senior Judges
and Retired
Senior Judges-

Age 78 for judges participating in the Senior Judge Program.

3% of Average Monthly Earnings times years of credited service
with a maximum of 50% of final earmngs.

Upon total and permanent disability with a minimum of suyrears
of credited service. The Judge receives the accrued benefit

100% vesting for vohmtaiy terminations after six years of credited
service. 100% vesting for judges' contributions at all times.

Six years of service required. The death benefit pajjble to an
eligible spouse is one-half the accrued benefit at the date of
death. The death benefit shall commence on the later of the
date of death or the date the spouse reaches age 60.

4% of salary.

The annuity for all senior judges or retired senior judges ̂  be
equal to 3% of the current base salary of the office in which the
judge last served before retirement as a judge or semor judge,
multiplied by the judge's years of service prior to retirement as a
judge, subject to a maximum of 50% of such current base salary.

r^.

I A' !i an- VI vierce' incorporaied
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E. Distribution of Participants

DISTRIBUTION OF ACTIVE JUDGES

Age Nearest
Rirthdav Nnmber

Monthly
Salary

34 & Under 1 $  5,992
35-39 8 50483
40-44 34 222,033
45-49 30 197,417
50-54 20 135,492

55-59 18 122,133
60-64 33 226,542

65 & Over IS 123.475

Totals 162 $1,083,667

Average Monthly
Salary

$  5,992
6,323
6,530
6481
6,775
6,785
6,865
6.860

$  6,689

e'tef -cc'ocatea
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J

putribution of Inactive Participants

DISTRIBUTION OF RETIRED JUDGES

Age Nearest
nirthdAW

60-64
65-69
70-74
75-79
80-84

85 & Over

Totals

Number

2

5
8
10
10

-J

43

Monthly
Bffltfit ■

$  4,067
6,477
12,125
12351
14,845
6.730

$  56,595

Average Monthly
Rgngfil

$ 2,033
U95
1316
1,235
1,485
841

$  1,316

distribution of senior judges

Age Nearest
Birthday

60-64
65-69
70-74
75-79

80 & Over

Totals

Number

1

10

6

6

-J

31

Monthly
ggntfit

$  3,052
28,546
16,459
15,176
25.095

$  88,329

Average Monthly
Benefit

$  3,052
2,855
2,743
2,529
3.137

$  2,849

j

1

J

J 3"" V- Me'cer rcorooratea
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^ p, pktribution of Tnaetive Participants (cont'd)

DISTRIBUTION OF BENEFICIARIES EXCEPT SENIOR JUDGES
RECEIVING PAYMENTS

Age Nearest
pirthdav

64 & Under
65-69
70-74
15-19
80-84
85-89

90 & Over

Totals

Number

2
5
6
10
11
8

47

Monthly

$  3^18
4310
5,939
4,925
7,677
3,174
1.770

$  31,012

Average Monthly
Bftneflt

S  1,609
862
990
492
698
397
354

660

DISTRIBUTION OF INACTIVE JUDGES WITH CONTRIBUTIONS
REMAINING IN THE FUND

Age Nearest
birthday

49 & Under
50-54
55-59

60 & Over

Totals

Number

1

1

4

-4

10

Monthly
Benent

$  1,296
686

5,235
_i242

$  10,460

Average Monthly
Benefit

$  1,296
686

1,309
an

$  1,046

A . 3'^ ^y1 Vercer incorporated
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