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ACTUARIAL STATEMENT FOR THE PURPOSES OF AUSTRALIAN 
ACCOUNTING STANDARD AAS 25 

QANTAS SUPERANNUATION PLAN (THE PLAN) 

REPORTING PERIOD ENDED 30 JUNE 2013 
This statement has been prepared at the request of the Trustee of the Plan, Qantas Superannuation 
Limited and sets out the value of Accrued Benefits and other actuarial information required under 
AAS 25, for disclosure in the financial statements of the Plan. The method and assumptions used are 
specifically for determining AAS 25 disclosure information and the results should not be used for any 
other purpose without the prior consent from the Plan’s Actuary. 

ACTUARIAL STATEMENT FOR AAS 25 PURPOSES 

Assumptions 
The assumptions used to calculate Accrued Benefits were the same as for the actuarial investigation of 
the Plan as at 1 July 2013. 

The financial assumptions used are summarised as follows:- 

 Discount Rate -  6.75% p.a. 

 Future Salary Increases - 3.50% p.a. 

The discount rate of 6.75% pa is considered to be a market determined, risk adjusted rate based on a 
reasonable expectation of actual future Plan returns over the average expected term of the benefit 
liabilities, calculated to be about 10 years, in the light of the Plan’s present investment strategy and 
taxation position. 

All other assumptions used for the purpose of this investigation are best estimate assumptions, with no 
allowance for conservatism. 

Accrued and Vested Benefits 
AAS 25 requires the disclosure of Accrued and Vested Benefits at the reporting date. The table below 
shows the amounts determined for the purposes of AAS 25, together with the market value of assets: 

Reporting Date 
Accrued Benefits 

 
$ million 

Vested Benefits 
 

$ million 

Market Value of 
Assets 

$ million 

1 July 2013 5,949.8 6,230.9 6,277.6 

“Accrued Benefits” have been determined as the present value of expected future benefit payments 
which arise from membership of the Plan up to the reporting date.  

“Vested Benefits” are benefits which the Plan would be required to pay if all members were to 
voluntarily leave employment on the reporting date. 

The Accrued Benefits were calculated in a manner consistent with Guidance Note 454 and Professional 
Standard 402 issued by the Institute of Actuaries of Australia. 

SUMMARY OF ACTUARIAL REPORT 
As the Actuary to the Qantas Superannuation Plan, I conducted the latest actuarial investigation of the 
Plan as at 1 July 2013.  The results of that investigation were presented in my report dated 30 January 
2014.  The following is a summary of that report. 

The next actuarial investigation is scheduled for no later than 1 July 2016. 



Membership 
At 1 July 2013 there were 33,340 members of the Plan.  This compares with 32,730 members as at the 
previous actuarial investigation date of 1 July 2010. 

Assets 
The net market value of assets at 30 June 2013 was $6,277.6 million. 

For the purpose of the actuarial investigation, the present value of accrued liabilities was compared to 
the net market value of assets. 

Plan Experience 
The main features of the Plan’s experience over the three years to 30 June 2013 were: 

 The investment performance of the Plan of 7.84% p.a. was higher than the rate of 7.00% p.a 
assumed for the three years to 30 June 2013. Considered in isolation, this resulted in a better than 
expected financial position of the Plan; 

 Inflationary salary increases excluding promotional increases averaged around 3.5% per annum for 
Plan members which was lower than the rate of 4% assumed in the 2010 actuarial investigation 
and resulted in an improvement in the financial position of the Plan; 

 The overall rate of staff turnover prior to age 55 was generally in line with expectations and did not 
have a material impact on the Plan’s financial position. However retirements were less than 
expected which had a positive effect on the financial condition of the Plan.   

 There was a total of 2,530 redundancy payments which were not explicitly anticipated in the 2010 
actuarial investigation. However the additional employer contributions required under the Plan’s 
Additional Funding Plan in respect of redundancies meant this did not adversely affect the Plan’s 
financial condition.  

Overall, the total effect of the Plan’s experience during the period of the investigation was to improve 
the financial condition of the Plan (measured in the same way as in the 2010 investigation; that is, 
actuarial value of assets less the present value of accrued benefit liabilities). 

Actuarial Funding Method 
The Projected Unit Credit (PUC) funding method adopted for the 2010 actuarial investigation of the 
Plan was again used for the 2013 actuarial investigation. 

The PUC funding method is an accrued benefit funding method.  Under this method, the surplus or 
deficit in the Plan is equal to the difference between assets and the present value of future liabilities for 
benefits accrued to the date of the valuation (the accrued benefit liabilities).  The recommended annual 
contribution rates are then made up of: 

 The cost of benefits for the year of service immediately following the valuation date (the Normal 
Cost); and 

 An adjustment to the Normal Cost to take account of any over or under funding of accrued 
benefits at the investigation date. 

Actuarial Assumptions – Defined Benefit (DB) divisions 
The key financial assumptions used for the 2013 actuarial investigation were a long-term net 
investment earnings rate of 6.75% per annum and a long-term inflationary salary increase rate of 3.5% 
per annum. At the previous investigation these assumptions were 7.0% per annum and 4.0% per 
annum respectively. Hence the “gap” between the assumed investment earnings rate and the assumed 
inflationary salary increase rate has increased slightly from 3.0% per annum to 3.25% per annum.  

For DB divisions where the Company pays for non-investment expenses, the allowance for non-
investment expenses was adjusted from 0.45% of total future salaries of Division 2, 3 and 4 members 
at the previous actuarial investigation, to 0.50% of total future salaries, to reflect higher costs under the 
increased regulatory regime now applying to superannuation funds. 



The other assumptions required for the valuation (including demographic assumptions and the 
assumptions regarding promotional salary increases, expenses and the like) were reviewed and 
remained appropriate with the following exceptions; 

 Retirement assumptions were adjusted to more closely reflect the experience of the Plan with more 
members observed to be retiring at older ages than previously assumed, 

 Rates of resignation for Flight Attendants were reduced to reflect the observed experience of this 
membership group, and 

 The allowance in the recommended Division 3 contribution rate for the cost of providing the 
disability benefit was increased from 0.1% to 0.135% of salaries.  

Valuation Results 
The actuarial investigation of the Plan at 1 July 2013 revealed total accrued benefit liabilities of 
$5,949.8 million.  Using this measure, there is an actuarial surplus of $327.9 million. The actuarial value 
of Defined Benefit assets represented 105.5% of the accrued benefit liabilities, which indicated that the 
Plan was in a sound long term financial position on a going concern basis. 

At 1 July 2013 the market value of total Plan assets was 100.7% of vested benefits. The corresponding 
ratio in respect of Defined Benefit liabilities only (the DB VBI) was 102.3%.  

Recommendations 
The actuarial investigation recommended that Company contributions to the Plan to provide for defined 
benefits be equal to the Normal Costs determined on a category by category basis, as described in the 
following table: 

Group Contribution Rate 
% of salary 

Division 2 (Category A) 11.1% 

Division 2 (Category B) 12.7% 

Division 2 (Category C) 11.9% 

Division 3 11.1% 

Division 4 6.3% 

Division 12 0.0% 

In addition the Company contributes such additional amounts as specifically required by the Trust Deed 
and Rules or as agreed with individual members. 

In addition to the position reported above, the Actuary projected the Plan’s ongoing ability to meet both 
Accrued and Vested Benefits over the three years following the date of the investigation.  This was 
undertaken on the basis that: 

 the actuarial assumptions as to investment, salary inflation and membership turnover would apply 
over the next three years; 

 the employer(s) will contribute to the Fund at the recommended rate over the next three years. 

In the light of the projections, it is anticipated that Vested Benefits and Accrued Benefits will be covered 
by Plan assets at the end of the three years following the date of the investigation. 
 

Insurance Reserves 
 
The self insurance arrangements of the Plan were also reviewed as part of the actuarial valuation, 
having regard to the decisions to outsource insurance for defined contribution members from 1 July 
2013. As a result of this change the recommended level of insurance reserves of the Plan was reduced 
by $18.76m to $37.49m. It was further recommended that for the purpose of assessing the Plan’s DB 
VBI, an amount of $27.95m in respect of insurance reserves be recognised as a liability of the Plan.  



Additional Funding Plan 
The Plan has had an Additional Funding Plan (the AFP) in place since 1 April 2009 which requires   
additional contributions to be paid by the Company at times when the Plan is in an unsatisfactory 
financial position or where there is a funding strain in respect of Redundancy payments. During the 
three years to 30 June 2013 a total of $77.95m was paid by the Company under the requirements of 
the AFP. The 2009 AFP was reviewed in 2013 and has three contribution components, and can be 
summarised as follows: 

(a) Fixed additional contributions depending on the VBI position as measured at the end of each 
quarter; and 

(b) Variable additional contributions payable quarterly, dependent on the VBI position and the size 
of benefit payments from the Plan over the previous quarter; and 

(c) Retrenchment additional contributions dependent upon the excess of redundancy benefits 
above the VBI position measured at the end of the quarter. 

An important element of the AFP which is a key element by which the Trustee and the Company meet 
the APRA requirements of Prudential Standard SPS 160, is the quarterly monitoring program, 
conducted by the Actuary. The Trustee and the Company are aware that any significant changes to the 
VBI may require adjustments to the contributions required under the AFP.  This monitoring program 
was incorporated into the existing quarterly “trigger events” monitoring program which had been in 
place for some time. 

Other Matters 
During the three years to 30 June 2013, the Plan self-insured the majority of its major risks in regard to 
benefits in excess of the actuarial reserve payable on death or disability.  A catastrophe insurance 
contract was maintained to limit the overall exposure to severely adverse experience, with the Plan self-
insuring the deductible of $5 million and all disability income risks.  As stated in the actuarial valuation 
report, the self-insured risks are quite acceptable for a plan of the size of the Qantas Superannuation 
Plan, while the catastrophe insurance provides very cost-effective protection against severely adverse 
experience. 

I further note that the Plan will effectively cease to self-insure new death and disability risk in respect of 
Defined Contribution members from 1 July 2013 and Defined Benefit members from 1 August 2014.  

 
Yours sincerely, 
 
 

 
 
 
Tony Miller, FIAA 
Director, Russell Actuarial 
Actuary to the Qantas Superannuation Plan 

30 September 2014 
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