
THE ACTUARIAL SOCIETY OF HONG KONG

GUIDANCE ON PROFESSIONAL CONDUCT
The following guidance was first issued in 1997 to assist members in studying the Professional Conduct Code.

GENERAL
1.1
The PCC has not been prepared as being exhaustive in all circumstances.  Council, in believing that the importance of maintaining the highest standard of behaviour is recognised by all members, must rely on the conscience of each individual member and on the collective conscience of the whole profession.  In this sense it is important that members conform to the spirit of the PCC as well as the letter.

1.2
It is expected that any member becoming aware of what appears to be a breach by another member of the PCC, Professional Standards or of the law which might lead to disciplinary proceedings will take appropriate action.  If the matter cannot be resolved it should be referred to the President of the Society.

2.1
The PCC applies equally to all members and places its emphasis on the quality of the advice given by a member.

2.2
It is important that the professional responsibility of the employed member for advice which he gives is recognised both by the member and his employer.

3.1
Council expects the member in a senior position in a firm to give guidance in the application of the PCC to the other members  in the firm.  He is also urged to draw the attention of his employer to the PCC.

4.1
A member should be aware that obligations as a member of the profession extend beyond those that are strictly actuarial.  For example, members acting as trustees are expected to have a greater duty of care than lay trustees.


5.1
The PCC places no barriers on the establishment of corporate practice or of mixed partnerships with other professions, where the rules of the other profession would allow this.  Members must ensure that they do not form arrangements which are such as to inhibit their ability to conform to the requirements of the PCC.

ACTUARIAL ADVICE
6.1
'Actuarial advice' means advice given by a Fellow Member of the Actuarial Society of Hong Kong.  Associate Members or Student Members who wish to give actuarial advice must seek the guidance of a Member of Council who will normally grant a dispensation only to members resident outside Hong Kong where there is an insufficient number of actuaries.

6.2
If a member has to exercise professional judgement in determining the basis of any advice he gives, he is considered to be giving actuarial advice.  This will not be the case if he is merely passing on the terms on which a corporate body is prepared to do business.  For example, retirement schemes and arrangements which are insured with a life office solely on a defined contribution basis do not normally involve actuarial advice and this would apply even if the office is asked to quote a premium to provide final-salary benefits assuming given rates of salary increase and investment returns.  If, however, the member is asked to exercise his judgement on a funding rate then he would be considered to be giving actuarial advice.

RELATIONSHIP WITH THE CLIENT
7.1
Paragraph 6 of the PCC requires that matters must be so ordered that all concerned are clear as to the capacity in which a member is acting.  A member who is a partner or who is a director of a corporate body must indicate the name of the partnership or corporate body; an employed member giving advice to a client in the course of his employment must indicate the name of his employer.

7.2
If a report includes any advice which could be given only by a Fellow of an actuarial body, for example advice on the funding rate for a retirement scheme, it must be personally signed by the Fellow (or Fellows if it is a joint report) taking professional responsibility for that advice.  However, a report solely giving advice on other aspects of a retirement scheme could be signed jointly with someone who is not a Fellow.

7.3
A report signed by a Fellow may refer to the terms on which his employer is prepared to do business but it is preferable for such matters to be included in a separate letter and signed by another person.

8.1
Paragraph 8 of the PCC refers, inter alia, to conflict of interest and deals with the case where the conflict is of such an extent as to make it improper for the member to act.  It is not possible to list all the circumstances in which conflict of interest could arise but this could happen, for example, in private practice if two of a member's clients or clients of his firm were involved in a particular matter.  For the member in employment there could well be a conflict between the interests of his employer and the client.  The latter point emphasises the importance that all concerned should be clear as to the capacity in which the member is acting.

9.1
Paragraph 11 requires that a member giving advice can be identified.  Reports should be personally signed by the member (or members if it is a joint report) taking professional responsibility for the advice.  Whenever possible reports should be forwarded direct to the client.  If exceptionally the member feels it appropriate to send his report via an intermediary, he should take reasonable steps to ensure that the report will be forwarded to the client without modification (preferably by obtaining a signed statement from the intermediary) and he should establish that this has been done without undue delay.  However, stricter requirements may be specified by certain Professional Standards or guidance notes.

10.1
Paragraph 12 refers to disclosure of financial interests.  This relates both to the direct remuneration and to direct and indirect benefits to the member or his firm.  It also relates to any commission or introductory fee paid by or to the member or his firm.

10.2
Where a member or his firm has received commission in respect of a client who has been given actuarial advice the amount of commission should be disclosed in writing to the client.  The commission received may be offset against fees due from the client but the items must be shown separately; an account showing only a net amount after commission is not permissible.

10.3
The question of whether quantification of commission payments by a member or his firm is required to ensure full disclosure depends on whether there is an established market practice.  If, for example, a member employed by a life office is giving advice on a retirement scheme and his firm has paid commission according to market scales to an intermediary, then quantification is not necessary.  On the other hand if a firm of consultants had paid commission to a client's financial adviser for the introduction, this would not accord with normal market practice and the amount should be disclosed in writing.

10.4
In considering whether his firm has a financial interest in an assignment a member must have regard to other bodies with which his firm may be associated.  The member giving advice to his firm's client must be satisfied that the client understands that the cost of any actuarial services or advice is included in his firm's charges.  If commission has been paid by his firm his advice should state this explicitly.

10.5
Success-related [contingency] fees can threaten objectivity and fall foul of the general requirements of the PCC.  Accordingly a member should exercise extreme care in determining whether to accept such fees and whether they are appropriate in the circumstances of the advice given [eg management buy-outs] and must ensure that there is no conflict with the requirements for professional objectivity.  A particular example of where acceptance of such fees is not appropriate is the provision of advice as an expert witness.

INDEPENDENCE

11.1
Paragraph 13 of the PCC refers to independent advice, which requires both freedom from influence and absence of any limitation on scope.

11.2
Freedom from influence is not easy to define but it is possible to identify influences which clearly preclude independence.  Such influences are those which further the interest of any other occupation or business in which the member or one of his partners, fellow directors or firm have an interest; or which further the interest of any person, corporate or otherwise, who is associated with or has a substantial interest in the member's firm.

11.3
Independent advice is advice which is impartial and unbiased and requires that the member is completely free to raise the possibility of extending the scope of any advice he gives, in addition to meeting the criterion of freedom from influence.  Paragraph 9 of the PCC is also relevant in determining whether advice is impartial and unbiased, since to meet this criterion it must be safe for it to be relied upon by third parties.

11.4
Where the criterion of freedom from influence is met but not that of limitation on scope the advice may not be described as independent advice but may be described as advice from an independent actuary provided that the limitation on scope is made clear.

11.5
An example of this could arise when a member is acting as an advocate for a client in an adversarial situation where other parties are separately advised.  The adversarial situation constrains the advice in that the member would not be free to raise matters which were not in his client's interest so that the advice could not be described as independent.  If, however, the criterion of freedom from influence is met it could be referred to as advice from an independent actuary.

APPOINTMENT OF NEW ADVISER
12.1
Council wishes to stress that the purpose of the requirements of paragraph 16 is to protect those who rely on the advice of the existing adviser.  They are in no way intended to protect his position and he should make no attempt to obstruct a client who wishes to make any change of adviser.  Paragraph 16 applies whatever the form of practice or employment of the two members concerned.

12.2
The procedures for informing an existing adviser set out in paragraph 16 are always required when an appointment is being offered that involves giving actuarial advice that affects the interests of third parties who rely on that advice or who may reasonably be expected to rely on it.  The Appointed Actuary of an insurance company and the Actuary of a retirement scheme are examples of such appointments.

12.3
A second opinion will not necessarily trigger the procedures in paragraph 16.  A member invited to comment on another actuary's valuation report on a retirement scheme, for example, may do so without informing that actuary.  If, however, the second actuary recommends an alternative funding rate then the members would be affected if the advice were acted on by the client and the procedures must be carried out.

12.4
A client may decide to appoint a separate adviser on a different matter and the procedures of paragraph 16 are not required if the matters are unconnected.  If it is a different aspect of the same matter, for example advice on the tax implications of withdrawing surplus from a retirement fund, then the procedures should be applied.

12.5
A client may require advice on a matter on which another client is receiving advice from another actuary.  If the two clients are companies one of which has taken over the other then there is normally no need to apply the procedures of paragraph 16 in relation to advice on their retirement schemes until a formal proposal is made for merger of the two schemes.

12.6 If the procedures are required the existing adviser should be contacted at as early a stage as possible and actuarial advice should not be submitted until the existing adviser has had the opportunity to comment.  If a member feels it inappropriate to conform to these requirements in any particular instance, he must seek the guidance of a Member of Council by first contacting the President.
RELATIONS WITH OTHER ACTUARIES AND PUBLICITY

13.1
Paragraphs 17 to 19 refer to relations with other actuaries and to publicity.

13.2
Paragraph 17 indicates that criticism of another actuary's work is acceptable provided that it is properly reasoned and felt to be justified.  However, it must be appreciated that statements which can be made with complete propriety in circumstances where there is an opportunity for reply may well be inappropriate in the context of any form of publicity.

14.1
Paragraph 18 makes clear that where, within the context of any form of publicity, any criticism is being made of another actuary's work, whether in specific instances or in general, care must be taken to acknowledge, firstly, that others may quite properly hold different professional opinions and, secondly, that special circumstances may exist in any particular case.

14.2
Paragraph 18 also permits a member to publicise his basis of charging and to indicate that he specialises in a particular kind of work.  Council must rely on members to ensure that advertising is appropriate to the profession and members who are in any doubt about a particular advertisement are urged to seek the advice of a Member of Council by first contacting the President.

15.1
Paragraph 19 is concerned with reference to professional office.  In publications, CVs and seminars or conferences designed to further the interests of the member or the member's firm it is only permissible to state the title held or previously held.  Such reference should not be given in isolation or be more prominent than other descriptive references and no impression should be given that this provides the member with any special or additional standing or expertise.

16.1
Members should seek to ensure when speaking in public or writing for publications that the capacity in which they are contributing is made clear.  Members should not imply that what they say or write has any official standing with respect to the Society unless they are speaking or writing as a representative of the Society.

DESCRIPTION OF FIRMS
17.1
A title or description on letterheadings and publicity of a firm which includes the word actuary, for example 'Retirement Scheme Consultants and Actuaries', is acceptable provided that it is not misleading and that those members who give advice to the firm's clients are not limited as to the scope of that advice by interests other than those of the client.  Such firms may describe themselves as 'Actuaries' provided that all their partners or directors are actuaries.

17.2
Individual members who are limited as to the scope of their advice by interests other than those of the client may not describe themselves in a style, e.g. 'consulting actuary', which might be regarded as misleading.

17.3
For this purpose actuaries comprise 


(i)
Fellows of the Institute of Actuaries,


(ii)
Fellows of the Faculty of Actuaries,


(iii)
Fellows of the Society of Actuaries, 


(iv)
Fellows of the Casualty Actuarial Society,


(v) 
Fellows of the Canadian Institute of Actuaries and


(vi)
Fellows of the Institute of Actuaries of Australia.

17.4
Members who are in any doubt about a particular title or description are urged to seek the advice of a Member of Council by first contacting the President.

