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Gentlemen:
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1 transmit herewith my report on the seventeéentn actua
valuation of the South Carolina Retirement System, prepared as o

June 30, 1962.

o B

The valuation indicates that the total contribution rate
payable on account of teachers may be continue d at 6.17 per cent of
t 3.98 per cent

earnable compensation and on account of employees &
of earnable compensation.

1 trust that the report is in satisfactory form for use
by the Board.




REPORT OF THE ACTUARY ON THE SEVENTEENTH ANNUAL VALUATION OF THE
SOUTH GAROLINA RETIREMENT SYSTEM

The South Carolina Retirement System was established as of
July 1, 1945. The system is supported by the joint contributions of
members and employers. The contributions to be made by employers are

to be set from time to time on the basis of periodic actuarial valuations.

This report presents the results of an actuarial valuation of
the contingent assets and liabilities of the system as of June 30, 1962,
and gives the percentage rates of contribution payable by employers as
determined on the basis of the valuation. Appended to the report are
tables showing the distribution of fhe members classified by age and‘by
years of service, and of retired members and beneficiaries classified by
age.

SUMMARY OF MAIN BENEFIT AND CONTRIBUTION PROVISIONS

b A summary of the main benefit provisions of the system, as

..
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lowing digest. Under the act, "out-o

service rendered by a member of the syst

State of South Carolina, excluding any such servi n
first became eligible for membership in the system or which terminated
i}
: more than six mo prior to the inception of his service within the
i
State of South Carolina., Out-of-State service is not considered creditable

service, nor is it taken in

any benefit under




BENEFITS

Condition for Allowance A retirement allowance is payable upon
the request of any teacher or employee who
has attained age 60 or has rendered 35 or
more years of creditable service.

An employee must retire at age 7O
except that with the approval of both his
employer and the Board, an employee may
remain in service to age 72, or for such
period of time as may be necessary for such
employee to qualify for coverage under the
old age and survivors insurance provision of
Title II of the Federal Social Security Act,
as amended.

A teacher must retire at age 65 or upon
the completion of the scholastic year in
which he attains age 65, except that with the
approval of his employer, a teacher may re-
main in service to age T2.

Amount of Allowance On service retirement, a member receives
a retirement allowance which consists of:

(a) An employee annuity which s the
actuarial equivalent of the member’ 's accumu-
lated contributions at the time of his re-
tirement; and

(b) An employer annuity equal to the
employee annuity allowable at age 65, or at

age of retirement, whichever is less, on the

basis of contributions made prior to age 65;

and

(¢) If the member has credit for service
rendered prior to the date of establishment,
an additional employer annuity allowable at
age 65, or at age of retirement, whichever is
less, equal to the employee annuity which would
have been provided by twice the contributions
which he would have made during such prior serv-

4-.-1*
uted¥* thereunder du

Ty
v
prior service; and

*In determining the contributions which would have been made during prior
service, the Board is authorized to use, in lieu of the actual compensa-
tion received by the member, the compensation rates which on the basis of
the salary scale adopted by the Board would have resulted in the actual
average compensation received by the member during the five years immedi-
ately preceding the establishment of the system.
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(d) If the member has credit for out-
of-State service rendered prior to July 1,
1945, an additional employer annuity allow-
able at age 65, or at age of retirement,
whichever is less, equal to the excess of

(i) an employer annuity computed on
the basis of the part of his out-of
State service and his creditable serv-

ice rendered prior t

(ii) an employer annuity computed on

the basis of his creditable service

rendered prior to July 1, 194S.

If the member's creditable service does
not, at his retirement, exceed twice his out-
of-State service, the employer annuity based
on his out-of-State service under (b) and (d)
above shall be reduced in the proportion which
his creditable service bears to twice his out-of
State service.

Disability Retirement
Benefit
Condition for Allowance A disability retirement allowance is
payable to any member who while in service
becomes permanently incapacitated for duty
mentally or physically, and who has had 10
or more years of creditable service.
Amount of Allowance Upon disability retirement, a member

who has attained age 60 or has 35 years of
creditable service, receives a service re-
tirement allowance, otherwise a disability-

retirement allowance which consists of:

(a) An employee annuity which is the
actuarial equivalent of the member's accumu-
lated contributions at the time of retire-

' ment; and

(b) An employer annuity equal to T5%
of the employer annuity that would have been
payable upon service retirement at age 60
had he continued in service to such date
without further change in compensation, and
had his contributions been at the rate of
L per cent of such compensation from the date
of disability to such date; and




Amount of Allowance

Return of Contributions

and Death Benefit

Optionaerllowance
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(¢) For members in positions covered
by Social Security, an additional employer
annuity of $6.00 per annum for each full

of membership service after July 1,

year bership
1955 payable only to age 65 and not subject
optional modification as defined below.

A deferred retirement allowance, com-
mencing at age 60, is payable to any member
who ceases to be a teacher or an employee
after he has rendered at least 20 years of
creditable service, provided he leaves his
contributions in the system.

The deferred retirement allowance is
computed like a gservice retirement allowance,
except that the employee annuity is the
actuarial equivalent at age 60 of the mem-
ber's contributions with such interest credits
as are allowed,

Upon the withdrawal of a member with-
out a retirement benefit, he is paid his
total contributions without interest.

Upon the death of a member before re-
tirement, his accumulated contributions are

payable to his designated beneficiary or to
his estate.

re retire-

SAn

sexrvice

Upon the death of a member befo
ment who had 35 years of creditable
or attained age 65, oxr who had twenty years

of creditable service and attained age sixty,
the person nominated to receive the amount

of the member's accumulated contributions

may elect to receive, in lieu of such ac-
cumulated contributions, an allowance for
1ife in an amount as if the member had re-
tired on the date of his death under Option 2

as described below. .

rst payment on account of

jormally due, any member

o
ve his retirement allowance
of the following forms,

o be actuarially equiva-

Until the
any benefi b
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ef Coim

may elect ece
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t
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which are computed




Option 1. A reduced retirement
payable during the retired member's s
the provision that at his death the excess, it
any, of his accumulated contributions at retire-
ment over the total of the employee annuity pay-
ments he has received shall be paid to a de-

signated person.

Option 2, A reduced retirement allowance
payable during the retired member's life,with
the provision that after his death the reduced

is to be continued to a

ot o d

sio
retirement allowance
designated b ici

Option 3. A reduced retirement allowance
-payable during the retired member 's life, with
the provision that after his death one-half the
reduced retirement allowance is to be continued
to a designated beneficiary.

Option 4. A retirement allowance in such
amount that, together with his Social Security
benefit, he will receive approximately the same
income per annum before and after age: 65.

CONTRIBUTIONS

Members contribute, by deduction from each
payroll, at the rate of L% of their earnable
c

ompensation,

| By Members

After July 1, 1955, members in positions
covered by Social Security, contribute at the
rate of 3% of earnable compensationnot in ex-
cess of the amount taxable under the Federal
Insurance Contributions Act (at present $4,800
per annum) plus 5% of earnable compensation
not so taxable,

By Employers , Employers make annual contributions con-
= sisting of a 'normal contribution' and an
F “geerued liability contribution". The "normal
contribution’ rate is determined by the actuary
, after each valuation. The "accrued liability
t ' contribution® rate is determined by the first
: actuarial valuation of the system, provided,
i however, that such rate shall be increased on
the basis of subsequent valuations if benefits
; : " are increased. Such rate may be decreased if
: the actuary engaged by the Board certifies that
such reduction will not impair the system. Each
! year's accrued liability payment is to be at
‘ least 3% greater than the preceding annual ac-
erued liability payment subject to the preceding
sentence., On and after July 1, 1946, all em-

ployers' contributions for teachers are paid by
the State.

~

N

i




) MEMBERSHIP OF THE SYSTEM

The following table shows the number and annual earnable com-
pensation of active members, as of June 30, 1962, on the basis of which
the valuation was prepared,

TABLE I

THE NUMBER AND EARNABLE COMPENSATION OF ACTIVE MEMBERS
AS OF JUNE 30, 1962

: TOTAL : TEACHER § : EMPLOYEES
o : Numbex :Coggigzgigon : Numbex i00$§222§tfon: Number: Coﬁiégigigon
Men.................; 40,12k :$121,878,612 s 9,h27 $32 L0, 23r 30, 697'$ 89,408,375
Women...............; 43,045 : 116,757,238 . 26,090 ; 16,571, u79 16 955. 40,185,759
Total..arent 83,169 18238,635,850 © 35,517 109,041, 716 7, 6521 $ 129, 504,13k
) The following table shows the number and annual amount of retire-
ment allowances payable to retired members and to beneficiaries of deceased
retired members as of June 30, 1962.
)
\




TABLE II
THE NUMBER AND ANNUAL RETIREMENT ALLOWANCES OF
RETIRED MEMBERS AND BENEFIGIARIES ON THE ROLL AS OF JUNE 30, 1962
: : TOTAL
GROUP : NUMBER : ANNUAL
: s RETIREMENT ALLOWANCES
Service Retirements

Teachers: H :
Men.C'..'l.'.."..‘..l....' l“]-O :$ 261’14'20
womeﬁOOIOOOOIOCO..Q.‘..00‘. 2’057 : 1,020,32#

uTlp.L(JyeeS: :
MenOOOCOQOC.ll-l..l...OOOCQ: 973 : 828,80“
waﬁiﬁi‘l...-..........-....-on: 58!;‘ . 317,748
Mdnl : L ok :,dt o hofR nak
AULCLsssvecevsnosvsvsos ¢ TavVeET LAY (=5 I r =g Y= A

Disability Retirements

Teachers: : :
Meniiiii5566666565655365333; 33 ;$ 173616
womenQQIQIOODOD.'.O...0...': l"*'9 : 50’1"81"

Employees: : :
Men=======eeeeeeeee!eeegeeg- 106 : 583881“
WOMENe s essresacsnssanssssnsst Lk . 16,440
Tot@lessessoraveseneat 332 :$ 143,424

Beneficiaries of Deceased Retired Members
and Active Members

Mefl.."‘..!'!!....q‘..-.l’o: 31 :$ 12,180

WOMEN. s soeeosenossocsascnnest 309 ¢ 196,152
Totaleeeessasvacnonaes o :$ 208,332
Grand Totales.eeesesss 4,606 :$ 2,780,052

In addition, an amount of $3,228 per annum is currently pay-
able for temporary disability employer annuities.




VALUATION OF ASSETS AND LIABILITIES

The following valuation balance sheet shows the assets and
liabilities of the system as of June 30, 1962. The amounts of the

present assets shown on the balance sheet were taken from financial

information submitted by the Director of the system.




“TABLE III
VALUATION BALANCE SHEET SHOWING THE ASSETS AND LIABILITIES OF THE
SOUTH CAROLINA RETIREMENT SYSTEM

AS OF JUNE 30, 1962

ASSETS

Present assets of system creditable to:

Employee Annuity Savings FUNQe e eenvesnnonnennansesd 51,253,309
104,549, 6l1

Employer Annuity Accumulation Fundse.eesecesoncsnses

TOtal Present AssetscoolcololotQ.olo-lloolv"ool..$

Prospective contributions to the Employer
Annuity Accumulation Fund:

Normal ContributiOUSo.-..-....-......-..-..o.o.....$ 69,)4'72’720
22,767,785

Accrued liability COntributions R RN N AR I B L

Total Prospective Contributions
by mployerSOOODUU't‘.I.......Q.........IOIO‘...l.

TO‘tal ASSe’tS.o..o’-.-..oo.--.-o$

LIABILITIES

Present value of benefits on account of which con-
tributions have been accumulated to date in the
anloyee Annuity Savings Fund'.‘.".0..'......I...O.'."...."I.'.'...$

Present value of benefits payable on account of
retired members or their beneficiaries now drawing
benefits from the Employer Annuity Accumulation Fundi....ceeeevesesess

Present value of benefits to active members to be
~neo nden v

paid by contributions of the employers into the
Employer Annuity Accumulation FUNQe.eoevsovasrsossssssasosasssvesnsons

54,253,309

23,225,399

173,564, 74T

Total LiabilitieS.eeecocsssceeed

251,043,455
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RESULTS OF VALUATION

The valuation balance sheet gives the following information

with respect to the funds of the gsystem.

Employee Annuity Savings Fund

The Employee Annuity Savings Fund is the fund to which
are credited the contributions made by members together with
interest thereon. When a member retires, the amount of his
accumulated contributions is tyransferred from the Employee
Annuity Savings Fund to the Employer Annuity Accumulation Fund
and his annuity is paid from the latter fund. The assets
credited to the Employee Annuity Savings Fund on June 30, 1962,
which represent the accumulated contributions of members to that
date, amounted to $54,253,309 The liabilities of this fund are
also shown as $54,253,309, be e the employee annuities which
members' contributions will provide will be equal in value to
. Puture contributions into

.
o~
C 11

£

. 0

[0 R S

L 2

their contributions with interes
thic fund and benefits payable from such contributions are con-
sidered to be of eguivalent value and hence are not shown in

the balance sheet.

o+

a
t

Employer Annuity Accumulation Fund

The Employer Annuity Accumulation Fund is the fund to
which the contributions made by employers are credited and
from which are paid all benefits on account of retired mem-

U mvaom  m3wn :
bers and thei

Ll R ol

c

ho

ALdG

present assets creditable to the Employer Annuity
Accumulation
lit

Fund on June 30, 1962, amounted to $10k4,549, 641,
The liabilities on account of active members amounted to’
$173,564,747. In addition, the balance sheet indicates lia=-
bilities of $23,225,399 on account of all benefits payable
to retired members or their beneficiaries from the Employer
Annuity Accumulation Fund. The total liabilities, therefore,

v
A8

AALALAAA 2100

amounted to $196,790,146. The difference between these lia-
bilities and the present assets credited to this fund is

R

$92,240,505, which represents the present value of future
contributions to be made by the employers. Of this amount

~mmon n ]

$69,472,720 represents the present value of prospective normal
contributions by the employers and the balance of $22,767,T85
represents the present value of prospective accrued liability
contributions,

The retirement act provides that the contributions of
employers shall consist of a normal contribution to cover
the liability on account of service currently rendered and

21271144 na

an accrued liability contribution on account of liabilities
assumed due to service rendered prior to the establishment

of the system.
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The valuation indicates that, in the case of teachers,

the normal contribution rate may be continued at 3.54 per

cent of earnable compensatlon. The valuation also indicates
that, in the case of employees, the normal contribution rate

may be continued at 2. 05 per cent of earnable compensation,

The valuation further indicates that the accrued llablllty

contribution rates determined on the basis of the valuation

may be continued at 2.63 per cent of earnable compensation in
the case of teach re, and at 1.93 per cent of earnable compen-

ers,
sation in the case of employees.

The total employer contribution rate for teachers may
v ofore he continued at 6.17 per cent of earnable compensa-

therefore be contir
tion. The correspondlng rate for employees may be continued
at 3.98 per cent of earnable compensation.

RATES OF PAYMENT TO EMPLOYER ANNUITY ACCUMULATION FUND

over Annuity Accumulation Fund under the provisions of the retire-
The following table gives the rates of contribution payable by
as determined on the basis of the present valuation.

TABLE IV

RATES OF CONTRIBUTION RECOMMENDED FOR_ PAYMENT BY LMPLOYERS

RATES OF CONTRIBUTION +TEACHERS : EMPLOYEES

NOTMALe casooeasancsnavoesest 3.54% : 2.05%
Accrued Liability.eeosooenss 2,63 1.93
TOtal...-.....‘-.-...i 6-1’?%: 3.98[\«

.
L)

BASIS FOR VALUATION

The valuation of the retirement system was made on the basis
of the mortality and service tables adopted by the Board under date of

February 18, 1946, An interest rate of 4 per cent per annum was used.
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A detailed record of each member of the system on the valuation
date was required as a basis for determining the contingent assets and
liabilities of the system. The data provided by these records, which
were furnished to the actuary by the Direétor, were transferred to
tabulating machine cards for use in making the necessary tabulations.

Summaries of the tabulations of the data submitted are given in the

following tables.
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