TRANSACTIONS OF SOCIETY OF ACTUARIES
1997-98 REPORTS

FINANCIAL STATEMENTS AND AUDIT REPORT
INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statement of financial position of the
SOCIETY OF ACTUARIES as of July 31, 1997 and 1996, and the related
statements of activities, and cash flows for the years then ended. These
financial statements are the responsibility of the Society’s management. Gur
responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, ev-
idence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and signif-
icant estimates made by management, as well as evaluating the overall fi-
nancial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of the Society of Actuaries as
of July 31, 1997 and 1996, and the changes in net assets and cash flows for
the years then ended, in conformity with generally accepted accounting prin-
ciples.

[Signed] SELDEN, FOX AND ASSOCIATES, LTD.

Certified Public Accountants
September 12, 1997
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FINANCIAL POSITION

July 31,
ASSETS 1597 1996
Current assets:
Cash and cash equivalents S 862,668 $ 2,968,500
Investments ................... 1,709,692 1,505,155
Accounts receivable, less allowance for doubtful
accounts of S90, ()G" 686,577 264,254
Inventories .............. e 338,242 151,347
Prepaid experience studies’ ¢ 151,956 223,331
Other 383,262 359,323
Total current assets ... i 4,132,397 5,471,910
Equipment and leaschold improvemenis, net of
accumulated depreciation and amortization ... ... 467,245 492,417
Long-term investments .............oooooeeen... 7,504,723 5,693,762
Total @SSCES ..ni et e $12,104,365 $11,658,089
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and accrued expenses ... $ 1,620,381 $ 1,903,857
Deferred revenues 2,316,569 2,472,649
Total current Habiliti 3,936,950 4,376,506
Net assets:
Unrestricted:
Available for operations ... 6,848,207 6,065,451
Board designated ... 1,257,691 1,181,961
Total unrestricted ... 8,105,898 7,247,412
Temporarily restricted net assets ..o, 61,517 34,171
Total 02t 23888 oot 8,167,415 7,281,583
Total liabilities and net assets .................. ... 512,104,363 511,658,089

See accompanying nctes.



STATEMENT OF ACTIVITIES

Revenucs and gains:
Membership dues ...
Education and examination fees ...
Continuing education fees ...
Rescarch inCome .......oooviviiiiiiiiiiiiii e
Income from allied organizations ................ooooiiiinnin.

Publications sales and other income ...

Assessment for Actuarial Board for Counseling and Discipline/
Actuarial Standards Board ...

COntTIDULIONS L.\ttt e e ere e e e et

Investment income

Net assets released from restriction ...

Total revenues and gaimns .......cooeeiveiniiiniiiiiniaiiaan,

Expenses:
Programs:
Education and examination SCIvices ................ooooiiinn.
Continuing cducation ............oovieieiiiinrniiiiiia.
RES@AICH ..\ttt et i e
Experience Studies .......cooieiiiiiiiiii
SOA Foundation Support ........c.ooooiiiiiiiiinieencennns

Publications and member Services ..........o.oveiiiiaiiian
Public information programs .............coooviiiiiiiioneiaens
Scholarship and awards ............oooiviiiiiin i
General and administration .........oveieeeiiiiiiiiiii s

TOta]l EXPENSCS . .tuenrei ittt e
Change in net assets before other income (expense) ......

Other income (expense):
Matching contribution to Society of Actuaries
Foundation .......coeesrioeiin it
Sales tax audit

Change i1 Net ASSEIS «..vuievtiir e
Net assets, beginning of the year ...t
Net assets, end of the year ..........ooiviiiiiiinn s

For the Year Ended July 31,

1997 1996
Temporarily Temporarily

Unrestricted Restricted Total Unrestricted Restricted Total
$ 4,396,013 $ 4,396,013 $ 4,109,044 $ 4,109,044
6,831,954 6,831,954 6,699,755 6,699,755
2,861,293 2,861,293 2,881,111 2,881,111
683,716 $35,000 718,716 650,932 650,932
365,257 365,257 285,636 285,636
145,958 145,958 145,056 145,056
121,275 121,275 137,257 137,257
10,000 54,959 64,959 10,000 $51,042 61,642
1,058,597 1,968 1,060,565 536,706 2,026 538,732

64,581 (64,581) 46,613 (46,613)

16,538,044 27,346 16,565,990 15,502,110 7,055 15,509,165
5,520,027 5,520,027 5,312,325 5,312,325
2,779,266 2,779,266 2,873,947 2,873,947
1,242,071 1,242,071 1,286,217 1,286,217
689,481 689,481 642,269 642,269
484,788 484,788 556,704 556,704
2,296,778 2,296,778 2,289,386 2,289,386
348,629 348,629 304,718 304,718
134,365 134,365 107,763 107,763
2,184,753 2,184,753 2,024,300 2,024,300
15,680,158 15,680,158 15,397,629 15,397,629
858,486 27,346 885,832 104,481 7,055 111,536
(355,070) (355,070)
66,415 66,415
(288,655) (288,655)
858,486 27,346 885,832 (184,174) 7,055 (177,119)
7,247,412 34,171 7,281,583 7,431,586 27,116 7,458,702
$ 8,105,898 $61,517 $ 8,167,415 S 7,247,412 $34,171 $ 7,281,583
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S A B CF CASH FLOVS

For the Year Ended

July 31,
1607 1996
Cash flows from ope
Change in net asscts S 885,832 s (177,119
Adjustments to reconcil
cash provided by o
Depreciation and amo 120,071 117,011
Loss (gain) on investme (483,635 51,835
Changes in certain working capi ns!
Wet accounts reccivable Lo (422,323 511,637
Inventory (186,895) 153,338
Prenaid cxperience 71,375 (64,495)
Cther current assets {23,939) (76,339)
Accounts payable and acciu (283,4706) (371,789)
Deferred revenues and advar (156,080) 463,355
; (469,070) 607,434
Cash flows from investing
Purchase of prop (104,899) (166,920)
Investment purchascs {4,555.562) (1,293,259
Proceeds from sale of investiients 3,023,699 1,602,873
(1.636.762) 142,694
(2,105,832} 750,128
Cash a czsh quvalcn s, ing of the year ......... 2,968,500 2,218,372
Cash zmd cash equivalents, end of the year ... 3 862,668 $2,968,500

See accompanying notes.

~ e
WL

NTING POLICIES

ey

ies {““Society”’) is an
zga‘rizaum ;ie 1caued

in accordance Wm the prin-

ciples . accounting is the procedure
by whic rces for variou ol ve classified for accounting pur-
5 o

PoSes in accoz
Hﬂaﬂc

1ance

es specified by dom;s T ﬂese

I

» whole 1o presen zbaiances



FINANCIAL STATEMENT 331

and transactions according to the existence or absence of donor-imposed
restrictions. This has been accomplished by classification of net assets and
transactions into two classes — temporarily restricted and unrestricted.

Net assets and revenues, expenses, gains and losses are classified based
on the existence or absence of donor-imposed restrictions. Accordingly, net
assets and changes therein are classified as follows:

Temporarily Restricted Net Assets. Net assets subject to donor-imposed
stipulations that may or will be met by actions of the Society or passage
of time.

Unrestricted Net Assets. Net assets not subject to donor-imposed stip-
ulations.

Revenues are reported as increases in unrestricted net assets unless use
of the related assets is limited by donor-imposed restrictions. Expenses are
reported as decreases in unrestricted net assets. Gains and losses on invest-
ments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by explicit donor stipu-
lation or by law. :

Expiration of temporary restrictions on net assets (i.e., the donor-imposed
stipulated purpose has been fulfilled or the stipulated time period has elapsed)
are reported as reclassifications between the applicable classes of net assets.

Contributions, including unconditional promises to receive or give, are
recognized as revenues in the period received, or expenses in the period
committed. Conditional promises to receive or give are not recognized until
they become unconditional, that is, when the conditions on which they de-
pend are substantially met. Contributions of assets other than cash are re-
corded at their estimated fair value.

Pervasiveness of Estimates. The preparation of financial statements in
accordance with generally accepted accounting principles requires manage-
ment to make estimates and assumptions that affect the reported amounts of
asscts, liabilities and activities at the date of the financial statements and
during the reporting period. Actual results could differ from those estimates.
Certain significant estimatcs used in the preparation of these financial state-
ments include the following:
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he Society has estimated uncoliectible receivabies to approximate
$90,000 based upon expected dues walvers and historical bad debt

The Society records investments at fair value, based on quoted market
prices for those or similar investment:

i 0 BT eﬁy tch expenses with the related revenues for publications,
tity related to the gpreparation of

, depreciation, etc. by func-
n sery f'ices) based on square footage.
are allocated based upon depart-
me” cnms"’e ipment, nwnber of programs used, and an estimated

disiribution of 1 zsrma*-;ion services pe ;soaﬂci.

For each of the aforementioned esiimates, 1t is rezsonably possible that
the recorded amounts or related disclosures could significantly change in the
near future as new informetion is available

Conceniration of Risk. At july 21, 1997, the S@ciety has $118,655
(8506,270 in 1986} of uninsured deposits with fna an cial mstitutions.

Cash and Cash quzz’vaz’em The Society considers all highly liquid in-
vestments with an original maturity of three months or less to be cash equiv-
alents.

Inventories. Inventories of textbooks and calculators are stated at the
lower of cost, determined on the frst-in, first-out method, or market.

Experience Swa’zes. Approximately annually, the Society conducts various

experience stu c' ies for use by its members. Expenses in connection with the

41

compilation of these studies are charged to 2 prepaid account. The following
fiscal year insurance compani ther commercial e mpioye‘rs of actuaries
are assessed for ’mese and other related expenses, at which time the prepaid
account is relieved by charg 6“{1’)8236‘.

Property and Equipmer ns, improvements and replacements
of major assets are capit Depreciation and amortization are
computed on the straight-iine method based on the estimated useful lives of

the assets or the terms of the leases.
Membership Dues. Dues are ¢

rata basis over the 5061&,\/ S me

~
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NOTE 2. INVESTMENTS

Investments are accounted for at fair value. Unrealized gains and losses
are recorded in the statement of activities. Cost and market value of invest-
ments are as follows:

1997 1996
Amortized Market Amortized Market
Cost Value Cost Value
Short-term: _
United States Treasury notes $1,703,685  $1,709,692 $1,514546  $1,505,155
Long-term:
United States Treasury notes 6,323,744 6,417,469 4,904,423 4,927,762
Corporate bond 9,949 10,238 9,052 9,675
S & P Depository Receipts 759,360 1,077,016 530,292 640,927
Toronto 35 Index Fund 106,413 115,398
7,093,053 7,504,723 5,551,080 5,693,762
$8,796,738  $9,214,415 $7,065,626  $7,198,917

Investment income for the year ended July 31, consists of the following:

1997 1996
Interest and dividend income § 576,930 $590,567
Gain (loss) on investments 483,635 (51,835)

$1,060,565 $538,732

NOTE 3. EQUIPMENT AND LEASEHOLD IMPROVEMENTS

A summary of equipment and leasehold improvements at July 31 follows:

1997 1996
Office equipment § 569,925 $ 512,978
Computer equipment 567,495 522,438
Truck 22,426 22,426
Leasehold improvements 58,833 55,938
1,218,679 1,113,780
Less accumulated depreciation and amortization 751,434 621,363

$ 467,245 $ 492,417

NOTE 4. LEASE COMMITMENTS

The Society occupies office space under a renegotiated lease agreement
through 2008 that includes an agreed-upon 2.7% increase per year and es-
calation clauses to cover future increases in operating costs above base year
costs. The Society also leases warchouse space under a lease agreement
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t includes an agreed-upon 2% increase per year. Total rent
expense was 5698,871 he vear ended Jufiy 31,1987 fSoS‘ ,260 in 1996).

As of July 31, 1997, fumre minimum al commitments, exclusive of
execuiory cosis such as reai estaie faxss and opera{mg expenses, for these

noncancelable leases are as follows:

-

1998 $ 416,000
1999 400,000
2060 411,000
2001 423,000
2002 434,600
2003~2008 2,868,000

54,952,000

REMENT PLAN

mimum eligibility requirements,
m. The Society contributes 16%
waximum allowable under IRS
amounts up to the limitation as
defined in the ributions are applied to purchase
tax deferred an . companies. The Society’s pol-
icy is o Tund reti 1eme'ﬁt costs accrued. Pension expense for the years ended
July 31, 1997 and 15996 was 5411,724 and 83606,435, respectively.

of the e
guidelines. ih

S
The Soci 01g anization under Section
501{6}(3} g 1997, the Society paid

83,000 for unrelated ess income texes. ThP income tax liability paid
for 1996 amounted 1o $7,982.

NOTE 7

Temporari
gains available

ET ASSETS

d revenues and

July 31,
1997 1996
Educational Award Fund $12,552 $14,611
Minority recruitment ’F‘,le 19,560

Research projects 29,784
$61,517 $34.171
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Sources of net assets released from temporary donor restrictions consisted
of an award of specified scholarships of $59,365 ($46,613 in 1996) and
$5,216 for a specific research project.

All gifts and pledges are considered unrestricted uniess otherwise specified
by the donor. However, the Board of Governors designates certain unre-
stricted amounts for specific purposes and projects as follows:

July 31,
1997 1996
Board designated:
Actuary of the future $ 22,770 $ 21,031
Computer science 58,090 50,605
Education and research 3,601 6,055
Financial reporting 204,778 195,128
Futurism 10,115 18,564
Health insurance 285,801 239,967
International 37,574 23,492
Investment 174,247 154,144
Nontraditional marketing 48,973 38,692
Pension 106,757 131,644
Product development 217,037 216,291
Reinsurance 70,189 71,808
Smaller Insurance Company 17,759 14,540

Total $1,257,691 51,181,961

NOTE 8. RESEARCH COMMITMENTS

The Society has outstanding commitments of $543,544 to outside indi-
viduals or organizations for research projects in progress or about to begin.
Of this amount, up to $125,914 will be provided out of Board Designated
funds, since various sections of the Society have agreed to contribute toward
these projects.

NOTE 9. SOCIETY OF ACTUARIES FOUNDATION AND
ACTUARIAL EDUCATION AND RESEARCH FUND (AERF)

When the Society of Actuaries Foundation (Foundation) was created, the
Society made a commitment to provide a dollar-for-dollar matching funds
challenge up to $500,000. During 1996, the Society paid a final $355,070
in contributions to the Foundation, thus fulfilling its commitment.

All administrative costs of the Foundation are currently provided for in
the Society’s budget. During 1997, the Society contributed $445,861
($556,704 in 1996) to support the administrative and fund-raising activities
of the Foundation. During 1997, the Society also provided $38,927 of project
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SCHEDULE OF CERTAIN INCOME ACCOUNTS

For the Year Ended

July 31,
1997 1996
Education and examination fees:
Examination fees $4,755,121 $4,641,915
Intensive seminars 119,600 154,051
Fellowship Admissions Course 296,855 275,010
Sale of study notes 1,335,344 1,383,428
Sale of “‘Actuarial Mathematics”’ 167,898 106,829
Calculator sales 157,136 138,522
56,831,954 $6,699,755
Continuing education fees:
Spring meetings $ 915,233 $ 983,633
Annual meeting 1,015,811 838,600
Seminars 930,249 1,058,878
$2,861,293 $2,881,111
Research:
Experience studies $ 623,835 $ 586,031
Other 94,881 64,901
$ 718,716 $ 650,932
Publication sales and other income:
Publication sales $ 93,033 S 96,500
Mailing labels and badges 31,806 26,793
Royalties 1,437 4,296
““The Actuary’® — income 2,878 2,154
Library 4,833 9,303
Advertising student newsletter 2,204 3,834
Miscellaneous income 9,747 2,176

$ 145938 $ 145,056
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SCHEDULE OF EXPENSES

For the Year Ended

July 31,
1997 1996
Salaries and related expenses $ 5,564,395 $ 5,329,174
Rent and electricity 598,871 681,260
Travel 33“r,0< 1 1,439,443
Hotel and related costs 816,580 834,270
Honoraria 154,975 122,600
Printing 1,316,396 1,360,901
Postage and mailing 1,407,877 1,351,916
Cost of calculators sold 115,834 106,666
Telephonc 220,422 108,192
Office stationery, supplics and mainienance 107,847 138,499
Program supplics and services 380,379 365,055
Professional fees 291,846 267,624
Wharton seminar/CD Rom development 88,,_;6 44,825
Grading services/ceurse development 539,807 544,972
Exam Centers ‘140,977 144,457
Insurance 57,866 63,330
Computer 158,788 161,839
Rescarch proects 291,377 422,130
Depreciation - books and equipment 92,561 85,211
Library 55,980 51,298
Fellowship admission course 345,002 342,809
Intensive seminars 76,879 118,891
Student newsletter 31,194 26,847
Experience studies 529,903 500,761
Bulletin board and web site 88,829 36,691
International relations 48,201 86,765
Public relations 58,238 107,990
q)]‘uvmumx ersity indtiative 28,697 44,720
nent employee travel 8,092 7,388
\/Latn Von‘(cqt 8,500 8,500
Actuariai Standards Board/Actuarial Board for Counseling
and Discipline expcuses 116,207 134,978
Scholarships, awards and Ph.D>. grants 131,865 187,763
Miscellaneous 173,426 159,864

$15,680,158 $15,397.629




FINANCIAL STATEMENTS AND AUDIT REPORT
INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statement of financial position of the
SOCIETY OF ACTUARIES as of December 31, and July 31, 1997, and the
related statements of activities, and cash flows for the five months ended
December 31, 1997. These financial statements are the responsibility of the
Society’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audits lo
obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, ev-
idence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and signif-
icant estimates made by management, as well as evaluating the overall fi-
nancial statement presentation. We believe that our audits provide a reason-
able basis for our opinion.

In our opinion, the financial statements referred to ebove present fairly,
in all material respects, the financial position of the Society of Actuaries as
of December 31, and July 31, 1997, and the changes in net assets and cash
flows for the five months ended December 31, 1997, in conformity with
generally accepted accounting principles.

[Signed] SELDEN, FOX AND ASSOCIATES, LTD.

Certified Public Accountants
February 13, 1998

339
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OF FINANCIAL POSITION

December 31,

July 31,

ASSETS 1997 1990
Current assets:
Cash and cash equivalenis ... S 450,579 $ 862,608
INVESIMENTS oo e 1,503,360 1,709,692
Accounts receivable, less allowance for doubtful
accounis of $19,000
($90,000 at July 31, 1997y ... 4,581,217 686,577
231,128 338,242
ence studies’ expensc 261,606 151,956
272,345 383,262
S . 7,300,235 4,132,397
Equipment and lcaschold improver uet of
accumuiated depreciation and amortization 466,968 467,245
Long-term Investments ..........ooceeviieni... 7,545,706 7,504.7723
Total assets $15,312,909 $12,104,365

LIABILITIES AND NI

Current liabilities:
Accounts payable and acerued

$ 2,211,242

S 1,620,381

Deferred revenues 4,688,799 2,316,569
Total current labilities .. ... ... .. 6,900,041 3,936,950
Net assets:

Unrestricted:
Available for operati 6,960,928 6,848,207
Board designated 1,409,362 1,257,691
Total unrestrici 3,370,290 8,105,398
Temporarily restricted net assets ....ooiviiiiiinninn. 42,578 61,517
Total net asselis ... . e 8,412,868 8,167,415
Total Habilities and net as $15,312,909 $12,104.365

See accompanying notes,
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STATEMENT OF ACTIVITIES
(For the Five Months Ended December 31, 1997)

Revenues and gains:

Membership dues ...
Education and examination fees .................
Continuing education fees ........................
Research income ........ocooooviiiiiiiiiiion.
Income from allied organizations ................

Publications sales and other income .............

Assessment for Actuarial Board for Counseling

and Discipline/Actuarial Standards Board ...
Contributions .......c.coooiiiiiiiiiii

Expenses:
Programs:

Education and examination services ..........
Continuing education ............coovvvvevenne.
Research ....oiiiiii i
Experience studies ...
SOA Foundation support ......................

Publications and member services .............
Public information programs ..................
Scholarship and awards ................ooien..

Asia office
International relations

General and administration .......................
Total EXPENSSS .uvvvieieerreniaeaaeiananns
Change in net assets ................co.evees

Net assets, beginning of the period ..............

Net assets, end of the period ...................

See accompanying notes.

Temporarily
Unrestricted Restricted Total

$1,694,137 $1,694,137
3,116,426 3,116,426
1,650,751 1,650,751
14,534 14,534
138,541 138,541
70,168 70,168
1,573 1,573
$12,280 12,280
270,254 565 270,819

31,784 (31,784)
6,988,168 (18,939) 6,969,229
2,155,465 2,155,465
1,503,297 1,503,297
588.267 588,267
81,145 81,145
209,512 209,512
909,183 909,183
212,062 212,062
1,500 1,500
69,487 69,487
49,679 49.679
944,179 944,179
6,723,776 6,723,776
264,392 (18,939) 245,453
8,105,898 61,517 8,167,415
$8,370,290 $42. 578 $8,412,868




347 TSA 199798 REPORTS

Cash fiows from operating activitics:
Change in 0et aSSBlS ... ouvviiin ity
Adjustments to reconcile change in
cash used in operating activiil
Depreciation and amortiz
G'dill on illVCSHIlCHtS
Changes in certain working
WNet accounts receivable
Inventory
Prepaid expericuce studies
Other current asscts ...

Deferred revenues and advances

Net cash used in operating a

Cash flows from investing activities:
Purchase of property and cquipment
Investment purcheses ...
Procceds from sale of investments

Net cash provided by investing

activities
Net decrease in cas!
Cash and cash cquivalenis, beginning o

~

fes)
Cash and cash cquivalents, end of the per

See accompanying notes.

Jecember 31, 1997

56,647
(28,869)

(3,894,640}
107,114

(109.650)
110,917
590,839
2,372,230

(549,939)

137,850

(412,089)
362,668

450,579

-



FINANCIAL STATEMENT 343

NOTES TO THE FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Purpose. The Society of Actuaries (‘*Society’”) is an
educational, research and professional membership organization dedicated
to serving the public and Society members. Its mission is to advance actu-
arial knowledge and to enhance the ability of actuaries to provide expert
advice and relevant solutions for financial, business, and societal problems
involving uncertain future events. Effective August 1, 1997, the Society
changed its fiscal year from August 1 through July 31 to a calendar year.
These financial statements present the activity for the short period August
1, 1997 through December 31, 1997.

General. The Society maintains its accounts in accordance with the prin-
ciples and practices of fund accounting. Fund accounting is the procedure
by which resources for various purposes are classified for accounting pur-
poses in accordance with activities or objectives specified by donors. These
financial statements, which are presented on the accrual basis of accounting,
have been prepared to focus on the Society as a whole to present balances
and transactions according to the existence or absence of donor-imposed
restrictions. This has been accomplished by classification of net assets and
transactions into two classes — temporarily restricted and unrestricted.

Net assets and revenues, expenses, gains and losses are classified based
on the existence or absence of donor-imposed restrictions. Accordingly, net
assets and changes therein are classified as follows:

Temporarily Restricted Net Assets. Net assets subject to donor-imposed
stipulations that may or will be met by actions of the Society or passage
of time.

Unrestricted Net Assets. Net assets not subject to donor-imposed stip-
ulations.

Revenues are reported as increases in unrestricted net assets unless use
of the related assets 1s imited by donor-imposed restrictions. Expenses are
reported as decreases in unrestricted net assets. Gains and losses on invest-
ments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by explicit donor stipu-
lation or by law,

Expiration of temporary restrictions on net assets (i.e., the donor-imposed
stipulated purpose has been fulfilled or the stipulated time period has elapsed)
are reported as reclassifications between the applicable classes of net assets.
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Contributions, including unconditional promises to receive or give, are
recognized as revenues in period recelved, or expenses in the period
committed. Conditional promises to receive or give are not recognized until
they become unconditional, that is, when the conditions on which they de-
pend are substantially met ‘ibutions of assets other than cash are re-
corded at their estimated

Pervasiveness of Estimates. preparation of financial statements in
accordance with geae*ﬂ‘w accepted accounting principles reguires manage-
ment to make estimates and assamptions that aff ¢ct the reported amounts of

the date of the financial statements and
during the reporting period. Ac‘*ug% results could differ from those estimates.
Certain significant estimates used in the preparation of these financial state-
ments include the following:

L

assets, llabilities and activities at
in

The Society has estimated uncollectible receivables to approximate
519,000 based upon expecied dues waivers and historical bad debt
write-offs.

k]

The Society records investments at fair value, based on quoted market
prices for those or simi‘;ar in*v./'esi:m@ms.

the related revenues for publications,
ated tc the preparation of

To properly
the Society
publications ba

The Society a'ﬂocates expenses such as rent, depreciation, etc. by func-
tion (i.e., major classes of program services) based on square footage.
Expenses “CIa ed to computer usage are allocated based upon depart-
ment computer equipment, number of programs used, and an estimated

distribution of fcm:muor services personnel.

For each of the fCMDn:lwca, estis
the recorded amow‘ms or relate LSC}U
near future as new information |

Cash and Cash aquzva[@n/s.
vestments with an original ma
alents.

Membership Dues. The Society assesses dues for a calendar year 10 mem-
bers according to their designation. Dues are billed in December for the
following vyear, recorded as deferred revenues, then recognized as revenue
on a pro-rata basis over the ensuing calendar year.

Inventories. Tnveniories of textbooks and calculators are stated at the
lower of cost, determined on the first-in, first-out method, or market.

it is reasenably possible that
gnificantly change in the

t/
¢

- »»
m
[
Q iy
&
jioniy
.
wl
)--\

he Socie’a / CO “iders ali highly liquid in-
: ee months or less to be cash equiv-
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Experience Studies. Approximately annually, the Society conducts various
experience studies for use by its members. Expenses in connection with the
compilation of these studies are charged to a prepaid account. The following
fiscal year insurance companies and other commercial employers of actuaries
are assessed for these and other related expenses, at which time the prepaid
account is relieved by charging expense.

Property and Equipment. Acquisitions, improvements and replacements
of major assets are capitalized at cost. Depreciation and amortization are
computed on the straight-line method based on the estimated useful lives of
the assets or the terms of the leases.

NOTE 2. INVESTMENTS

Investments are accounted for at fair value. Unrealized gains and losses
are recorded in the statement of activities. Cost and market value of invest-
ments as of December 31, and July 31, 1997 are as follows:

December 31, 1997 July 31, 1997
Amortized Market Amortized Market
Cost Value Cost Value
Short-term: _ - .
United States Treasury notes $1,500,637 51,503,360 $1,703,685 51,709,692
Long-term:
United States Treasury notes 6,327,092 6,448,819 6,323,744 6,417,469
Corporate bond 9,949 10,238
S & P Depository Receipts 759,360 1,096,787 759,360 1,077,016
7,086,452 7,545,706 7,093,053 7,504,723
$8,387,089  $9,049,066 $8,796,738  $9,214,415

Investment income for the period ended December 31, and July 31, 1997
consists of the following:

December 31, Tuly 31,
1997 1996
Interest and dividend income $241,950 $ 576,930
Gain on investments 28,869 483,635

$270,819 $1,060,565
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NOTE 6. INCOME TAXFES

The Society is qualified as a tax-exempt organization under Section
501(c)(3) of the Internal Revenue Code.
NOTE 7. RESTRICTIONS AND LIMITATIONS ON NET ASSETS

Temporarily restricted asset balances consist of unexpended revenues and
gains available for the following at December 31, and July 31, 1997:

December 31, 1997 July 31, 1997
Educational Award Fund $12,733 $12,552
Minority recruitment 29,845 29,784
Research projects 19,181
$42,578 $61,517

Sources of net assets released from temporary donor restrictions consisted
of $31,784 for a specific research project.

All gifts and pledges are considered unrestricted unless otherwise specified
by the donor. However, the Board of Governors designates certain unres-
tricted amounts for specific purposes and projects as of December 31, and
July 31, 1997 as follows:

December 31, 1997 July 31, 1997
Board designated:
For Sections:

Actuary of the future $ 20,482 $ 22,770
Computer science 46,065 58,000
Education and research 3,040 3,601
Financial reporting 210,674 204,778
Futurism 4,897 10,115
Health insurance 275,082 285,801
International 30,646 37,574
Investment 165,729 174,247
Nontraditional marketing 44,656 48,973
Pension 95,866 106,757
Product development 227,995 217,037
Reinsurance 67,377 70,189
Smaller Insurance Company 16,853 17,759
1,209,362 1,257,691

For technological improvements 200,000

Total $1,409,362 $1,257,691
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FINANCIAL STATEMENTS AND AUDIT REPORT
INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statement of financial position of the
SOCIETY OF ACTUARIES as of December 31, 1998 and 1997, and the
related statements of activities, and cash flows for the year ended December
31, 1998. These financial statements are the responsibility of the Society’s
management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, ev-
idence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and signif-
icant estimates made by management, as well as evalvating the overall fi-
nancial statement presentation. We believe that our audits provide a reason-
able basis for our opinion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of the Society of Actuaries as
of December 31, 1998 and 1997, and the changes in net assets and cash
flows for the year ended December 31, 1998, in conformity with generally
accepted accounting principles.

[Signed] SELDEN, FOX AND ASSOCIATES, LTD.

Certified Public Accountants
February 19, 1999

349



[¥%)
U
]

T8A 1997-98 REPORTS

VTEMENT OF FINANCIAL POSITION

December 31,

ASSCTS 1998 1997
Current assets:
Cash and cash equivalenis ............. ... $ 1,831,670 S 450,579
Investments 1,322,531 1,503,360
Accounts receivable, less allowance for doubtful ’
accounts of $15,000 ($19,000 in 1997) ... 4,202,853 4,581,217
TNVENTOTIES oot e 246,997 231,128
Prepaid experience studies” expense ... 247,151 261,606
Oher o s 345,826 272,345
Total current assets ... 8,197,028 7,300,235
Equipment and leasehold improvements, net of
accumulated depreciation and amortizat 572,718 466,968
Long-term mvestments ..ot 7,364,853 7,545,706
Total assets ... ..o 516,134,601 $15,312,909
LIABILITIES AND N ASSETS
Current liabilities:
Accounts payable and accrued expenses .........o...... $ 2,205,256 S 2,211,242
Deferred revenues ... 3.074.219 4,688,799
Total current liabilities .............................. 7,279,475 6,900,041
Net asszis:
Unrestricted:
Available for operations ... 7,273,432 6,960,928
Beard designated ... 1,497 914 1,409,362
Total unrestricted ... . 8,771,346 8,370,290
Temporarily restricted net assets ... 83,780 42,578
Total net asseis ... e 8,855,126 8,412,868
Total lizbilitics and net assets ... 516,134,601 $15,312,969

See accompanying noies.
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STATEMENT OF ACTIVITIES
(For the Ycar Ended December 31, 1998)

Revenues and gains:

Membership dues .........

Education and examination fees

Continuing education fees
Research income ..........

Income from allied organizations ................

Publications sales and other income .............

Contributions ..............
Investment income.........

Net assets released from restriction ..............

Total revenues and gains ....................

Expenses:

Programs:
Education and examinati
Continuing education ..
Research ................
Experience studies
Support to the Actuarial

on services

Foundation ..........

Publications and member services .............

Public information programs

Scholarship and awards

351

Asia office

Intcrnational relations

General and administration ...............ccoeu...

Total expenses .....

Change in net assets

Net assets, beginning of the year ................

Net assets, end of the year

See accompanying notes.

Temporarily

Unrestricted Restricted Total
$ 4,886,544 $ 4,886,544
7,066,704 7,066,704
3,087,136 3,087,136
719,358 719,358
361,414 361,414
217,121 217,121
10,000 $ 87,220 97,220
1,010,310 2,982 1,013,292

49,000 (49,000)

17,407,587 41,202 17,448,789
5,609,796 5,609,796
3,234,403 3,234,403
1,114,246 1,114,246
744,067 744,067
540,349 540,349
2,624,878 2,624,878
406,009 406,009
109,000 109,000
129,985 129,985
133,397 133,397
2,360,401 2,360,401
17,006,531 17,006,531
401,056 41,202 422,258
8,370,290 42,578 8,412,868
$ 8,771,346 $ 83,780 $ 8,855,126
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Cash flows from operating activities:
Change 1 net assets ..., $442,258
Adjustments to reconcile nge in net ass
cash used in operating activitiss:

Depreciation and amortization 172,378
Gain on investments ........... (446,025)
Changes in certain working ca
Net accousnts r cuw.bc 378,364
INVENTOTY .o e (15,869
Prepaid experienice StUGIes ... 14,455
Other current assets (73,481)
Accounts payable and accrued (5,986)
Deferred revenues and advanc 385,420
Net cash provided by operating 851,514
Cash flows from invesiing activities:
Purchase of property and equipment ...l (278,128)
Investment purchases (692,295)
Proceeds from sale of investm 1,500,000
Net cash provided by investing 529,577
ACHIVIEISS ..o >
Net increase incash ..., 1,381,091
Cash and cash cquivalents, beginni 450,579
Cash and cash equivalents, end of the period............... S1,831,670

See accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES

Organization and Purpose. The Society of Actuaries (“*Society’”) is an
educational, research and professional membership organization dedicated
to serving the public and Society members. Its mission is tc advance actu-
arial knowledge and to enhance the ability of actuaries to provide expert
advice and relevant solutions for financial, business, and societal problems
involving uncertain future events. Effective August 1, 1997, the Society
changed its fiscal year from August 1 through July 31 to a calendar year.

General. The Society maintains its accounts in accordance with the prin-
ciples and practices of fund accounting. Fund accounting is the procedure
by which resources for various purposes are classified for accounting pur-
poses in accordance with activities or objectives specified by donors. These
financial statements, which are presented on the accrual basis of accounting,
have been prepared to focus on the Society as a whole to present balances
and transactions according to the existence or absence of donor-imposed
restrictions. This has been accomplished by classification of net assets and
transactions into two classes — temporarily restricted and unrestricted.

Net assets and revenues, expenses, gains and losses are classified based
on the existence or absence of donor-imposed restrictions. Accordingly, net
assets and changes therein are classified as follows:

Temporarily Restricted Net Assets. Net assets subject to donor-imposed
stipulations that may or will be met by actions of the Society or passage
of time.

Unrestricied Net Assets. Net assets not subject to donor-imposed stip-
ulations.

Revenues are reported as increases in unrestricted net assets unless use
of the related assets is limited by donor-imposed restrictions. Expenses are
reported as decreases in unrestricted net assets. Gains and losses on invest-
ments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by explicit donor stipu-
lation or by law.

Expiration of temporary restrictions on net assets (i.e., the donor-imposed
stipulated purpose has been fulfilled or the stipulated time period has
elapsed) are reported as reclassifications between the applicable classes of
net assets.

Contributions, including unconditional promises to receive or give, are
recognized as revenues in the period received, or expenses in the period
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Experience Studies. Approximately annually, the Society conducts various
experience studies for use by its members. Expenses in connection with the
compilation of these studies are charged to a prepaid account. The following
fiscal year insurance companies and other commercial employers of actuaries
are assessed for these and other related expenses, at which time the prepaid
account is relieved by charging expense.

Property and Equipment. Acquisitions, improvements and replacements
of major assets are capitalized at cost. Depreciation and amortization are
computed on the straight-line method based on the estimated useful lives of
the assets or the terms of the leases.

NOTE 2. INVESTMENTS

Investments are accounted for at fair value. Unrealized gains and losses
are recorded in the statement of activities. Cost and market value of invest-
ments as of December 31 are as follows:

1998 1997
Amortized Market Amortized Market
Cost Value Cost Value
Short-term:
United States Treasury notes $1,302,047 1,322,531 $1,500,637  $1,503,360
Long-term:
United States Treasury notes 5,509,148 5,774,131 6,327,092 6,448,919
S & P Depository Receipts 933,842 1,590,724 759,360 1,096,787
6,442,990 7,364,855 7,086,452 7,545,706
$7,745,037  $8,687,386 $8,587,089  $9,049,066

Investment income for the year ended December 31, 1998 and the five
months ended December 31, 1997, consists of the following:

1998 1997
Interest and dividend income $ 567,267 $241,950
Gain on investments 446,025 28,869

$1,013,292 $270,819
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NOTE 6. OTHER POSTRETIREMENT BENEFITS

Effective January 1, 1998, the Society provides certain postretirement ben-
efits such as medical and dental insurance to eligible employees and to their
eligible dependents. To obtain benefits, an employee must have:

1. Worked between 20 and 30 hours per week, attained age 55 and complete
15 continuous years of service with the Society.

2. Attained age 55, completed 18 continuous years of service and entered
into a contractual consulting arrangement with the Society.

3. Attained age 55 and completed 18 continuous years of service with the
Society.

Currently the carrier requires, for antiselection reasons, the retiree to pay
50% of the premium cost for the coverage.

The Society engaged an actuary to perform the calculation of the present
value of the Plan obligation and the net periodic postretirement expenses as
follows:

Benefit obligation at December 31 S 809,840
Fair value of plan assets at December 31 None
Funded (unfunded) status (809,840)
Accrued benefit cost recognized in the statement of financial position 188,233
Weighted average assumptions as of December 31, 1998:
Discount rate 7%
Expected return on plan assets Not applicable
Rate of compensation increase Not applicable

For measurement purposes, an 8 percent annual rate of increase in the per
capita cost of covered health care benefits was assumed for 1999. The rate
was assumed to decrease gradually to 5 percent for 2010 and remain at that
level thereafter.

Benefit cost $ 189,933
Employer contribution 1,700
Plan participants’ contribution 1,700
Benefits paid (3,400)

NQOTE 7. INCOME TAXES

The Society is qualified as a tax-exempt organization under Section
501(c)(3) of the Internal Revenue Code.
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Educational Award Func
Minority reciuitment

ATIONS ON NET ASSETS

O

f unexpended revenues and

1997

$12,733
29,845

542,578

7 donor restrictions consisted

follows:

Board designated:
For sections:
Actuary of the futurc
Computer science
Education and rescarch
Financial reporting
Futurism

Heazlth insurance

International

Investment

Management and personal develo
Noniraditional marketing

Pension

Prodict 1 ant
Product development
Reinsurance

Smaller Insurance Company

For technological improvements

Total

1908 1997
S 23,676 $ 20,482
56,723 46,065
2,632 3,040
3,094 210,674
577 4,897
303,024 275,082
43,276 10,646
196,432 165,729
5,325
41,763 44,656
63,162 95,866
243,940 227,995
32,340 67,377
19,011 16,853
1,424,575 1,200,362
73,539 200,000
$1.497,914 31,409,362
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NOTE 9. RESEARCH COMMITMENTS

The Society has outstanding commitments of $661,832 to outside indi-
viduals or organizations for research projects in progress or about to begin.
Of this amount, up to $145,851 will be provided out of Board designated
funds, since various sections of the Society have agreed to contribute toward
these projects. The temporarily restricted net assets are not obligated to fulfill
these commitments.

NOTE 10. THE ACTUARIAL FOUNDATION AND ACTUARIAL
EDUCATION AND RESEARCH FUND (AERF)

All administrative costs of the Actuarial Foundation (Foundation, formerly
known as the Society of Actuaries Foundation) are currently provided for
in the Society’s budget. During the period ended December 31, 1998, the
Society contributed $527,054 to support the administrative and fund-raising
activities of the Foundation. During this same time period, the Society also
provided $13,295 of project costs for the Foundation. These project costs
were reimbursed by the Foundation.

The Society also allocated expenses of $20,793 for staff efforts to support
AERF. Allocated expenses, in both cases, consist primarily of salary and
fringe benefits.
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RESPONSIBILITY FOR
CIAL INFORMATION

forming an opinion on the basic
The information in this section is

i wes ma

catements

:mantiOﬁ has been subjected to the
financial statements and, in our
pects in relation to the basic fi-

FOX AND ASSOCIATES, LTD.
tified Public Accountants
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SCHEDULE OF CERTAIN INCOME ACCOUNTS
(For the Year Ended December 31, 1998)

Education and examination fees:

361

Examination fees $5,057,722
Intensive seminars 121,430
Fellowship admission course 290,251
Sale of study notes 1,217,805
Sale of Actuarial Mathematics 222,540
Calculator sales 156,956
$7,066,704
Continuing education fees:
Spring meetings $ 867,979
Annual meeting and exhibits 1,076,341
Seminars 1,142,816
$3,087.136
Research:
Experience studies S 635,171
Other 84,187
$ 719,358
Publication sales and other income:
Publication sales $ 111,413
Job Link 65,665
Mailing labels and badges 22,579
Royalties 3,412
Library 4,772
Advertising student newsletter 4,740
Miscellaneous income 4,540

$ 217,121
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Salaries and related cxpenses
Rent and electricity

Travel

Hotel and related costs
Houoraria

Printing

Postage and maili
Cost of calculators sold

Telephone

Office stationery. supplies and mairtcnance

ices

Examination grading
Exam center cost
Insurance

Equipment malntenance

Computer

Research projests

Experience studies

Depreciation —- books and equipment

Library

Fellowship admissicn course
Intensive seminars

Student newsletter

Bulletin board and web site

Internaticnal Actuarial Association

Public relations

College/university initiative

Government employee travel

Actuarial Standards Board/Actuarial Board for Counscling and
Discipline expen

388

and Ph.D. grants

Scholarships, awa
Relocation expenses
Miscellaneous

$ 6,126,935
740,431
1,670,454
1,029,987
80,534

1,419,084
1,384,971
106,150
194,756
91,075

492,537
411747
557,700
133,432

64.312

5,723
280,720
233,926
570,686

79,382

54,990
393,342
77,232
32,775
117,552

16,802
82,767
51,209
14,526

104,913
104,500

49,088
232,293

517,006,531




