
1. THE PROFESSION 
Until recently most actuaries in New Zealand 

belonged to the Institute of Actuaries of Australia and 
New Zealand, and looked to that Institute as their 
principal professional forum. During 1976 the Institute 
decided to change its name to the Institute of Actuaries 
of Australia, to reflect the emphasis of its activities. 

As a result the New Zealand Actuarial Society, 
which had been an informal organisation meeting for 
fellowship and discussion, has been reconstituted as 
the New Zealand Society of Actuaries (Inc.), and will 
now have a much greater role to play in the life of the 
profession in New Zealand. The Society's membership 
comprises 40  Fellows, all of whom hold fellowship 
in one of the United Kingdom or United States pro- 
fessional bodies, 18 Associates and 31 other members. 
The profession continues to grow in numbers; in 1974 
there were 25 fully qualified actuaries in New Zealand, 
and 36 in 1976. 

2. CONSULTING ACTUARIES 
The Association of Consulting Actuaries has 11 

members, the same number as in 1976, having increased 
from 6 members in 1974. The most rapidly gowing area 
of work for consulting actuaries has been employee 
superannuation plans, as a result of the great changes 
in controlling legislation in recent years. While the previous 
Government's superannuation legislation was in force 
a number of employee benefit consultants set up or 
expanded their operations in New Zealand. Several of 
them have ceased operation since the repeal of that 
legislation in 1976, so that consulting actuaries are now 
almost the only source of independent advice on employee 
benefit matters. 

As well, consulting actuaries are retained for advice 
in all of the usual areas of our professional expertise, 
and are increasingly becoming involved in less traditional 
areas, particularly in the financial control of finance 
companies and trading enterprises. 

3. DEVELOPMENTS IN SOCIAL SECURITY 
From February 1977, National Superannuation 

benefits became payable to all New Zealanders aged 
60 or more, with no means or income test. Benefits, 
which are taxable income, are payable to  about one- 
eighth of the population. At present the benefits for a 
married couple who are both over 60 are 70% of the 
combined male-female national average ordinary-time 
wage, as disclosed by 6-monthly surveys made by the 
Department of Labour. Single beneficiaries receive 
National Superannuation at 60% of the married rate. 
The October 1977 ordinary-time wage figure was 
$124.00 per week, so that National Superannuation 
payments at  present are:- 

Weekly yearly 
Married Rate $86.80 $43  14 
Single Rate $52.08 $2,708 

From August 1978 National Superannuation for a 
married couple will increase to 80%of the average ordinary 
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time wage, from its present level of 70%. Based on the 
October 1977 wage figure, the payments will then be:- 

Weekly Yearly 
Married Rate $99.20 $5,158 
Single Rate $59.52 $3,095 

National Superannuation is financed from general 
taxation revenue. 

4. ANTI-DISCRIMINATION LEGISLATION 
The Human Rights Commission Act 1977, inter alia, 

forbids discrimination on the grounds of se : or marital 
status. The legislation as originally drafted presented a 
number of problems to the professsion, but suggestions 
on these matters made by the New Zealand Society of 
Actuaries were largely accepted, and the law now seems 
quite workable. It is not a breach of the law for life 
assurance, annuity or general insurance policies to 
differentiate between the sexes, so long as the differential 
treatment is based on actuarial or statistical data upon 
which it is reasonable to rely. 

The application of this new law to superannuation 
schemes presents a number of practical problems to 
trustees and employers, but an adequate transition 
period has been allowed for these problems to be resolved. 
Following submissions by the profession, it has also been 
made clear that schemes may provide different pension 
benefits for the same contributions from male and female 
members, or the same pensions for different contributions, 
as long as the difference can be justified on actuarial 
grounds. 

5. LIFE INSURANCE 
There are currently 35 life insurance companies in 

New Zealand, a large number for a country with a popu- 
lation little over 3 million. Only 20 of these life offices 
have been in existence for more than 10 years. Under 
existing legislation it is quite difficult for a new life 
office to commence. The larger life offices market pre- 
dominantly through the sole agency system, and it is 
estimated that more than 90% of all sales are made 
through these agencies. 

Despite the persistence of doubledigit inflation 
in New Zealand for the last five years, the life insurance 
industry has maintained its importance as a savings 
vehicle. The relationship of life insurance premium 
income to personal savings in the community for the 
year to March 1977 was virtually the same as that 
existing ten years earlier. Perhaps for this reason, there 
has been little innovation in the design of personal life 
insurance products which can resist the ravages of inflation 
more adequately than conventional contracts. The life 
offices have tended to emphasize the need for policy- 
holders to increase their conventional contracts in response 
to inflation, rather than to compete with other savings 
media by introducing new contracts 

The life offices are restricted in investment choices, 
by the directives issued by the Reserve Bank from time to 
time. At present life offices are required to invest 3046 



of their gross selected assets in Government or Local 
Authority stocks, of which at least two-thirds must be 
in Government stock. As well, a further 20% of gross 
selected assets must be held in de f i ed  housing and 
farming investments. 

6. NON-LIFE INSURANCE 
There is very little technical actuarial work required 

of consulting actuaries in general insurance in New 
Zealand, since long-term contracts of the third-party 
motor vehicle and workers' compensation types have 
ceased to be available in the private market. Actuaries 
are, however, involved to a limited extent in work of a 
statistical nature with sickness insurance societies and 
short-term general insurance contracts. 

7. PRIVATE SUPERANNUATION SCHEMES 
Legislation enacted in 1976 set out a complete 

code for the approval of private superannuation schemes 
by the Goverment Actuary. Schemes which are already 
in existence have until March 1980 to comply with the 
conditions of approval, which will in most cases require 
extensive alteration of their trust deeds. This had led to 
a great deal of work for consulting actuaries, which 
may be expected to increase to a peak over the next 
two years. 

The most controversial question in superannuation 
planning in New Zealand today is whether or not super- 
annuation schemes should be integrated with National 
Superannuation. Under earlier legislation integration was 
made quite difficult, but it is now specifically permitted. 
Because integration with Social Security benefits was 
rare in the past, many employers are reluctant to adopt 
it today, especially as there seems no likelihood that the 
Government-sponsored schemes for the Public Service 
will become integrated. Some consulting actuaries in 
New Zealand think that the high level of National 
Superannuation benefits make the logic of integration 
undeniable; others think that integration is of low 
priority, because 

few employees retire from private schemes 
with full service credit; 

up to  25% of pension benefits are commonly 
commuted for a cash payment; and 

few private schemes are able to protect 
pensioners fully against inflation. 

Many multi-national companies operating in New 
Zealand have already opted for integration, having con- 
sidered the issue in other countries. It seems likely that it 
will be some years before a measure of consensus develops 
among New Zealand-based employers. 

The continuation of high rates of inflation, coupled 
with the economic difficulties which have beset New 
Zealand for the past four years, are making many em- 
ployers wary of schemes in which defined benefits are 
related to final average earnings. This is particularly the 
case where schemes had been set up with some form of 
single premium funding. Many such schemes were closed 
temporarily to new members during the political uncer- 
tainties of the last few years, which resulted in a rapidly 
increasing cost trend becoming apparent. A number of 
employers who were caught in this way have taken 
advantage of the introduction of National Superannua- 
tion to abandon their pension schemes, and replace them 
with modest defined-contribution lump sum schemes. 

The tax deductions available to an employer for his 
contributions to a scheme providing lump sum retirement 
benefits are less favourable than are available for a pension 
scheme. They are also subject to a fixeddollar limit which 
has not been increased to keep pace with inflation. It is 
likely that lump sum schemes will increasingly be forced 
to convert to pension schemes by this limited tax deducti- 
bility. 

A problem in superannuation planning in New 
Zealand in the past has been the lack of any statistics 
relating to the size and coverage of private schemes. Now 
that all schemes are required to report financial and 
statistical information annually to the Government 
Actuary we may look forward to useful statistics being 
available in future. 

It is now a statutory requirement that the accounts of 
superannuation schemes should be audited. This require- 
ment makes it desirable that there be understanding 
between actuaries and accountants as to the extent to 
which each profession may rely upon the other. The 
Association of Consulting Actuaries has been seeking to 
stimulate a dialogue between the professions on matters 
of mutual concern, but has had little success to date. 


