
AUSTRALIA 

1. Association of Consulting Actuaries 
At the time of the Sydney IACA Conference there 

were three firms of consulting actuaries in Australia, plus 
one sole practitioner. This remains the situation, and 
membership of the Australian Association of Consulting 
Actuaries has not expanded. 

No event in our Association in the last two years has 
matched the Sydney IACA Conference. We hope that 
those who made the long trip to Australia enjoyed the 
Conference as much as we enjoyed being your hosts. 

2. The Actuarial Profession 

The Australian Code of Professional Conduct has 
finally been adopted without, to date, any discernible 
effects on either the consulting firms or employed 
actuaries. 

The Institute of Actuaries of Australia has decided 
in principle to commence its own examination system, 
both because it considers that it is time for it to shoulder 
greater responsibility and because it hopes that examina- 
tions, plus regulation under the Code of Conduct, will 
bring closer its aim of greater legislative recognition. 

3. The Australian Scene 

In 1976 we reported that the Australian scene had 
been dominated by politics and inflation. Both are still 
with us but the political scene has stabilized and the 
Liberal/National Party coalition, confirmed in office at a 
December 1977 election, has managed to achieve 'single 
digit' inflation, particularly by curbs on public spending. 
The official indices have been - 

Consumer 
Price Increase 

Quarter Index (a) over year 
% 

Dee. 1974 168.1 
Dec. 1975 191.7 14.0 
Dec. 1976 219.3 14.4 
Dec. 1977 239.6 9.3 

Average 
Weekly Increase 

Earnings (b) over year 
% 

$147.70 
$166.90 13.0 
$187.40 12.3 
$204.70 9.2 

(a) Weighted average, six State capitals. 
(b) Seasonally adjusted, Australia. 

At the time of writing (March 1978) unemployment 
is at the highest levels since before World War 11, and is of 
particular concern among the younger members of the 
community. 

Government action has recently succeeded in achiev- 
ing some reduction in interest rates. The yield curve for 
government bonds is now almost flat at about 9%. 

4. Life Insurance 
The various problems of the life insurance industry 

mentioned in our 1976 report, and expenses growing 
faster than business, have eventually resulted in mergers 
among the smaller life insurance companies. Further 
mergers are far from impossible. Consulting actuaries have 
been engaged in negotiations between the merging parties, 
and in fulfilling the requirements of the regulatory 
authorities. 

The Trade Practices Commission has ruled a number 
of agreements between major life offices, particularly 
relating to 'sole agency' sales forces, to be contrary to  the 
public interest. 

After having operated for 25 years, and having been 
criticized for many of those years, the minimum valuation 
basis prescribed by the Life Insurance Act has finally been 
eased. The changes include - 

- use of a more modern mortality table 

- higher interest rates - 4%% (instead o f  3%%) for 
taxed business and 6% (instead of 3%%) for non- 
taxable 'superannuation' policies 

- a greater permissible allowance for initial expenses. 

5. National Superannuation 
The Hancock Committee submitted the second, and 

final, section of its Report in June 1977. This related to 
regulation of private sector superannuation and, like the 
first part, consisted of majority and minority reports. The 
majority proposals are - 

- review of public sector superannuation benefits t o  
eliminate the present 'stacking' with Age Pensions 
(even if no National Superannuation Scheme is 
introduced), and to achieve a measure of integration 

- prescribed limits for favourable treatment of super- 
annuation funds under taxation legislation, avoiding 
if possible the present 'dual standard' for public and 
private sectors, and recognizing the desirability of 
integration 

- compulsory vesting (on a basis derived from ERISA, 
but with a suggestion of a particularly generous 
formula), and prohibition of cash withdrawal benefits 

- mandatory actuarial review of defined benefit 
schemes 

- a requirement that employers guarantee accrued 
benefits on termination of any unallocated fund 

- minimum disclosure and reporting standards 

- elimination of sex discrimination 

It seems unlikely, in the short run, that the govern- 
ment will contemplate introduction of the National 
Superannuation Scheme proposed by the first Majority 
report, or even great extension of the existing Age Pen- 
sion which remains subject to an 'income test' before age 
70. Age and other pensions are now automatically up- 
dated, according to increases in the Consumer Price 
Index, every six months. 

Government reaction to the proposals for detailed 
regulation is difficult to predict. Reduction of benefits 
from public sector schemes will meet resistance and 
there have been no significant failures of private schemes 
to generate demand for legislation in the private sector. 

6. Private Sector Superannuation 

Changes in private superannuation plans and practice 
have been confined to peripheral areas. Following reduc- 
tion of personal tax allowances for employee contribu- 



tions more plans offer non-contributory benefits, and 
many higher paid executives are opting for higher retire- 
ment benefits instead of salary increases. 

Trustees of pension plans have had difficulty in 
financing realistic pension increases; some have moved 
towards "intergrating" with Age Pensions now the latter 
are payable to all over age 70. 

'Ihe Taxation Commissioner has published his 
previously unwritten, but well-known, scale showing the 
maximum reasonable benefits which qualify for taxation 
concessions. 

The Institute of Actuaries has published "Super- 
annuation Fund Reporting in Australia", setting out  
proper roles for actuaries and auditors. The accounting 
bodies are now preparing a formal Accounting Standard, 
with actuarial advice. 

7. Sex Discrimination 

Several States have introduced legislation prohibiting 
discrimination by sex or marital status but, for the 
present, superannuation funds have been excluded. This 
must be a temporary respite, and there is much discussion 
on  the most appropriate form of legislation for super- 
annuation plans. Consulting actuaries have been retained 
to  advise government committees. 

8. General Insurance 

Advice to general insurance companies continues to 
be a growth area for consulting practice, especially since 
the Australian Insurance Commissioner has commended 
actuarial advice. 


