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THE ACTUARIAL PROFESSION 

The Institute of Actuaries of Australia has professional responsibility for the conduct of 
the profession in Australia. The term "actuary" is defined in life insurance, general 
insurance and superannuation (pension fund) legislation as a Fellow or Accredited 
Member (of the Institute). An Accredited Member is a recognised Fellow of an overseas 
actuarial body practising in Australia having satisfied the Institute's professionalism and 
residency requirements. 

Actuaries practising in Australia 

The membership of the Institute of Actuaries of Australia over the last two years is set out 
in the table below: 

The classification of Fellows by principal area of activity is illustrated by the following 
chart: 

Number at 1 October 
1995 
865 
40 
3 6 

422 
1,697 

Class 

Fellow 
Accredited 
Associate 
Student 
Total 

Number at 1 October 
1993 
759 

3 0 
33 1 
436 

1,556 



1.3 Actuarial Education in  Australia 

New Fellows of the Institute (FIAA) must pass or be exempted from subjects A-D of the 
Institute of Actuaries (London) or equivalent courses through the Faculty of Actuaries 
(Scotland). In addition exemption must be gained from the Actuarial Control Cycle 
subject which is studied via courses offered at Macquarie or Melbourne Universities and 
passes must be achieved in two of five professional subjects through the Institute of 
Actuaries of Australia. 

Increasingly new student members are entering the profession by gaining exemption for 
the first four subjects through undergraduate courses offered by Macquarie, Melbourne 
and Australian National Universities. 

The Actuarial Control Cycle subject is being run for the first time in 1996 and can only 
be studied through a university course. The course is intended to provide students with a 
generalised actuarial approach necessary to tackle a range of commercial problems 
including (but not limited to) those associated with risk-based financial services products. 
The subject is deliberately not specific to any single area of practice but draws from many 
areas of work including investments, finance, life insurance, general insurance and 
superannuation and other areas not normally associated with actuaries. 

The two professional or  "specialist" subjects must be chosen from Life Insurance, 
General Insurance, Superannuation, Investment Management or Finance. These courses 
are set and examined by the Institute. The Investment Management and Finance courses 
also require credit level passes from some subjects conducted by the Securities Institute 
of Australia. 

1.4 Consulting actuaries in Australia 

The majority of Consulting Actuaries continue to be employed in the superannuation 
field, although the growth of Actuarial involvement in this area has slowed dramatically 
in recent years. 

Introduction of the new life insurance legislation and the continued growth in merger and 
demutualisation activity as well as expansion of Asian operations has generated 
considerable demand for advice from consulting firms. 

Banks, unit trust providers, health funds, friendly societies and others in the financial 
services industry are a growing client base for consulting actuaries. 

The International Association of Consulting Actuaries is not an active organisation in 
Australia. The Institute and various industry bodies provide a suitable forum for 
discussion and expression of views for consulting actuaries in Australia. 



2. THE ECONOMY 

2.1 Statistics 

The 90 day bank bill rate is currently 7.5%; while the yield on 10 year Government 
bonds is 8.0% 

Unemployment is currently at the level of 8.6%. 

2.2 Inflation and wage increases 

The rate of inflation in Australia is measured by the rate of increase in the Consumer 
Price Index and wage increases by Average Weekly Ordinary Time Earnings. The rates 
of increase over the last five calendar years are presented in the following table: 

The average rates for the last 10 years have been 5.0% for the Consumer Price Index and 
5.3% for Average Weekly Ordinary Time Earnings. Average Weekly Ordinary Time 
Earnings are around A$663 per week (STG 325, or US$491) as at January 1996. 

Period 

1995 
1994 
1993 
1992 
1991 

2.4 Exchange rates 

As at January 1996 exchange rates for major currencies were: 

Consumer Price 
Index 

5.1% 
2.5% 
1.9% 
0.3% 
1.5% 

Exchange Rate January 1996 
(eauivalent to AS1.00) 

Average Weekly 
Earnings 

(AWOTE) 
5.2% 
4.2% 
3.0% 
1.5% 
4.2% 

. n 
US$ 
- -~ 

0.74 

STG 
YEN 1 79.86 

0.49 



3. AUSTRALIAN SOCIAL SECURITY 

3.1 Social Security Pensions 

(a) Age Pension 

The age pension is payable to any person who has 10 years' qualifying residence in 
Australiamd is at least 65 years of age (men) or 60 years (women). The Australian 
Government has set down a timetable for increasing the qualifying age for women to age 
65 within the next 20 years. The pension for a single person is currently $167.95 per 
week and $280.20 per week for a pensioner couple. 

The payment of the pension is subject to an income test and an asset test. The full 
pension would be payable if income is less than $47 per week (single pensioner) or $82 
per week (pensioner couple). The pension is reduced with income earned in excess of 
these amounts by $1 for each $2 of income. The age pension is not payable where 
income exceeds $388 per week (single pensioner) and $648 per week (pension couple). 
The assets test varies depending on whether or not the pensioner is a homeowner and 
operates in a similar manner to the income test. The pensioner is paid the lower pension 
determined after applying both tests. 

(b) Other Pensions 

The other Social Security pensions payable are a disability support pension, a widow's 
pension and a sole parent's pension. The rates of pension are the same as the age 
pension. There are also allowances payable under the social security system to 
supplement pensions. 

3.2 Medicare 

Medicare, the government's national health scheme is compulsory and financed through a 
tax levy of 1.5% of wages. The scheme basically provides a rebate of 85% of scheduled 
fees for medical and surgical services, plus basic hospital accommodation. 
Supplementation by registered private health insurance funds is permitted. 

3.3 Employer-sponsored health care plans 

These have not been common in Australia as employer-sponsored health benefits are 
subject to fringe benefits tax. Legislation which became effective 1 October 1995 
effectively risk-rated health insurance products and requires all health care 
plans to be offered at community-rated premiums via registered health insurers. 



3.4 Institute activities in social security 

The Institute of Actuaries of Australia has set up a health task force which produced a 
paper during 1995 on the provision and funding of health care as a draft submission to the 
Commonwealth Minister of Health. The Institute has decided not to submit the paper to 
the Minister. 

A paper entitled Long Term Care - Disability and Ageing by Walsh and DeRavin was 
presented to the Institute in 1995 which addressed the issue of funding and delivery of 
long term care in Australia. 

4. OCCUPATIONAL SUPERANNUATION 

The superannuation industry has undergone significant change over the last ten to twelve 
years. While the Federal government has announced that no further dramatic changes to 
superannuation are envisaged in the next few years, many industry observers are 
sceptical. It remains to be seen whether the outcome of the March 1996 Federal election 
will result in further superannuation changes. 

4.1 Superannuation Guarantee Charge 

This legislation has made it mandatory for all employers to provide a minimum level of 
superannuation for all employees, including most part-time employees and casual 
employees. Any employers not voluntarily meeting this obligation from occupational 
superannuation funds are charged a non-tax deductible Superannuation Guarantee Charge 
which is distributed back to the respective employees by the taxation office. The level of 
contributions, or employer support in the case of defined benefit funds, is now 6% of 
salaries for large employers and this will increase to 9% of salaries by 2002. 

4.2 Compulsory Member Contributions 

The Federal Government has announced plans to support award-based requirements for 
compulsory member contributions. 

It is proposed contributions will be introduced according to the following scale: 

1% of salary in 1997198 
2% of salary in 1998199 
3% of salary in 199912000 

Existing member contributions may be counted towards the compulsory requirements. 

Qualifying member contributions will attract a tax rebate in the form of matching 
Government contributions to a fund of the member's choice. Matching Government 
contributions are subject to a cap of 1% of Average Weekly Earnings (AWOTE) in 



1998199 rising to 3% of AWOTE in 200012001. Government contributions are also 
subject to a means test with no Government contributions where income exceeds 2 x 
AWOTE. 

4.3 Superannuation Industry Legislation 

The Superannuation Industry (Supervision) (SIS) Act took effect for most plans from I 
July 1994. 

It introduced new standards for management of superannuation plans, in particular 
focussing on trustee obligations, members' representation and statutory rights. 

4.4 Member Investment Choice 

The superannuation industry is expecting further demand for this facility, where members 
of defined contribution plans choose an investment strategy for the investment of their 
(and sometimes their employer's) contributions from a range of strategies offered by plan 
Trustees. 

5. LIFE INSURANCE 

5.1 New Life Insurance Act 

A new Life Insurance Act has been passed which has impacted significantly on the 
industry. 

Realistic financial reporting using the Margin on Services method combined with an 
integrated solvency and capital adequacy standard introduced under the new legislation is 
a significant development for the actuarial profession. 

5.2 Industry Code of Conduct 

A code of conduct for the sale of life insurance which among other things requires the 
disclosure of commissions has and will continue to influence product design and 
distribution systems. 

These developments have placed life insurers under increasing pressure often resulting in 
the need to restructure and rationalise their operations. 



6. GENERAL INSURANCE 

6.1 General 

Consulting actuaries are expanding their involvement in the general insurance area. Their 
contribution has extended beyond the traditional role of financial reporting and statutory 
returns to assist premium rating, strategic planning and management. 

6.2 Compulsory Third Party Insurance 

Worsening of experience of Compulsory Third Party motor vehicle insurance, 
particularly in NSW resulted in some criticism being levelled at actuaries recommending 
premium rates. 

This criticism was on the whole unjustified as it seems broad interpretation by courts of 
both the admittance and size of claims under the legislation was largely the contributing 
factor to the deterioration in experience. 

This has however highlighted the risks actuaries face in having a statutory rather than 
purely advisory role. 

Legislative reform to cap the types and size of claims under this scheme is being 
developed. 

7. OTHER ISSUES 

7.1 Accounting Standard AAS1023 

A new accounting standard requires companies to disclose in their published financial 
accounts a value of accrued employee entitlements other than superannuation. The 
standard requires that liabilities such as long service leave and sick leave be disclosed at 
their present value. This standard does not specifically require advice of an actuary but 
consulting actuaries have been performing these calculations. 

7.2 Anti-Discrimination Legislation 

Discrimination on the grounds of gender, age, marital status etc is prohibited under 
various State and Federal laws unless where actuarial, statistical or other relevant data 
support the discrimination. Insurance and superannuation have some exemptions 
although there is talk of these being reduced or abolished. An area of concern for 
actuaries in Australia is the potential removal of the right of insurers or superannuation 
fund trustees to classify risks and the consequent implications for anti-selection. 


