





ACTUARIAL SECTION

Actuarial Methods and Assumptions

— Summary of >

June 30, 2007 Valuation

PROBABILITIES OF RETIREMENT FOR MEMBERS ELIGIBLE TO RETIRE

50-51 6%
52-53 8
54 10
55-56 12
57-59 14
60-61 18
62-79 30
80 & Over 100

For Tier I, amember was assumed
eligible to retire at age 50 with 20
years of service, or at age 65 with
10 years of service. A member
was assumed eligible to retire
early at age 62 with 14 years of
service.

For Tier 1I, a member was
assumed eligible to retire at age
50 with 20 years of service, or at
age 50 with 20 years of service,
or at age 65 with eight years of
service. A member was assumed
eligible to retire early at age 62
with eight years of service.
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62-64 2%

SCHEDULE OF ACTIVE MEMBER VALUATION DATA
ACTIVE MEMBERS - HISTORIC COMPARATIVE SCHEDULE
1991 112 $ 7.6 $67,981  N/A
1992 112 7.9 70,679 4.0%
1993 117 10.0 85,286  20.7
1994 117 10.5 89,783 5.3
1995 119 11.0 92,287 2.8
1996 121 11.7 96,810 4.9
1997 125 12.4 99,376 2.7
1998 125 13.1 104,673 5.3
1999 129 13.9 107,679 2.9
2000 130 14.4 110,545 2.7
2001 131 14.9 113,502 2.7
2002 133 15.5 116,441 2.6
2003 134 15.9 118,915 2.1
2004 134 16.3 121,505 2.2
2005 134 16.6 124,161 2.2
2006 134 17.0 126,933 2.2
2007 134 17.3 129,358 1.9
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ACTUARIAL SECTION

—Short Condition Test

The AJRS funding objective is to meet long-term benefit promises through contributions that remain approximately

level from year to year as a percent of member payroll.

If the contributions to the System are level in concept and soundly executed, the System will pay all promised benefits
when due—the ultimate test of financial soundness. Testing for level contribution rates is the long-term test.
A short condition test is one means of checking a system’s progress under its funding program. In a short condition

test, the plan’s present assets (cash and investments) are compared with:

1) Member accumulated contributions;

2) The liabilities for future benefits to present retired lives;

3) The employer financed portion of liabilities for service already rendered by non-retired
members.

In a system that has been following the discipline of level percent of payroll financing, active member contributions
(liability 1) and the liabilities for future benefits to present retired lives (liability 2) will be fully covered by pres-
ent assets. In addition, the liabilities for service already rendered by active members (liability 3) will be partially
covered by the remainder of present assets. The larger the funded portion of liability 3, the stronger the condition

of the System.

Entry Age Accrued Liability
@ 2 3 Portion of Present
Val’n Active Retirees  Active Members Values Covered By
Date: Member and (Employer Financed Present Valuation Assets
June 30 Contr. Benef. Portion) Assets @ 2 3) Total
($ in Thousands)
1994 $ 3,720 $25,161 $25,263 $37,310 100% 100%  33%  69%
1995(a) 4,261 28,845 26,627 41,095 100 100 30 69
1996(a) 4,828 32,063 26,561 51,478 100 100 55 81
1997 5,418 33,295 26,944 63,284 100 100 91 96
1998 6,067 33,218 31,989 77,175 100 100 118 108
1999 6,817 38,040 32,486 91,783 100 100 144 119
1999(a) 6,817 38,040 37,919 91,783 100 100 124 111
2000(a) 7,740 39,255 36,217 107,059 100 100 166 129
2001 8,522 42,713 38,532 119,191 100 100 176 133
2001(a) 8,522 54,712 52,839 119,191 100 100 106 103
2002 9,316 53,046 57,544 124,212 100 100 107 104
2002(a) 9,316 54,216 61,202 124,212 100 100 99 99
2003 10,147 74,060 53,718 126,520 100 100 79 92
2004 10,948 74,227 56,600 129,065 100 100 78 91
2005 10,254 79,560 60,766 135,062 100 100 74 90
2006 11,078 79,739 65,692 145,050 100 100 83 93
2007 11,906 84,365 67,063 159,587 100 100 94 98
2007(a) 11,906 82,165 63,302 159,587 100 100 103 101
(a) After changes in benefit provisions and/or actuarial assumptions and methods.
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ACTUARIAL SECTION

. Tabulated By Attained Age

—<Retirees and Beneficiaries >

As Of June 30, 2007

49 2 $101,172 2 $101,172
56 1 $ 76,236 1 76,236
59 1 78,108 1 78,108
60 2 161,796 2 161,796
61 3 251,544 3 251,544
62 3 206,532 2 120,900 5 327,432
63 1 53,412 1 53,412
64 4 287,400 2 103,596 6 390,996
65 2 153,816 1 55,824 3 209,640
66 3 232,512 1 55,104 4 287,616
67 2 96,216 2 96,216
68 1 13,116 1 13,116
69 4 366,720 4 366,720
70 6 462,900 6 462,900
71 3 225,996 1 52,536 4 278,532
72 6 508,272 6 508,272
73 2 162,696 2 103,416 4 266,112
74 1 88,848 1 88,848
75 4 314,208 4 314,208
76 2 152,820 1 51,708 3 204,528
77 2 150,384 2 150,384
78 2 161,604 2 103,416 4 265,020
79 1 77,184 3 155,136 4 232,320
80 2 103,416 2 103,416
81 3 302,232 1 51,708 4 353,940
82 4 298,428 4 298,428
83 3 271,956 3 271,956
84 1 80,976 1 51,708 2 132,684
&5 1 51,708 1 51,708
86 2 154,356 2 154,356
87 2 156,900 1 51,708 3 208,608
89 1 77,184 1 77,184
90 1 77,184 1 51,708 2 128,892
91 1 80,976 1 80,976
92 1 51,708 1 51,708
93 1 77,184 1 77,184
94 1 59,532 1 59,532
98 1 55,104 1 55,104
101 1 51,708 1 51,708
Totals 74 $5,806,284 29 $1,536,228 103 $7,342,512
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ACTUARIAL SECTION

_< Active Members > By Attained Age and Years of Service

As Of June 30, 2007

40-44 1 1 $ 128,633

45-49 1 1 128,633

50-54 1 2 1 4 514,532

55-59 6 7 3 1 1 18 2,319,619

Tier | 60 14 5 643,165

- 61 2 2 257,266

62 1 2 1 4 514,532

63 2 3 385,899

64 1 2 261,491

65 1 1 128,633

66 1 1 2 257,266

67 2 2 261,491

69 1 2 257,266

73 1 128,633

74 1 1 128,633

Totals 12 17 15 4 1 49  $6,315,692

. ! [ I [ [ ]

35-39 2 2 $ 257,266

40-44 4 1 5 655,840

45-49 7 2 1 10 1,294,780

50-54 12 6 2 2 22 2,834,151

55-59 4 5 2 8 3 22 2,838,373

Tier 11 60 2 2 3 7 904,656

61 2 2 257,266

63 3 1 1 5 655,837

64 1 1 128,633

65 1 2 261,491

66 1 2 265,713

68 1 1 2 261,491

69 2 2 274,160

70 1 1 128,633

Totals 36 15 6 12 11 5 85 $11,018,290

- ! ! [ [ [ |

Averages | Tierl 49  59.8 years 14.4 years $128,892
Tier 11 85 55.3 vyears 10.4 vyears $129.627
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ACTUARIAL SECTION

<Analysis of Financial Experience >

For The Year Ended June 30, 2007

Actual experience will never (except by coincidence) coincide exactly with assumed experience. Gains and losses
often cancel each other over a period of years, but sizable year to year fluctuations are common. Detail on the
derivation of the experience gain (loss) is shown below.

Total
(1) UAAL* at start of year $11,459,348
(2) Normal cost from last valuation 4,415,551
(3) Employer contributions 5,182,016
(4) Interest accrual: 775,328
(1)*.070+((2)-(3))* .035
(5) Expected UAAL before changes: 11,468,211
MH+2)-BG)+#)
(6) Change in actuarial assumptions@) (5,960,608)
(7) Expected UAAL after changes: 5,507,603
(5)+(6)
(8) Actual UAAL at end of year (2,214.616)
(9) Gain (loss): (7) - (8) $ 7,722,219
(10) Gain (loss) as percent of actuarial accrued 4.9%
liabilities at start of year: $150,509,614

* Unfunded actuarial accrued liability.
@ Including transfers and data changes.
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—<Analysis of Financial Experience

ACTUARIAL SECTION

\_ Gains and Losses By Risk Area

/ Year Ended June 30, 2007

ECONOMIC RISK AREAS

Pay Increases
If there are smaller pay increases than

assumed, there is a gain. If greater
increases, a loss. This includes gains
and losses related to Tier [ pre-July 1,
1983 retired member increases.

Investment Return

If there is greater investment return
than assumed, there is a gain.

If less return, a loss.

NON-ECONOMIC RISK AREAS

Age & Service Retirements
If members retire at older ages or with

lower final average pays than assumed,
there is a gain. If younger ages or
higher average pays, a loss.

Disability Retirements
If there are fewer disabilities than

Death-in-Service Benefits
If there are fewer claims than assumed,
there is a gain. If more, a loss.

Withdrawal
If more liabilities are released by other

If smaller releases, a loss.

Retiree Mortality
If there are fewer deaths than assumed,
there is a loss. If more, a gain.

Other

assumed, there is a gain. If more, a loss.

separations than assumed, there is a gain.

$1.9

5.5

0.0

0.3

0.1
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Experience Gain/(L0ss)

Gains and losses resulting from group size
change, data adjustments, timing of finan-
cial transactions, additional contributions
and miscellaneous unidentified sources.

»
<
E

7

-~

1.2 %

3.5 %

0.0 %

0.2 %

0.1 %

0.1 %

0.1 %

0.2)%
4.9 %
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ACTUARIAL SECTION

July 1,2007

< Summary of Plan Provisions

TIER |

TIER I

DESCRIPTION

Elected or appointed prior to the effective date of Act 399
of 1999 and who do not elect to participate in Tier II.

Elected or appointed after the effective date of Act 399
of 1999 or electing to participate in Tier II by October
28, 1999.

REGULAR RETIREMENT

An active member may retire at age 65 with 10 or more
years of credited service, or after 20 years of credited
service regardless of age. Persons who become members
after June 30, 1983, must also have at least 8 years of
actual service as a justice of the Supreme Court, or as a
judge of the Circuit Courts or the Court of Appeals.

An active member or former member may retire at age
65 with 8 or more years of credited service, or after 20
years of credited service regardless of age.

COMPULSORY RETIREMENT

Any judge or justice who attains 70 years of age
during a term of office to which he has been elected
may  complete the term without forfeiting rights to
retirement benefits. Any judge or justice who is not
eligible to retire at age 70 may continue to serve as judge
until completion of the term in which there has
accrued sufficient credited service to retire. Otherwise,
judges or justices must retire by their 70th birthday or
lose their retirement benefits.

Any judge or justice who attains 70 years of age during
a term of office to which he has been elected may
complete the term without forfeiting rights to retirement
benefits. Any judge or justice who is not eligible to retire
atage 70 may continue to serve as judge until completion
of the term in which there has accrued sufficient credited
service to retire. Otherwise, judges or justices must retire
by their 70th birthday or lose their retirement benefits.

FINAL SALARY

A member’s salary at the end of the last judicial office.

A member’s salary at the end of the last judicial office.

AGE AND SERVICE ANNUITY

Sixty percent of the judge’s final salary, for life.

3.2% of the salary of the last judicial office held mul-
tiplied by the number of years of service not to exceed
80% of the salary of the last judicial office held.

DEFERRED RETIREMENT

An inactive member who has 14 or more years of credited
service and left judicial service before attaining age 65
will be entitled to an age and service annuity beginning
at age 65. Persons who become members after June 30,
1983 must also have at least 8 years of actual service as a
justice of the Supreme Court, or as a judge of the Circuit
Courts or the Court of Appeals.
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An inactive member who has 8 or more years of credited
service and left judicial service before attaining age 65
will be entitled to an age and service annuity beginning
at age 65.
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ACTUARIAL SECTION

July 1,2007

< Summary of Plan Provisions

TIER |

TIER I

DISABILITY RETIREMENT

An active member with 3 or more consecutive years of
credited service who becomes totally and permanently
disabled may be retired and receive a disability annu-
ity computed in the same manner as an age and service
annuity. The 3 years service is not required for persons
who were members before July 1, 1983.

An active member with 3 or more consecutive years of
credited service who becomes totally and permanently
disabled may be retired and receive a disability annuity
computed in the same manner as an age and service an-
nuity, except that the benefit shall not be less than 25.6%
of final salary.

EARLY RETIREMENT

A member who became a member before July 1, 1983,
and who has 18 but less than 20 years credited service
may retire, regardless of age, and receive an immediate
annuity. The amount is the full age and service amount
reduced proportionately for service less than 20 years.

A member with 14 years credited service may retire be-
tween ages 62 and 65 and receive an immediate annuity.
The amount is the full age and service amount reduced
1/2 of 1% for each month retirement age is younger than
age 65. Persons who become members after June 30,
1983, must also have at least 8 years of actual service
as a justice of the Supreme Court, or as a judge of the
Circuit Courts, or the Court of Appeals.

A member with 8§ years credited service may retire be-
tween ages 62 and 65 and receive an immediate annuity.
The amount is the full age and service amount reduced
1/2 of 1% for each month retirement age is younger than
age 65.

SURVIVOR BENEFITS

Upon the death of a member with 3 or more years of
service, before or after retirement, an annuity of 67% of
the judge’s benefit is payable to the following survivors
(shared if there is more than one eligible survivor):

. A surviving spouse married to the judge more
than 1 year at the time of death.

. A minor child of the judge.

The 3-year service requirement is not required of those
who became members prior to July 1, 1983.

ARKANSAS JUDICIAL RETIREMENT SYSTEM

Upon the death of a member with 3 or more years of
service, before or after retirement, an annuity of 67%
of the judge’s benefit, but not less than 17.152% of the
final salary, is payable to the following survivors (shared
if there is more than one eligible survivor):

. A surviving spouse married to the judge more
than 1 year at the time of death.

. A minor child of the judge.

The 3-year service requirement is not required of those
who became members prior to July 1, 1983.
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ACTUARIAL SECTION

July 1,2007

< Summary of Plan Provisions

TIER |

TIER I

INCREASES AFTER RETIREMENT

For any person who was a member on or before June 30,
1983, the retirement benefits are increased or decreased
from time to time as the salary for the particular judicial
office is increased or decreased.

For all judges or justices first elected after June 30, 1983,
and who have received retirement benefits from the sys-
tem for at least 12 full calendar months, the retirement
benefits are increased each July Ist by 3%.

For all judges or justices who have received retirement
benefits from the system for at least 12 full calendar
months, the retirement benefits are increased each July
1* by 3%.

MEMBER CONTRIBUTIONS

Active members contribute 6% of their salaries.
Members with 20 or more years of service and members
age 65 or older with 10 years or more years of service do
not contribute to the retirement system.

If a member leaves service before becoming eligible to
retire, accumulated contributions may be refunded.
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Active members contribute 5% of their salaries. Mem-
bers with 25 or more years of service do not contribute
to the retirement system.

If a member leaves service before becoming eligible to
retire, accumulated contributions may be refunded.
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—< Schedule of >

Revenues By Source

STATISTICAL SECTION

For Fiscal Years 2002-2007

—< Schedule of > :
For Fiscal Years 2002-2007

2002 $772,874 $2,415200  $904,033  $35,323 $(3,872,610) § 254,820

2003 795,852 3,162,016 903,622 47,966 5,304,538 10,213,994

2004 801,072 3,223,394 902,797 17 15,959,909 20,887,189

2005 816,200 3,872,189 902,797 15,322 10,895,937 16,502,445

2006 823,899 4,001,902 902,797 10 11,467,730 17,196,338

2007 811,739 4,279,219 902,797 15,629 21,257,249 27,266,633
Expenses By Type

2002 $4,966,371 §$ 14,634 $44,607 $5,025,612
2003 5,799,943 964 38,613 5,839,520
2004 6,438,128 0 40,085 6,478,213
2005 6,776,490 6,491 42,733 6,825,714
2006 7,064,031 0 46,486 7,110,517
2007 7,119,046 0 56,922 7,175,968

Benefit Expenses By Type*
—< Schedule of > , P y b
For Fiscal Years 2002-2007

2002 $3,482,427  §$1,449,876  § 74,085
2003 4,841,242 1,532,412 75,636
2004 4,754,790 1,779,788 77,201
2005 5,243,125 1,820,472 78,905
2006 5,320,958 1,656,576 80,635
2007 5,657,487 1,536,228 148,797

* Expenses are based on June 30 benefit amounts annualized.
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STATISTICAL SECTION

Retired Members By Type of Benefit
As of June 30, 2007

—< Schedule of >

Age & Service Retirees

Life 11 $ 801,729 $ 8,451,360
Option Continuing to Survivor _61 4,855,758 57.069.408
Totals 72 5,657,487 65,520,768
Beneficiaries of Age & Service Retirees 29 1,536,228 15.247.680
Total Age & Service Retirees and Beneficiaries 101 7,193,715 80,768,448

Disability Retirees

Life 1 66,549 841,020
Life Continuing to Survivor 1 82,248 555.444
Totals 2 148,797 1,396,464
Beneficiaries of Disability Retirees _0 0 0
Total Disability Retirees and Beneficiaries 2 148,797 1,396,464
Death in Service Beneficiaries _0 0 0
Grand Total of All Retirees and Beneficiaries 103 $7,342,512 $82,164,912
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STATISTICAL SECTION

- - \
—< Statistical Graphs >

Revenues for Fiscal Years 2002-2007
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STATISTICAL SECTION

_< Statistical Graphs >

Annual Benefits As a Percent of Payroll
2002 - 2007

45.0%
° 42.9% 42.4%

42.5% 20.5%

40.0%
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35.0%
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Ratio of Active Members to
Retired Members
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L8 M
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Arkansas Judicial Retirement System
124 West Capitol Avenue, Suite 400

Little Rock, AR 72201
682-7800 or 1-800-682-7377






