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CHALLENGES TO THE THAI ACTUARIAL PROFESSION

USE OF ACTUARIES IN INSURANCE

The application of actuarial expertise is a key
component in the operation of insurers, insurance markets
and insurance supervisory authorities. Actuarial skills
are used to assess risk, determine the adequacy of
premiums (tariffs) and establish technical provisions
for both life and non-life insurance. These skills include a
detailed understanding of the probabilities of insurance
risks, (e.g., mortality, morbidity, claim frequencies and
severities), the use of statistical models, the use of
discounted cash flows, understanding and assessment
of the use of derivatives and an understanding of volatility
and adverse deviation. After appropriately applying these
skills, actuaries provide advice and, where members of
management, participate in decision-making.

RESPONSIBLE ACTUARY SYSTEM IN THAILAND
Under the Thai system, the responsibilities of the
actuary are spelled out in the Life Insurance Act and the

Non-life Insurance Act and are limited to the evaluation
of the technical insurance liabilities. Details of valuation
methods, assumptions, reports and certifications are
mandated by OIC regulations. The qualification of the
“responsible actuary” is also spelled out in the insurance
act and related OIC regulation. The requirement for the
responsible actuary to certify non-life loss reserves will
be used for the first time to certify loss reserves at
December 31, 2008.

EXPECTED NEAR TERM DEVELOPMENTS

As the Thai insurance market is deregulated and
as we move to the risk based capital and risk based
supervision regimes in 2011 and to adopting IFRS there are
significant additional demands on the actuarial profession
necessitating high levels of actuarial education and
professionalism. This requires the active support and
involvement of a professional actuarial association. The
role of the actuary will progress steadily away from the historic




evaluation of the liabilities under a prescribed method,
to determining fair value of liabilities and expanded to
include the monitoring the adequacy of assets to meet
the liabilities on a continuous basis. This expanded role
includes providing forward-looking report to the Boards of
Directors on stress and scenario testing of a firm's current
and future financial condition and playing a key role in the
identification of risk and its successful management.
The responsible actuary acts as an additional front-line
control, which makes it possible to reduce the degree
of direct supervisory oversight, replacing it with a degree
of oversight of the fitness and propriety of the actuary
and the effectiveness of the functioning of the actuary
in the required role.

A detailed body of professional guidance issued
and enforced by the local professional body (either in
conjunction with the regulator or under the leadership of
the regulator) will be needed to support these requirements.

CURRENT REGULATORY ENVIRONMENT RELATING
TO ACTUARIES AND ANTICIPATED CHANGES

Article 83/3 of the Life Insurance Act 2551 and
Article 78/3 of the Non-life Insurance Act 2551 requires
actuaries to have one of the following qualifications:

1. Completed actuarial science or comparable
education with syllabus or courses specified by the
insurance regulator, from an education institution
recognized by the Ministry of Education and must have
experience in actuarial work or statistics relating to
insurance of no less than 5 years. OR

2. Be a Fellow of the Actuarial Association that is
approved by the OIC.

From 2016 onwards, qualifying through clause 1
(for life insurance) will no longer be permitted thereby
requiring all to be a qualified Fellow. There is no such
requirement for non-life and actuaries do not have to be
qualified fellows. Also, a section in the non-life insurance
act has been interpreted to permit directors who previously
signed the accounts of the company to act in the capacity
of the responsible actuary who signs loss reserves for

another 8 years.

In May 2008, the OIC issued regulation on education,
experience and membership of actuarial association
for actuaries certifying life insurance policyholder
obligations to provide further details to complete the
requirements of the Act. In Item 5 of this regulation,
the OIC recognizes Fellows of the Society of Actuaries
of Thailand as qualified actuaries for this purpose,
implicitly approving Fellows of the 6 Recognized Actuarial
Associations recognized by the SOAT. This stipulation
indirectly recognizes the importance of promoting the
SOAT as the professional actuarial association and
increasing the participation by qualified actuaries in the
professional body in order to develop a responsible
actuary system.

This regulation spells out the courses and degree
requirements for those complying under clause 1 of
the Act. This requirement is same for life and non-life.
There is however a difference in experience requirements.
While for life insurance there is a requirement for direct
experience in life actuarial work, for non-life the experience
requirement is quite liberal permitting 5 years of indirect
but related experience in insurance or statistics due to
consideration that there have never been any actuarial
requirements for non-life companies and that there are
about 70 non-life companies and it would not be easy to
get people with relevant actuarial experience to certify
loss reserves. This opens the door to statistics professors
with academic knowledge and insurance experience,
or actuaries with other specialization who may have
sufficient knowledge for this purpose; or statisticians
who currently work in non-life industry but are not actuaries
or may not have experience in loss reserving or
ratemaking to do the job.

It is anticipated that this regulation may be short-lived.
As part of the introduction of the RBC framework, the
role, responsibilities and qualification of the responsible
actuary will need heavy reliance on actuarial skills,
experience and professional judgement for both life
and non-life business.
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