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PART A. COURSE SPECIFIC INFORMATION 
 

Note: This course outline needs to be read in conjunction with Part B, which contains 
essential information on key policies, student responsibilities, special consideration and 
student resources. Part B is available on the ACTL Blackboard website, and also on the 

ACTL web site. 
 
1. STAFF CONTACT DETAILS 
 
Position Name Email Availability; times 

and location 
Phone 

Lecturer-in-
Charge A/Professor John 

Evans john.evans@unsw.edu.au 
Thursday 2pm-4pm by 
appointment. Quad 
2058 

0414 
643 658 

 
There will be guest lecturers with significant experience in the management of financial 
institutions to provide background knowledge on the operation of particular markets. 
 
2. COURSE DETAILS 
 
2.1. Teaching Times and Locations 
Lectures will be held at the Kensington campus at times and in lecture rooms as shown in 

myUNSW. Students will be assigned to one of two groups (A or B) at the beginning of the 

Semester & except for weeks 1, 7 and 13, the format of the face to face learning will be: 

Time Groups 

5pm thru 6:30pm A 

6:30 pm thru 7:30pm A & B 

7:30 pm thru 9:00pm B 

 
In weeks 1,7 & 13 all students should attend from 6pm thru 8pm. 

 

This course is available to both 4th year Honours and Co-op undergraduate students and 
MActStud and non-award postgraduate students. The undergraduate and postgraduate 
classes will be combined for the lecture, but separate tutorials will be held. The 
assessment is the same for both classes. 
 
2.2. Units of Credit 
Each course is 6 UOC 
 
2.3. Summary of Course  
This course takes many of the actuarial concepts studied in the IAAust Part 1 courses and 

considers how they are applied in practice in the management of a financial institution. The 

course provides background information on the major financial sectors, regulatory issues, 

financial product design issues, capital and profitability issues and the need for monitoring 

mailto:john.evans@unsw.edu.au
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experience and risks and appropriate reactions to changes. The course will also look at 

the application of the Actuarial Control Cycle to non-financial industries. 

 

The course structure complies with the requirements of the Institute of Actuaries of 
Australia that students consider the financial functions within Australian institutions, and 
consider within each function the different issues and method of management involved in 
the differing institutions. Not all institutions will be considered under each function. 
 
2.4. Course Aims and Relationship to Other Courses 
The course aims to increase students’ understanding of: 

• Professionalism in relation to actuarial practice 

• Australian financial institutional structure & regulation 

• Financial institution risk identification & analysis 

• Capital, solvency and profitability in relation to financial institutions 

• Financial product design 

• Financial Modelling 

• The role of the Actuarial Control Cycle 

 

The course considers the practical application of many concepts learnt in the IAAust Part 1 
courses in the management of financial institutions, and develops further the concepts 
learnt in ACTL4001. 
 
2.5. Student Learning Outcomes 
 
By the end of this course, you should be able to:  

1. Understand and analyse the issues involved in the management of a financial institution 
in Australia, and in particular the impacts of the various functions on the financial 
results, modelling of financial outcomes and management of risks [LO1] 

2. Concisely put forward your views on a topic in writing and verbally [LO2] 
3. Be able to apply the techniques learned to new situations encountered in the working of 

a financial institution [LO3] 

ASB Graduate Attributes 
This course contributes to your development of the following Australian School of Business 
Graduate Attributes, which are the qualities, skills and understandings we want you to have by 
the completion of your degree. 
 
The Australian School of Business has as its core graduate attributes the development 
throughout a program of an awareness of and ability to: 

• Think critically [GA1] 
• Communicate [GA2] 
• Work in teams [GA3] 
• Have an appreciation of relevant social and global issues [GA4] 
• Engagement in depth with relevant disciplinary knowledge [GA5] 
• Professional skills [GA6] 

 

More information on the ASB Graduate Attributes and how they align with the UNSW Graduate 
Attributes (2010) is available on the ASB website (Learning and Teaching >Graduate 
Attributes). 

http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/Pages/default.aspx
http://www.asb.unsw.edu.au/learningandteaching/aboutlearningandteaching/graduateattributes/Pages/default.aspx
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In this course, the attributes that are developed and assessed through LO1, LO2 and LO3 are 
critical thinking, communication, appreciation of global and social issues and professional skills. 
These attributes are developed primarily through interactive class discussions, individual 
presentations, and assignments and assessed by class participation and ability to concisely 
answer the assignments.  

 
3. LEARNING AND TEACHING ACTIVITIES 
 
3.1. Approach to Learning and Teaching in the Course 
The primary learning approach used in this course is “guided self-learning”. This approach 
is used as this is expected to allow students the best opportunity to learn and retain the 
course material through self-learning, assisted by discussions to develop the main 
concepts. Guided self-learning is expected to provide a greater depth of understanding of 
the concepts compared to traditional lecture styles and facilitate a higher level of 
understanding of the issues so that students can apply their knowledge to new situations 
encountered in the financial sector. 
 
3.2. Learning Activities and Teaching Strategies 
The teaching strategy involves: 

• Students preparing for a lecture by reading relevant material, and identifying issues they 
are uncertain of for discussion in the class 

• Lectures consisting of highlighting the main points that need to be understood, 
accompanied by discussion points where the class is expected to contribute and to 
provide feedback to the lecturer that the topics have been understood 

• Presentations where the student is expected to research a topic and then develop a 
lecture for their peers, accompanied by discussions by the class 

 
Overall the strategy revolves around highlighting the main issues that need to be understood, 
accompanied by extensive discussion to provide feedback that the issues were understood and 
to correct misunderstandings. 
 
The learning experience will primarily involve guided self-learning through a combination of: 

• Interactive lectures by the course coordinator or industry practitioners 
• Class discussions in small groups 
• Student presentations 
• One to one discussions with the course coordinator where students have difficulties with 

particular concepts 
• Feedback through assignments, comments on class discussions 

 
The period when all students are present will include: 

• Any announcements relevant to the course (which will also be on the Course website 
course site) 

• The lecture by the course coordinator or guest 
• Discussions on assessments 
• Small group discussions 
 

The periods when only one group of students is present will include: 

• Student presentations 
• Feedback on what students learnt during the discussion 

 
Students are not permitted to bring into the lectures any sound or video recording devices. 
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4. ASSESSMENT 
 
4.1. Formal Requirements 
 
In order to pass these courses, you must: 

• achieve a composite mark of at least 50%; and 
• make a satisfactory attempt at all assessment tasks. 

 
In order to gain an exemption from the Institute of Actuaries of Australia Part II course you must 
obtain an aggregate 75% in ACTL4001 and ACTL4002 and ACTL4303 or ACTL5100 and 
ACTL5200 and ACTL5303. 
 
4.2. Assessment Details 

 

Assessment 
Task Weighting 

Learning 
Outcomes 
assessed 

ASB Graduate 
Attributes 
assessed 

Length Due Date 

Mid-Session 
exam 15% LO1, LO2, 

LO3 
GA1, GA2, 
GA4, GA5,GA6 1 hour Week 7 

Presentation  15% LO1, LO2, 
LO3 

GA1, GA2, 
GA4, GA5,GA6 10 mins 

As scheduled 
on Course 
website 

Final 
Examination 

70% LO1, LO2, 
LO3 

GA1, GA2, 
GA4, GA5,GA6 2 hours As advised by 

UNSW 

TOTAL 100%     

 
Whilst feedback will be provided to students after their assessments and presentations have 
been completed, students should note that the final assessment can involve scaling of overall 
marks to adjust for varying difficulty across years and to adjust for variations in marking 
standards of different examiners. In addition, in this course, the Institute of Actuaries of Australia 
will assess the results and needs to agree on the overall level of marks, which may result in 
some further scaling of marks.  
 
4.2.1 Presentation 
The presentations are intended to develop your skills in research and your ability to concisely 
and coherently present your ideas. They are intended to be part of achieving LO, LO2 and LO3, 
GA1, GA2, GA4, GA5 and GA6. 

The presentation topics are as set out in this Course Outline and your presentation is due as 
scheduled on the Course website. Students may agree between themselves to swap 
presentations provided both students involved notify the Course Coordinator at least 1 week 
before the first presentation is due. 
 
Grading will take into account: 

• Has the topic been adequately covered? (ie have you addressed the topic?) 

• Thought given to how best to answer the topic (ie how can I best communicate with 
other students?) 

• Flow of the answer (ie do the ideas flow properly?) 

• Originality of ideas (ie has the student thought through the issues or just regurgitated 
the class discussion/notes/text book?)  
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Presentations must include PowerPoint slides and a copy made available to the Course 
Coordinator to put onto the Course website in the week following the presentation. 
 
4.2.2 Mid-Session & Final Exam 
The final exam content is reviewed by the IAAust, and the papers are also reviewed by a 
representative of the IAAust. The exams are intended to test your knowledge of the material 
covered as well as your ability to concisely express yourself. You will be expected to be able to 
apply material learned to different situations. In ACTL4002 and ACTL5200, questions may 
relate to these courses and ACTL4001 and ACTL5100. The exams are intended to assist with 
the achievement of LO1 and LO2, GA1, GA2, GA4, GA5 and GA6. 
 
4.2.3 Quality Assurance 
The ASB is actively monitoring student learning and quality of the student experience in all its 
programs. A random selection of completed assessment tasks may be used for quality 
assurance, such as to determine the extent to which program learning goals are being 
achieved. The information is required for accreditation purposes, and aggregated findings will 
be used to inform changes aimed at improving the quality of ASB programs. All material used 
for such processes will be treated as confidential and will not be related to course grades 

 
4.2.4 Late Submission 
Presentations not completed as scheduled will receive zero marks 
  
5 COURSE EVALUATION AND DEVELOPMENT 
 

Each year feedback is sought from students about the courses offered in the School and 
continual improvements are made based on this feedback. In this course, we will seek your 
feedback through completion of CATEI forms. Previous student feedback indicated that the 
provision of iPod summaries of the lectures were useful for revision purposes. As a result of this 
feedback, these summaries will be continued. 
 
6 COURSE RESOURCES    
The suggested reading for this course is: 

• C Bellis, Richard Lyon, Stuart Klugman and John Shepherd, Understanding Actuarial 
Management, Institute of Actuaries, Second Edition, 2010  

• E Banks, R Dunn, Practical Risk Management, Wiley 2003  

• M Lane, Alternative Risk Strategies, Risk Books 2002 

• SIRCA publication 2004: A Review of the Australian Financial Service Industry, 
edited by Chappell & Gallagher (available on Course website) 

Other papers that are considered relevant will be available on Course website. 
 
The Course website site for this course will contain the Course Outline, presentations made by 
lecturers, presentations made by students, and any notices relevant to this course. It is 
important that you visit the site regularly to see any notices posted there by the Course 
Coordinator. 
 
 
 
 
 
 
 
 
7 COURSE SCHEDULE 
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Week 
Number Lecture & Tutorial Topic Recommended 

Reading  

1 Valuing Liabilities Chapter 12* 

2 Financial Institution Solvency & Profits Chapters 15; 16* 

3 Applying the ACC to traditional financial 
situations [Guest Lecture] Chapter 19* 

4 Monitoring Financial Experience & 
Responding to Experience Chapters 17; 18* 

5 Assessing Financial Models Chapters 9; 10* 

6 Risk Management: An introduction to 
Alternative Risk Management Strategies Lane Part 1 

7 Mid-Session Exam  

8 
Practical issues involved with managing risk 
in a financial institution through reinsurance 

and ART strategies [Guest Lecture] 
 

9 Financial Product Design Chapter 8* 

10 Investments: Deriving an Investment Policy Chapter 14* 

11 Applying the ACC to Non-traditional 
financial situations [Guest Lecture] Chapter 19* 

12 Professionalism [Guest Lecture] Chapter 3* 

13 Review  

 
 The Chapters marked “*” are from C Bellis, Richard Lyon, Stuart Klugman and John Shepherd, 
Understanding Actuarial Management, Institute of Actuaries, Second Edition, 2010  
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8 PRESENTATION TOPICS 
 
 
 

S2 Week 2 

Topic 1 Discuss the appropriateness of smoothing of profits of insurers by adjusting 
reserves 

Topic 2 Describe how you would establish the profit for a financial year for a general 
insurer writing both short tail and long tail business 

Topic 3 
Surplus and unallocated reserves for a superannuation fund are equivalent to 

profits and shareholder equity for insurers. Outline the policy you would adopt for 
the target surplus in a contribution accumulation superannuation fund, and why 

you consider this policy to be appropriate 

Topic 4 Describe the processes you would introduce into a listed life insurer to manage 
profits as close as possible to targeted profit 

Topic 5 Analyse the profitability of the listed general insurers in Australia against the broad 
equity market  

 
S2 Week 3 

Topic 1 Outline how you would use the ACC in deciding whether to proceed with a new 
general insurance contract where a monopoly existed in the market 

Topic 2 How would you use the ACC to assist with the management of a DC 
superannuation fund? 

Topic 3 
Comment as to whether you consider the solvency standards applicable in 

Australia for health insurers and general insurers should be the same or not and 
why you have reached your conclusion  

Topic 4 
Outline the solvency standards applicable for a life insurer in Australia, and give 
your views as to what level of failure to meet these requirements should warrant 

closing down of the business 

Topic 5 As the regulator of general insurers in Australia, how would you determine the 
acceptable probability of surviving? 
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S2 Week 4 

Topic 1 Outline the major components in the experience monitoring process you would put 
into place for a typical life insurer in Australia 

Topic 2 What are the major components of the experience monitoring process you would 
put into place for a contribution accumulation superannuation fund? 

Topic 3 
In most insurance contracts there can be variations in claims from expected due to 
misspecification of the underlying distribution or a one off event.  Outline how you 

would distinguish between these two possibilities when monitoring claims 
experience and deciding the appropriate claims rates for profit testing 

Topic 4 
Given the long tail claims for workers compensation business & CTP business, 

how would you go about monitoring the experience to provide meaningful 
feedback to management for pricing of contracts 

Topic 5 If a life insurer was to introduce a lifetime annuity contract, how would you 
determine the mortality rate to assume? 

 
S2 Week 5 

Topic 1 Outline how you would decide whether to use a deterministic model or a 
stochastic model in considering whether to introduce a new line of business 

Topic 2 Outline the issues involved in establishing the claim rates to use in valuing the 
liabilities for workers compensation business 

Topic 3 
The Basel 11 framework as applied in Australia requires banks to model their own 
risks and establish appropriate models. How would you go about constructing an 

operational risk model for a bank? 

Topic 4 
How would you explain to a Board the model risk inherent in your estimates for the 

ROE for a new line of general insurance business where you do not expect to 
write much business and where you expect low frequency and high severity 

payments 

Topic 5 Explain how you would derive for a general insurer the appropriate direct and 
indirect administration expenses to be included in a Model Office 
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S2 Week 6 

Topic 1 
Discuss the issues involved with deciding when the experience variations from 

expected should be incorporated into reserving and ACC profit estimations for a 
YRT contract 

Topic 2 
How would you use the ACC experience module in a life insurer to determine the 
appropriate interest rate to credit to a contract that is for 20 years duration, with a 

guarantee of the return of capital plus cash returns, with the opportunity to 
participate in returns in excess of cash 

Topic 3 
Outline the major differences between securitisation and reinsurance programs for 
a general insurer issuing both short and long tail business, and where each would 

be appropriate 

Topic 4 Comment as to why health insurers are not allowed to reinsure, and whether you 
consider this restriction appropriate 

Topic 5 Discuss the issues involved for a life insurer issuing lifetime annuities where the 
longevity risk is reinsured through a CAT Bond with a term of 3 years 

 
S2 Week 8 

Topic 1 Outline if a regulator should allow an insurer some offset from their liabilities for a 
CAT Bond and if so, how should this be prescribed? 

Topic 2 
What should the requirements be for the regulator to allow an offset for a 
reinsurance contract effected with a reinsurer that operates outside of the 

regulatory zone 

Topic 3 
If you were to issue a CAT Bond related to hailstorms in Sydney, what would the 
necessary features look like to ensure market success of getting the CAT Bond 

underwritten 

Topic 4 Outline as an Australian superannuation fund, how you would go about assessing 
an offer to buy a CAT Bond related to typhoons in the US east coast 

Topic 5 Outline how important it is to determine the credit risk of a reinsurer, and how you 
would go about assessing this 
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S2 Week 9 

Topic 1 Outline the principles of how you would go about pricing a new health insurance 
product 

Topic 2 Outline the role of actuaries in the development of a new insurance contract 

Topic 3 Outline the necessary processes in designing a new lifetime annuity contract 

Topic 4 
Outline the modelling you would use to assess the expected profitability of a new 

investment contract to be issued by a life insurer that guarantees minimum returns 
over 20 years of the cash rate 

Topic 5 
Outline where you would get data to assist in the pricing of a new general 

insurance contract to cover unintentional breaches of environmental legislation, 
and what qualification you would put on the modelling results 

 
S2 Week 10 

Topic 1 What are the major traditional assets types that general insurers have invested in, 
and explain why their asset allocation has changed over the last 10 years 

Topic 2 Analyse the types of inflation linked bonds available in Australia, and comment on 
their suitability as an asset to back pensions payable by a pension fund 

Topic 3 
Analyse the nature of infrastructure and private equity investments generally 

available in Australia and comment on their suitability as investments for a pension 
fund 

Topic 4 
Describe the major exchange traded options and futures contracts available in 

Australia and comment on their application to managing the assets of a general 
insurer writing predominately short tail business 

Topic 5 
Outline how you would determine the investment policy for a life insurer writing 
mostly capital guaranteed contracts that pay interest in arrears related to the 

investment return of the Fund. 
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S2 Week 11 

Topic 1 How would you adapt the ACC process to a mutual funds management business? 

Topic 2 How would you structure the major management functions in a general insurer to 
best be capable of efficiently managing profit management 

Topic 3 How would you adapt the ACC to assist in managing a large contribution 
accumulation superannuation fund 

Topic 4 How would you adapt the ACC process to assist in managing an investment bank 
that both deals on its own account and also acts as an intermediary for clients 

Topic 5 How useful would the ACC be to a property developer? 

 

S2 Week 12 

Topic 1 Outline the disciplinary process for the IAAust and comment on how the process 
was applied in a recent case where information is publically available 

Topic 2 Compare the disciplinary process of another profession with that of the IAAust 

Topic 3 Should an actuary be able to provide advice to a Health Insurer, where the actuary 
is also a member of the Health Fund? 

Topic 4 Obtain details as to the apparent misconduct of the actuaries involved with the HIH 
case and comment as to the appropriateness of the IAAust actions 

Topic 5 Outline the arguments for and against the IAAust having a disciplinary process, 
including member expulsion 

 


