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11. Outgo. Retiring-allowances are increasing, and will continue to do so for many years to come.It will be noted that the outgo for benefits during the quadrennium exceeded by about 17 per cent,the total income from contributions, interest, Government subsidy, and other sources. This is a sadcommentary on the position of the Fund, for, as pointed out in previous valuation reports, the liabilitiesare essentially of a deferred nature, and at this stage funds should be increasing rapidlv.

Data.
12. The preliminary particulars required for tnis examination have been obtained from cardssupplied by the Secretary of the Teachers' Superannuation Board—a separate card being compiledtor each member who was in Service at the valuation date or who had died or withdrawn since the

inception of the Fund—and these particulars form the main basis of this investigation and valuation.13. It is difficult to avoid the conclusion that sooner or later some reconstruction of the Fund isinevitable, and in order to be in a position to report expeditiously on any such proposals for recon-struction I decided to use Powers Machines to punch special cards and tabulate the data in the formrequired for valuation. The Post and Telegraph Department very willingly placed its Powers Machinesat my disposal, and I am indebted to Mr. A. G. Bowater for his enthusiasm in supervising the work andfor many helpful suggestions. It is unnecessary to point out that the assembly of the data by meansof such machines permits rapid resorting and tabulation in any number of groupings that may bedesired, thereby curtailing the time involved in investigations into the cost of making any modificationsof the benefits of the Fund either for the whole Service or for certain Departments or for officers ioinine-on or after any given date.

The Valuation.
14. The main object of an actuarial valuation is to ascertain whether the current funds, togetherwith the present value of the future contributions, will be sufficient to meet the total liabilities. Beforethe valuation can be carried out it is necessary to make a careful estimate of the various factors onwhich the payment of the benefits and contributions is dependent. These factors may be brieflysummarized as follow :— '

(a) Rate of interest;
(b) Mortality-rates of pensioners ;

(c) Average salary scales ;

(d) Mortality-rates of contributors ;

(e) Voluntary-withdrawal rates of contributors ;

(/) Retirement-rates of contributors ;

(g) Marriage-rates of contributors ;

(.h) Probability of a member leaving children under fourteen years of age, and the averagenumber of such children ;

(i) Remarriage-rates of members' widows.
15. The rate of interest used in valuing benefits and contributions was 4i per cent as the Fundis State-guaranteed.
16. The mortality-rates adopted for pensioners were those used in the previous valuation andwere based on an investigation of the combined experience of the three Government SuperannuationFunds (Public Service, Railways, and Teachers) for the period 1919-27.
17. Average salary scales in respect of males and females separately had to be constructed forthe year immediately following the valuation date. This presented considerable difficulty, as it wascomplicated by the salary cuts and the fact that there were two classes of officers, one contributing onhypothetical salaries—i.e., pre-cut salaries as far back in some cases as 1921—and the other on actualsalaries. To have constructed average-salary scales based on the heterogeneous contributory salariesand applied to the contributory salary of each contributor as at the Ist February, 1934, the resultingratios of increase from age to age would have considerably overestimated the pension'liabilities asunder normal circumstances, the average officer contributing on actual salary would not rise to'thehypothetical maximum salaries, a,nd pensions are based on salaries during the three years precedingretirement. Even if actual salaries were used to obtain the ratios of increase from age to age, theprospective salaries would have been divorced from realities in view of the fact that a large number ofofficers would never by normal promotions bridge the gap between their actual salaries and the hypo-thetical salaries on which they were contributing. The problem would have been simplified had theoptions to pay on higher salary been exercised, as one would have expected, only by the older officers,or by those who had been at the top of a grade so long that they took a very conservative estimateof the possibilities of future promotion. In actual fact, while only 915 out of a total of 8 901 con-tributors elected to pay on the pre-cut salaries, this number included contributors from age twenty-threeupwards many of whom must, except under very exceptional circumstances, have recovered the amountof the salary cuts by promotion during the remainder of service. The tacit assumption made byeach officer electing to contribute on his salary prior to the cuts was that his actual salary would not
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