
CHAIRMAN'S ADDRESS 
DEVELOPMENT OF THE 

INTERNATIONAL ACTUARY 
by Ray Palmer (Australia) 

1. Through contacts made a t  I.A.C.A. conferences, and 
as a result of communication with consulting actua- 
ries in other countries, each of us expects to develop 
his or her international awareness. In this address I 
make suggestions aimed at  furthering such develop- 
ment. 

2. In the interests of brevity I have in many places in 
this Address omitted phrases such as "I think", "pro- 
bably", "I understand that" and "someone told me 
that", notwithstanding that strictly they should be 
inserted. If I used such phrases of qualification 
whenever I should, this address would be a good deal 
longer. The consequence is, of course, that what 
appears to be stated as fact may not be so. To actua- 
ries, of all people, to find another actuary expressing 
as fact something which may not be, is a cardinal sin, 
and should be exposed. My excuse is that the subjects 
discussed do not require the pedantic niceties of 
much actuarial work. Moreover, if there is nothing 
else in the address which merits discussion or com- 
ment at  least you will have had the chance, in the 
discussion of it, to put the facts straight. 

3. I.A.C.A. evolved from discussions held between con- 
sulting actuaries from various countries, who met at 
gatherings such as the International Congress of 
Actuaries, sponsored at four-yearly intervals by 
I.A.A., and other occasions. Following successful 
meetings of consulting actuaries held at the time of 
1960 and 1964 International Congresses, a more 
formal organisation of consulting actuaries was sug- 
gested, and finally I.A.C.A. came into existence in 
1968, after unstinted work by the first Chairman 
Geoffrey Heywood and the first Secretary/Treasurer 
Max Lander. and others too numerous to mention. It 
has held conferences every two years since. 

4. Why is it that consulting actuaries fmd it easy to 
communicate with consulting actuaries from other 
countries? Sometimes, notwithstanding the problems 
of language, such communication seems easier than 
communication with compatriots who are not con- 
sultants. 

5. The essential differences between the average con- 
sulting actuary and the average employed actuary are 
that consulting actuaries have 

had experience of a wide range of problems in 
various fields of commercial and industrial 
activitv. 

than with an employed actuary from his or her own 
country. 

7. The world grows smaller. Travel between countries is 
becoming easier, cheaper and quicker. We can use 
the telephone to deal person to person directly bet- 
ween countries. (Dare I say it) English is becoming 
the universal language of business. The daily work of 
consulting actuaries is certain to become more inter- 
national in character. 

8. With this in mind I have tried to study the work of 
actuaries in a number of countries throughout the 
world, the extent to which there are consultants, the 
extent to which there is a code of professional ethics, 
whether written or unwritten and the extent of our 
involvement with accountants. 

Professional Ethics 
9. The attitudes of actuarial organisations to the adopt- 

ion of a code of ethics run from at one extreme hav- 
ing only an unwritten code to  at  the other extreme 
having a carefully documented description of the 
way in which an actuary should act (or to be more 
accurate, the way in which an actuary should not 
act) in many of the situations which arise in practice. 
Most European countries adopt the former and the 
Institute of Actuaries, the Society of Actuaries and 
the American Academy of Actuaries are examples of 
the latter. 

10. Attachment A to  this Address is a summary analysis 
of the position. Note that the summary does not 
cover every country and I welcome information 
from members which increases the scope of, or cor- 
rects, the summary. 

11. The summary suggests that the major English-speak- 
ing countries in which the actuary acts more as a 
business man than in most parts of the world, are 
finding it necessary to adopt detailed codes of con- 
duct whereas the countries where actuaries tend to 
lead a more academic life, do not seem to need a 
written code. It is also significant that the major 
English-speaking countries, the United Kingdom and 
the United States, are finding it necessary to review 
and make changes in their codes much more frequen- 
tly than in the past. Further, developments in the 
other English-speaking countries, appear to be fol- 
lowing the U.K. and U.S.A. lead; Australia and 
Canada have recently adopted codesand South Africa 
is considering it. 

overseas knowledge (and therefore interests) 
gained though work for clients with overseas 12. In the last twelve months I have had discussions with 
interests. some of the officers and members of a number of 

actuarial organisations in countries which do not 
to a greater degree their powers of have written codes, with the object of finding out 

communication and persuasion (both written whether there are any generally accepted standards 
and by ear). of conduct. and if so what thev are. Notwithstanding -~~ -~ - 

6. In other words, because of the very nature of the different cktures and differen; legislative frameworks 
work, a consulting actuary often has more in common within which life insurance and pension funds oper- 
with a consulting actuary from a different country ate, I found a surprising degree of unanimity on the 



way in which an actuary is expected to  conduct him- 
self and his work. This encourages me to  believe that 
actuaries throughout the world are operating similar 
standards of professional conduct. It is most desirable 
that this situation should continue and that, if pos- 
sible, any differences between practices in different 
countries should be  disclosed, discussed and adjusted 
to achieve greater uniformity. 

13. Unfortunately, there is no world-wide organisation 
of actuaries which does this. The International Act- 
uarial Association draws its membership from actua- 
ries throughout the world, but appears to have as its 
principal, if not its sole objective, running Interna- 19. 
tional Congresses every four years. It is difficult to 
imagine the I.A.A. becoming involved in codes of 
p-~fessional conduct and the size of its membership 
suggests that the time taken for practical achieve- 
ments to emerge would be many years. 20. 

14. On the other hand I.A.C.A., all of whose members of 
necessity belong to I.A.A., has a membership which 
is vitally interested in the maintenance of professional 
standards, and as more of our work becomes inter- 
national rather than national, the need for common 
standards will become more paramount. 

15. Therefore, on the grounds that greater international 
uniformity is required, and as a first step towards 
influencing countries to adopt uniform standards of 
professional conduct, I propose that I.A.C.A. should 
adopt a code and that all its members, both current 
and future, should agree to abide by it. This immed- 
iately raises a number of points: 

(1) What will the code say? 

(2) How will the agreement of current members be 
obtained? 

(3) For countries such as U.S.A. where there is 
already a proliferation of codes, will I.A.C.A. 
members resent the introduction of yet another 
code? 

(4) How will the code be disciplined? 
L l .  

16. My answer to (I), (2) and (3) is that the I.A.C.A. 
code would not be more restrictive than any of the 
codes which apply to its present members. My ans- 
wer to  (4) is that since the I.A.C.A. code will not be 
more restrictive than the existing code, we can rely 
on the disciplinary procedures of the relevant actuar- 
ial bodies, .in the same way as we currently rely on 
them to determine who is an actuary. 

22. 
17. I have therefore examined the existing codes with 

the object of developing an I.A.C.A. code which em- 
bodies as many of the features of the existing codes 
as possible, without transgressing any of them. 

18. The codes available for comparison were those of 
Australia, Canada, Germany, United Kingdom (2) 
and U.S.A. For U.S.A. I examined the codes of the 
Society, the Academy and C.A.P.P. For practical 
purposes the three United States codes and the Can- 
adian Institute codes are identical. The Faculty of 
Actuaries (U.K.) code is brief and I have assumed it 
would be no more stringent than the code of the 
Institute of Actuaries (U.K.). While I understood 
that the constitution of the German Institute of Life 

Insurance Mathematicians has a code a translation of 
it provided to me indicated that it does not. Thus it 
came down to comparing the codes of 

The United States bodies (I chose the Society of 
Actuaries) 

The Institute of Actuaries 

The Institute of Actuaries of Australia. 

While the first two of these codes are probably rea- 
dily available to members, the Australian code may 
not be, and is therefore shown in Attachment C. 

The codes examined were surprisingly similar in many 
respects indicating that they all stemmed originally 
from a common source (presumably the Institute of 
Actuaries, being the first actuarial organisation to 
have a code). 

Only one of the codes of conduct refers to practising 
overseas, namely the code of the Institute of Actuar- 
ies which now reads (after amendment notified in a 
circular to members dated December 1977): 

"1.5 Where a member is practising outside the United 
Kingdom and the Council of the Institute has 
agreed, the guidance given in this Memorandum 
may be replaced by the guidance given by an 
actuarial body of the country in which he prac- 
tises. Such agreements will usually be restricted 
to members who are also members of the actu- 
arial body concerned. At present (November 
1977) the agreements given by the Council 
apply to  the following: 

1.5.1 Members of the Society of Actuaries, 
the Academy of Actuaries or the 
Canadian Institute of Actuaries in 
respect of work confined to the Unit- 
ed States or Canada. 

1.5.2 Members of the Institute of Actuaries 
of Australia in respect of work con- 
fined to Australia." 

The circular to members of the Institute of Actu- 
aries advising the wording above added: 

"Council recognises that a member of the Institute 
working in Canada may not immediately be in a 
position to become a member of the Canadian 
Institute of Actuaries. Notwithstanding this, such a 
member, in respect of work in Canada, may follow 
the guidance given by the Canadian Institute." 

I understand that the American Academy of 
Actuaries has been considering the standards of 
professional conduct applicable to practice outside 
the United States. In contrast to the Institute of 
Actuaries, a definition of practising overseas is 
likely to appear. This would be on the lines "prac- 
tising outside the United States includes the perfor- 
mance of actuarial services where the nature and 
scope of such services are relevant to subject or 
matters outside the United States whether or not 
the actuary is resident outside the United States 
and whether or not the actuary's client is domiciled 
outside the United States". Thus a member of the 
Academy resident in New York who gives actuarial 
advice to a New York company about pension 



schemes in Patagonia is "practising outside the 
United States" notwithstanding that the advice is 
dispensed and received in New York. 

23. It seems that an Academy member is expected 
always to comply with the Academy code but  in 
addition may be required to ascertain whether 
his professional education, knowledge and other 
credentials qualify him to  practice in, o r  to accept 
a particular assignment with respect to,  a particular 
location outside the United States. In brief, the 
member is expected to  comply with the local code 
and the Academy code. Where the two codes are 
incompatible, the Academy opinions as to  Pro- 
fessional Conduct may be amended in some manner 
to achieve a solution. 

It is clear that as time passes there will be growing 
tendency for actuarial organisations to make pro- 
nouncements about the rules of  conduct when 
practising overseas. There is a real possibility that 
some of these rules may conflict. The actuaries 
most likely to be affected by such conflicts are the 
members of the International Association of Con- 
sulting Actuaries. 

24. Many members of our Association are members of 
more than one actuarial body. For example, con- 
sulting actuaries in Australia are members of the 
Institute of Actuaries or Faculty of Actuaries and 
of the Institute of Actuaries of Australia. Many of 
them are also members of the Society of Actuaries 
and are therefore subject to  three codes of conduct. 

25. It is my belief that in the main each of  the written 
codes is an attempt to  describe in writing the same 
philosophy about professional behaviour and atti- 
tudes. While the words may be different, the 
behaviour they describe is the same. The exceptions 
and differences are due not  to differences in views 
about proper behaviour, but the way in which 
behaviour is affected by customs and legislation of 
a particular country. For example the Institute of 
Actuaries specifically prohibits the formation o f  a 
limited liability company t o  undertake professional 
work whereas the Institute of Actuaries of  Australia 
specifically permits it provided all the shareholders 
are actuaries who are employees. 

26.  A more important example of differences in 
customs, which is already beginning to  cause com- 
plications in application of  different codes of  
conduct to  specific situations, is where the actuary 
is an employee of an organisation giving advice on  
contribution rates. All codes accept that only 
persons can provide actuarial advice and that  organ- 
isations cannot, but there are differences in deciding 
what a client is. 

27. The Society of Actuaries code (through its Opinions 
as to Professional Conduct) accepts that  an actuary 
employed by a life office has as a client the policy- 
holder of a deposit administration contract issued 
by his office, when making a contribution recom- 
mendation to  the policyholder. His report can be 
transmitted by his employer. Since Guide 3 prohibits 
the member from acting if he cannot act independ- 
ently, it appears that the Society actuary can be 
independent when recommending a contribution 

rate, given the fact that the investment policy is 
not in question, but  presumably could not  be 
independent if he was asked to comment on the 
most appropriate funding medium. 

28. The Institute of Actuaries prohibits the interposition 
of a third party between a member and his client. 
In the above example the client cannot be the 
policyholder but is the life office employer. Further 
the Institute of Actuaries considers that any advice 
passed on  t o  the policyholder is not independent 
and must not  be presented as impartial and unbiased. 

29. While the different stances taken by the Society and 
the Institute in the above example are clear, the code 
of the Institute of Actuaries of Australia is less 
clear. Paragraph 4 requires the member t o  disclose 
the capacity in which he is acting and if he is acting 
in the capacity of an employee he must state the 
name of the employer. While actuarial advice 
"should be addressed by a member direct to the 
person or body who requested it", the request in 
the above example could have come from the 
policyholder, from the life office or  from someone 
else involved, or might not have been made at  all 
(as the actuary would know a contribution rate 
was required and might provide his advice auto- 
matically). This section of  the code does not  use 
the word "client" and therefore it is not  clear 
from the code who, the client is in the above exam- 
ple. However paragraph 10 requires the member to  
account to his client for any direct or indirect 
compensation that he "may receive from any source 
in relation to  any assignment which he undertakes 
for that client", so if the client is not  his employer 
he is required to account for part of his salary 
(how the accounting is to be made is not  stated). 

30. While the provision of the advice of  an actuary by 
a life office causes some problems of proper profes- 
sional behaviour, at least all parties are aware that 
the life office is the purveyor of a commercial 
product. A more difficult area is where the actuary 
is the employee of a limited liability company 
whose main business is to provide employee benefit 
advice. The current position is that in some countries 
such actuaries may be members of I.A.C.A. but  
in other countries they may not ,  so that on moving 
from one country to another to  do exactly the same 
type of work for the same employer, an actuary 
either may cease to be eligible to be a member of 
I.A.C.A. or may become eligible to join. While this 
position is not desirable, it stems from different 
codes of  conduct in different countries. 

31. Following study of the various codes, I prepared 
Attachment B, the proposed Code of Conduct for 
I.A.C.A. Anyone who wishes to  follow through the 
development of  Attachment B is advised t o  read 
first the Notes at  the foot of it. 

32. The following points arose in the drafting of Attach- 
ment B: 
(1) A number of references are to the position of  a 

member in employment. To  retain such refer- 
ences indicates that I.A.C.A. members can be 
employees. While this cannot be so in a number 
of countries, it is already present in, for exam- 
ple, the U.S. membership and so the reference 
has been retained. 



The various existing codes are worded as if the 
reader has just qualified as an actuary and is 
reading the code to find out what is expected 
of him. Since each I.A.C.A. member is already 
operating under an existing code (even if it is 
unwritten) I have reworded the relevant sen- 
tences so that the proposed code becomes a 
statement of what is already being done, not 
of what ought to be done. 

In relation to paragraph 4 of the proposed 
Code, the Institute of Actuaries code states 
(B, P 3) that a member must be, and must be 
seen to be independent. Curiously, the Society 
of Actuaries does not stipulate this, although 
the requirement of independence can be infer- 
red from 3. of the Society code. Also curiously, 
the Australian code includes a similar reference 
without using the word "independence". 

Paragraph 5 of the proposed Code of Conduct 
is omitted from the Society code, but para- 
graph 6 ,  which is consequential to 5, appears 
in both the Society and the Institute of 
Actuaries codes I have assumed that all I.A.C.A. 
members agree with paragraph 5 of the proposed 
Code but if not it can be deleted. 

I have shown paragraphs 1 and 2 in the pro- 
posed Code bearing in mind their counter- 
parts in the introductions to existing codes, 
and for the sake of completeness. However, 
an alternative to adopting a Code as such, 
would be for I.A.C.A. to incorporate only 
paragraphs 3 - 8 of  the proposal in its Rules, 
and to arrange the form of application for 
membership so that the applicant agrees that he 
abides by the Rules. 

Assuming the proposal in (5) is adopted, the 
question arises whether there is any need for 
existing members to formally declare their 
adherence to the Code. I think not but wel- 
come your views. 

It is desirable that as countries develop their codes, 
there should be a tendency towards unanimity rather 
than divergence. The question arises of how this 
unanimity is to be achieved. There is a need for a 
body which would continually monitor such devel- 
opments as they arise, in order to detect diver- 
gencies and draw the attention of the relevant bodies 
to them. If this is not done there is a real danger 
that the international actuary's main aim of provid- 
ing the best possible advice to his clients, will be 
hampered by the need to satisfy the demands of 
conflicting codes, to the detriment of the inter- 
national public interest. 

While no doubt many actuarial bodies will examine 
the codes of other bodies before deciding on code 
changes, the fact remains that national interests 
and feelings are likely to take precendence. 

Since the body of actuaries most likely to be 
affected by differences between codes is I.A.C.A., 
I suggest that this Association might consider the 
establishment of a permanent subcommittee whose 
task is to examine changes in codes (before imple- 
mentation where possible), to consider conflicts, 

to draw the attention of the relevant body or bodies 
to those conflicts and, where appropriate, to suggest 
how the conflicts might be avoided or eliminated. 

I invite the views of members on the proposed code 
and on this suggestion, for the consideration of the 
Committee. 

The Accounting Profession 
Until say ten years ago, the respective roles of the 
accountant and the actuary did not appear to come 
into conflict, or if they did the conflict was soon 
resolved. However at  the present time in many 
English-speaking countries the growth in the level 
of company retirement benefit costs has caused the 
accounting profession to question actuarial methods 
and techniques on the grounds that a reasonable 
annual charge for retirement benefits need not be 
the same as the amount contributed by the company 
to its retirement benefit plan. This could be either 
because the company did not contribute the amount 
recommended by the actuary, or because the 
accountant is not satisfied with the actuary's recom- 
mendation. 

Thus in the United States, the United Kingdom, 
Canada, Australia, South Africa and New Zealand 
and a number of other countries, accountants have 
begun to enquire into the reasonableness of the 
methods used by actuaries to determine retirement 
benefit plan contribution rates. These methods are 
called actuarial cost methods in North America, 
funding methods in Australia and may be given 
other names in other countries. 

This position has not arisen in the European 
countries where legislation appears to lay down 
fairly rigidly the respective roles of the accountant 
and the actuary and the way in which retirement 
benefit costs are to be calculated. 

In my experience accountants who enquire into 
the ways of actuaries do their best t o  understand 
what we do but rarely succeed. This is perhaps not 
surprising as, with a few exceptions, they have no 
actuarial training and do not have the attributes 
required of an actuary. But we should not blame 
this lack of understanding on the accountants. 
There are few, if any, books which tell the laymen 
what we do. To an outside observer the problems 
with actuarial activities in regard to  retirement 
benefit provision are somewhat as follows: 

The actuaries have their own language. They 
use terms like "liability" and "accrued" to 
mean something different from their accepted 
lay and accounting meanings. 

There are no generally accepted definitions of 
the various ways used by actuaries to calculate 
contribution rates. 

Actuaries rarely try to explain what they do. 
Frequently they (or their employers) do not 
state which procedure was used to calculate 
a particular contribution rate. 

The actuarial profession has no agreement on 
which methods of calculating contribution rates 
are acceptable and which are not. 



(e) Even when an actuary tries t o  explain what he 
does, only another actuary can understand it 
(and even then not  always) i.e. actuaries are 
poor communicators. 

The above points are a little exaggerated, but  o n  the 
whole true, in my opinion. If they were no t  true, 
we would not now be in the position where account- 
ants throughout various parts of the world are 
trying to d o  what actuaries have failed t o  do.  In the 
U.S.A. the first tangible result was the now well 
known A.P.B. Opinion No. 8 issued in 1966. There 
are a t  least two other documents of interest; the 
F.A.S.B. issued on  6 October 1975, a fascinating 
Discussion Memorandum on "an analysis of issues 
related t o  Accounting and Reporting for Employee 
Benefit Plans" and the Accountants International 
Study Group has issued "Accounting for Pension 
Costs 1977". 

In the U.K. a quite large number of committees have 
been meeting t o  discuss retirement benefit account- 
ing standards and actuaries are included in the 
committee memberships but I am not aware that 
any publicly available document has yet been 
issued. 
In Australia the Institute of Actuaries issued in 
September 1976 a booklet "Superannuation Fund 
Reporting in Australia" which contained limited 
endorsement by the Institute of Chartered Accoun- 
tants in Australia. A project committee o f  that 
Institute has been set up t o  develop an accounting 
standard for employer reporting and has completed 
its first draft. 
I do  not know what the situation is in other 
countries and hope this will be revealed during 
the discussion. 
An International Accounting Standards Committee 
established by accounting bodies around the world 
is working o n  an  international standard for employer 
reporting of retirement benefit costs and has pro- 
duced a first points outline as a basis for detailed 
discussion. I am told that  standards issued by this 
Committee are binding on  accountants in many 
countries throughout the world; employer accounts 
which do  not comply with the standard must be 
appropriately annotated. 
In life insurance accountants have in the U.S. laid 
down standards for determining annual profits, 
which most actuarial publications on the subject 
say is impossible until the last policy has gone off 
the books. How much better it would have been if 
actuaries had instead formulated and agreed upon 
methods of  annual profit determination. 
In general insurance (casualty) business accountants 
are becoming interested in the proper determination 
of reserves for long-tail business. This is a subject 
with which U.S. casualty actuaries and many 
European actuaries are familiar, but with which 
actuaries in other parts of the world are only now 
beginning t o  come to grips. So  for this business, 
outside U.S. and Europe both actuaries and accoun- 
tants are becoming involved a t  about  the same time 
whereas for retirement benefit and life insurance 
business the respective roles had been established 
for decades. 

47. It is my view that  any influence which actuaries can 
bring to bear on  the details of accounting standards 
will be in the public interest and in the interest of 
the actuarial profession. It is therefore good to 
know that in the U.S. a joint committee of accoun- 
tants and actuaries has been established t o  consider 
topics of mutual interest. Only good can come from 
such a step. 

48. While in the U.K. accountants and actuaries are 
involved in solving mutual problems, 1 d o  not  know 
that any formal joint committee has been 
established. 

49. In Australia such a committee held its first meeting 
in October 1975 and has met every month or  so 
since. Apart from the booklet on  retirement benefit 
fund reporting already mentioned, the committee 
has issued a statement on  one aspect of the valuation 
by life offices o f  fixed interest securities and recent- 
ly has been discussing a draft proposed standard 
for employee benefit reporting in employer accounts. 
In brief, the draft standard requires that employer 
contributions for defined benefit retirement funds 
should be calculated by an actuary using currently 
appropriate actuarial assumptions and one  of a 
number of approved funding methods (actuarial 
cost methods). The approved funding methods are 
aggregate, entry age normal, attained age normal, 
individual, annual premium and unit costing. Pro- 
jected benefit funding methods are preferred. The 
draft standard requires disclosure of any departure 
from these approved methods, any departure from 
the recommended contribution rate and disclosure 
of inappropriate actuarial assumptions. In summary 
the approach to the standard is "if the job hasn't 
been done properly the accounts must tell us about  
it". 

SO. It will be interesting to learn in the discussion what 
the position is in other countries particularly in 
relation to - 

(a) what standards, if any, the accounting profession 
has imposed, or appears likely t o  impose, on 
employer accounts 

(b) what standards, if any, are imposed by legisla- 
tion and 

(c) what part actuaries have played in producing 
the current situation. 

Appropriate Funding Methods 

51. I have the feeling that many accountants are sur- 
prised to find that  the actuarial profession has not  
established a standard funding method. They feel 
we are deficient in this regard, notwithstanding 
that actuarial assumptions may be just as impor- 
tant in producing the contribution rate. But there 
cannot be standard actuarial assumptions which 
will always be realistic. 

52. Are the accountants right? Have actuaries failed in 
their duty to the public by not  publishing standard 
funding methods, or are accountants aiming a t  
the impossible? 



If a standard is necessary, then my feeling is that United Kingdom Institute: Written 
the funding method should aim at a contribution Faculty: Written 
rate which remains a constant percentage of mem- 
bers' salaries. If there will be no new entrants, this United States Society: Written 
results in the aggregate method. But if, as is more 
likely, the employer's workforce will remain con- 
stant or will slightly expand, this results in entry 
age normal with the balance of actuarial liability 
spread over the future allowing for new entrants. 
This would in many cases produce a lower contri- 
bution rate than would interest on the actuarial 
liability. Perhaps entry age normal plus interest on Note I 
the balance of actuarial liability would be a practical 
compromise. 

However I am not convinced of the need for a 
standard funding method. I feel accountants who N~~~ 2 
consider there should be one generally accepted 
funding method are either overstepping the bounds 
of reasonableness or do not fully understand what 
actuaries are trying to do. To have one standard 
with (in theory) one set of actuarial assumptions 
implies that the employer should have no choice 
about how he should meet the cost of retirement Note 
benefit provision. I find this unduly rigid compared 
with other options he is permitted. For example 
if the employer is planning to expand his business ~~t~ 4 
there are not, as far as I know, any generally 
accepted standards requiring him to raise additional 
loan or share capital according to a predetermined 
formula. 

But now I am implying that accountants are at 
fault and this is not what 1 intend. I believe the 
actuarial profession has in some countries been 
deficient in not assessing future developments or, 
if it has, in not acting on its assessment. And on the 
whole actuaries have been deficient in-not explain- 
ing what they do. 

What do  you think? 

Academy : Written 

Cas. Act. Society: Written? 

Frat. Soc.: Written? 

C.A.P.P.: Written 

A.S.P.A.: none? 

The articles of the Belgian Actuarial Association . 
include the words "morally to respect the 
scientific principles upon which provident 
institutions are based". 

Under Italian legislation a body has been 
established which can act where professional 
misconduct occurs and can decide to take 
disciplinary proceedings. The legislation 
details the form that these disciplinary 
measures can take. 

But all actuaries have qualified as Fellows 
of one of the two United Kingdom bodies 
and are subject to the relevant code. 

In 1916 "Rules for Actuarial Work" by the 
Norwegian Actuarial Society were adopted 
under which a professional conduct subcom- 
mittee was formed, consisting of the three 
persons. It provided that before a member 
accepts work he must ask the subcommittee 
whether another actuary is acting. The sub- 
committee can impose a minimum fee and can 
advise that the work should not be taken on. 
While the Rules provide that objections to 
subcommittee decisions can be brought before 
the membership of the Society, in practice the 
Rules have never been put into effect! 

Attachment A 

Country 

Australia 

Belgium 

Canada 

Denmark 

France 

Germany 

Indonesia 

Ireland 

Italy 

Japan 

Netherlands 

New Zealand 

Norway 

South Africa 

Sweden 

Type of Code 

Written 

See Note 1 

Written 

None 

None 

None - See paragraph 18 

None 

None (see Note 3) 

None (see Note 2) 

Unknown 

Unknown 

None (see Note 3) 

None (see Note 4) 

None 

None 

Attachment B 
I.A.C.A. 

PROPOSED CODE OF CONDUCT 

Professional conduct involves the actuary's own 
sense of integrity and his professional relationship 
with those to whom he renders services, with his 
employer, with other members of the actuarial 
profession and with the world at large. In all these 
relationships every member of the profession is 
concerned with his own behaviour and, as the 
good name of the profession is the concern of all 
its members, with the behaviour of his colleagues. 
(SOC, INST 1.2, AUST 2) 
To guide members of the Association when they 
encounter questions of professional conduct, this 
Code of Conduct has been approved by the 
Committee. As is true of codes of ethics generally, 
the Code of Conduct deals with precepts and 
principles only. It does not contain precise rules 
and is subject to interpretations in relation to the 
variety of circumstances that occur in practice. 
Should a member be in doubt as to the way in which 
he should act in a particular situation he is urged 
to consult the national actuarial body to which he 
belongs. (SOC, INST 1.3, AUST 3) 



Matters are so ordered that all concerned are clear 
as to who is the member's client or employer and in 
what capacity the member is serving his client or 
employer. (SOC 2 (a), INST 2.1, BP.1, AUST 4) 

A member gives impartial and unbiased professional 
advice to his client, for which purpose he is and is 
seen to be, completely independent of any outside 
influence whether as a result of any financial assoc- 
iations he may have or otherwise. 
(SOC3, INST 2.1, B.P. 3, AUST. 9). 

Publicity which increases public awareness of the 
nature and training of actuaries and the value of 
the work they can do is desirable and in the public 
interest. (INST 2.1 B.P. 4, AUST14). 

Individual members may give information in 
published material about the actuarial services which 
they offer, but neither engage in nor condone any 
advertising or other activity which can reasonably 
be regarded as being likely to attract professional 
work unfairly, or where the tone form and content 
are not strictly professional. 
(SOC 5 (a), INST 2.1 B.P. 4, AUST 15). 

A member accounts to his client for any direct or 
indirect compensation that he or his firm may 
receive from any source in relation to any assign- 
ment which he undertakes for that client. 
(SOC 6, INST 2.1 B.P. 5, AUST 10). 

The member bears in mind that the actuary acts as 
an expert when he gives actuarial advice, and he gives 
such advice only when he has adequate practical 
experience. (SOC 1 (b), INST 3.5, AUST 6). 

Note 
1. References in brackets are to the corresponding 

provisions in existing codes. SOC refers to The 
Society of Actuaries (USA), INST to the Institute 
of Actuaries (UK) and AUST to the Institute of 
Actuaries of Australia. 

2. The Society of Actuaries code was taken from the 
Society's 1977 Year Book. 

3. The Institute of Actuaries code was taken from the 
1977-78 Year Book. 

4. The code of the Institute of Actuaries of Australia 
was taken from the booklet Code of Professional 
Conduct for Australia dated October 1976. 

5.  Where the wording is identical (or nearly so) to the 
relevant part of an existing code, the reference to 
that code is in italics. 

GENERAL. 
1. The Institute of Actuaries of Australia and New 

Zealand is a professional body which, through its 
members, has an obligation in the public interest 
to provide the best possible service and advice. 
Since the public in general has no ready means of 
judging the quality of this, it is essential that the 
highest standards of conduct are maintained by 
all members of the Institute when they give advice 
of a professional nature. 

Professional conduct involves the member's own 
sense of integrity in relationships not only with 
those to whom professional services are rendered but 
also with other members of the profession and with 
the public. In all  these relationships every member 
is therefore concerned not only with his own 
behaviour but also with the behaviour of his 
colleagues. 
The maintenance of high standards of behaviour is 
a responsibility of all members in all circumstances 
connected with their professional work wherever 
they practise. The Council of the Institute does not 
seek to set out a comprehensive code of professional 
conduct covering in detail all possible contingencies. 
This code sets out the main principles to which the 
Council expects all members to conform in the 
spirit as well as the letter and it relies upon the 
conscience of each individuil member and the 
collective conscience of the whole membership. Any 
member who is in doubt as to the attitude which 
should be adopted or the steps which should be 
taken in a particular case, or any member who 
would like the advice of a senior actuary in regard 
to any matter of behaviour, should communicate 
with the President. 

ACTUARIAL ADVICE. 
A member who furnishes any person or body with 
actuarial advice must disclose to that person or body 
the capacity in which he is acting in so doing. In 
particular, it must be made clear if the member is 
acting in the capacity of an employee in which case 
the name of the employer must be stated. 
Actuarial advice should be addressed by a member 
direct to the person or body who requested it. 
If a member has reason to believe that such actuarial 
advice will be transmitted in whole or in part to a 
third party he must take all reasonable steps to 
ensure that his authorship is acknowledged to the 
third party, that any implications of the advice to 
which he has drawn attention are stated and that 
his advice is not presented in a way likely to give 
a misleading impression. 
Many problems submitted to members in a pro- 
fessional capacity require considerable practical 
experience for their solution. A member with 
insufficient practical experience in relation to such 
a problem should not act except in co-operation 
with or with the guidance of an experienced actuary. 
A member will not provide actuarial advice for any 
person or organisation where he has reason to 
believe that his service may be used in a manner 
that is contrary to the public interest or the interest 
of the profession or in a manner to evade the law. 
A member must have due regard to the confidential 
nature of the information he obtains and the advice 
he gives in the course of the practice of his pro- 
fession. 

DISCLOSURE 
9. In any situation where a member has, might have, 

or might be thought to have a conflict of interest, 
he must not act unless there has been a full dis- 
closure of the situation to all parties involved and 
the parties have expressly agreed to his acting. 



10. A member must account to his client for any direct 
or indirect compensation that he or his firm may 
receive from any source in relation to any assign- 
ment which he undertakes for that client. 

CONTENTS OF REPORTS. 
Unless it is irrelevant to do so a member must 
include in any report a statement describing or 
clearly identifying the data and the actuarial 
methods and assumptions employed and must draw 
attention to any important implications of those 
methods or assumptions. 
A member should exercise his best judgment to 
ensure that any advice given by him is based on 
sufficient and reliable data on adequate and 
appropriate assumptions and on sound actuarial 
principles. 

If, nevertheless, a member is requested to carry out 
a study or initiates a study which in his opinion 
deviates from the requirements of Section 12, any 
resulting report recommendation or certificate 
submitted by him must include an appropriate 
qualification. 

PUBLICITY. 
Publicity which increases public awareness uf the 
nature and training of actuaries and the value of the 
work that they can perform is desirable and in the 
public interest. 

Individual members may give information in 
published material about the actuarial services which 
they offer but will neither engage in nor condone 
any advertising or other activity which can reason- 
ably be regarded as being likely to attract profes- 
sional work unfairly, or where the tone form and 
content are not strictly professional. 

The member will use a designation dependent upon 
elective or appointive qualification within the 
Institute, such as "President" or "Member of 
Council", only when he is acting in such capacity 
on behalf of the Institute. 

PARTNERSHIPS AND INCORPORATION. 
A member shall not take part in, nor allow his name 
to be used in any manner in association with, any 
partnership or corporation describing itself as an 
actuary or in similar terms except a partnership 
all of whose members are actuaries or a corpor- 
ation satisfying the conditions in Section 18. Any 
action by a partnership or corporation that would 
be in breach of this code if committed by a member 
shall be deemed a breach of this code by each and 
every member who at  the relevant time is a member 
of the partnership or a shareholder of the corpor- 
ation. 

The conditions to be satisfied by a corporation for 
purposes of Section 17 shaU be that it engages solely 
in tendering actuarial services and that it has no 
shareholders other than actuaries who are actively 
engaged as its employees and the executors or 
administrators of deceased actuaries who had been 
so engaged provided that such executors or admin- 
istrators have no voting rights in respect of shares 
they hold. 

RELATIONSHIP BETWEEN MEMBERS. 
A member must not seek to intrude into an exist- 
ing professional relationship between another 
actuary and his client. 

A member who is invited to advise a person or 
body for whom he knows, or has grounds for sup- 
posing, another actuary is already acting in a pro- 
fessional capacity in relation to the same matter or 
has recently done so, must inform the other actuary 
of the invitation. The other actuary, if a member, 
must then inform the invitee whether there are any 
professional reasons why in his view the invitation 
ought not to be accepted. 

A member who believes there has been a breach of 
this code should bring the matter to the attention 
of the President. 


